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MONDAY THE 24TH APRIL, 1978

The House_resumed at 10.30 a.m.
PRESENT:2

MIr SPeaKeT ecececssccessscsssasaseel(In the Chair)
(The Hon A J Vasquez OBE, MA)

GOVERNMENT :

The Hon Sir Joshua Hassan, CBE, MVO, QC, JP = Chief
Minister

The Hon A J Canepa = Minister for Iiabour & Social .
Security

The Hon H J Zammitt - Minister for Housing and Sport
The Hon A P Montegriffo, OBE - Minister for Medical &
Health Services

The Hon Major F J Dellipiani, ED - Minister for
Municipal Services

The Hon I Abecasis - Minister for Postal Services

The Hon A W Serfaty, OBE, JP = Minister for Tourism,
Trade and Economic Development :

The Hon M K Featherstone - Minister for Education

. & Public Works

The Hon J K Havers, OBE, QC - Attorney-General

The Hon A Collings = Financial & Development Secretary

The Hon Dr R G Valarino

OPPOSITION:

The Hon M Xiberras - Leader of the Opposition
The Hon P J Isola, OBE

The Hon Major R J Peliza

The Hon J B Perez

The Hon G T Restano

INDEPENDENT MEMBER:

he Hon J Bossano

IN ATTENDANCE:

P A Garbarino, Esq, ED - Clerk of the House of Assembly
PRAYER.

Mr Speaker recited the prayer.

. HON FINANCIAL AND DEVELOPMENT SECRETARY:
 Mr Speaker, I beg to move, under Standing Order 7(3) that

I may lay on the table of the House the Estimates of

.Revenue and Expenditure for the financial year 1978/79.
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Mr Speaker then put the question which was resolved in
the o{firmative and the Hon the Financial and Developrent
Secretary lai? on the table the Draft Estimates of
Reverue and Lxpenditure for the year 1978/79.

Ordered to 1.
HON FINANCIAL AND DEVELOPMENT SECRETARY:

Mr Speaker, I Leg to move that a Bill for an
Ordinance to appropriate an amount not exceeding
£30,029,468 be read a first time.

Mr Speaker then put the question which was resolved in
the affirmative and the Bill was read a first time.

HON FINANCIAL AND DEVELOPMENT SECRETARY:

I beg to move that the Appropriation Bill 1978-79

be now read a second time and in so moving I shall
review briefly the economic scene and make a statement
on the Governmwent's performance in the financial

year which has just ended and on its estimates of
Revenue -and Frxpenditure for the year 1978-79 which I
have tabled and which have been in the hands of Hon
Members for the past fifteen days.

I made the point last year and the previous year that
dependent on Britain and isolated as it is, Gibraltar
cannot however, hope to insulate itself completely
from the economic climate prevailing in the world at
large. While that of course remains true, unless
something quite momentous should occur to disturd

the international or the Uanited Kingdom's equilibrium,
for 1978-79 at least Gibraltar's economy and its
financial viability are going to be much less
affected by what happens internationally or in
Britain than by what happens in its own little
bailiwick. Nevertheless before we become totally
immersed in our own domestic affairs I am going to
1lcok outwards for a moment.

No survey of the international economy in 1977 or its
proipects in 1978 can give much cause for cheering.
There was, it is true, some improvement last year
compared with the previous three but the recovery
from the major economic disturbances experienced during
1973-to 1975 was far from satisfactory. Unemplcyment
in the major Western industrial countries remained
obstinately high, demand continued to be depressed
and there was little evidence of any marked increase
in the real rate of investment. On the other hand
inflation, generally speaking, was held in check

and in some cases actually reduced but overall
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disparities in the rates of price inflation among

the industrialised economies remained and these
disparities generated balance of payments and exchange
rate problems which in turn hindered domestic expaunsion.
Commodity prices have fallen sharply particularly since
the middle of 1977 but protectionist policies have
tended to hold back any significant growth of world
trade.

The reluctance on the part of the major industrial
countries to reflate their economies for fear of
restarting an inflationary spiral is no less in

evidence than it was last year and efforts are being made
by the leaders of the EEC Governments to work towards a
common strategy to restore economic growth, to

stabilise currency movement and to control the trend
towards protectionist policies. They are however, far
from any agreement on how these objectives should be
achieved and there is at present little cause for
optimism that the cautious policies currently

being advocated by the major OECD countries will prove
to be a sufficient stimulus to generate any marked
acceleration in the rate of recovery. The best that can -
be said of the prospects for the remainder of 1978 seems to
be, therefore, one of little change, withwrld trade
continuing in the doldrums and the industrial economies
continuing to strug:;le with high unemployment and in
some cases a precarious balance of payments situation.
But the United States' Administration's failure to
persuade the Congress to adopt energy conservation
measures to curb America's steadily increasing imports
of oil and the resulting weakness of the US dollar is a
cloud on the horizon. There have been gquite recently
increasingly pointed warnings from Saudi Arabia that it
may not be able to hold the line much longer against
demands by other OPEC members for an oil price increase
to offset the eroded value of the dollar.

Against this rather gloomy and unpromising
international background the British economy has,
superficially at any rate, performed quite well.
Inflation has fallen steadily: the year-on-year rate
in December last year was 12% and by the end of
January this year it had registered a further 2% fall
with some prospect of it levelling out at an annual
rate of around 7-8%, a figure which is more in line
with the inflation rates of Britain's major export
competitors.

Sterling rose to a new high since it was allowed to
appreciate last October and registered a gain of 11%
against the already faltering dollar at the beginning of
this year. Of more significance however, was the fact
that it also appreciated by roughly 6% against the
twenty one other currencies covered by the 1971
Smithsonian Agreement. The sterling exchange rate is an
increasingly important factor in import price changes
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because of the growing proportion of finished
manufaceured gucds in Britain's import bill. But exchanze
rate changes take some time to work their way through co
that althoneh sterling has lost some ground in the last
mooth or so and has lost still more in the past ten

days, the gains it made during the winter are still

being felt and should continue to have a disinflationary
effect at least for some months,

@

The United Kingdom balance of payments swung into
substantial surplus during the second half of 1977. More
recently the swing has been checked as a result of lower
net earnings from invisible exports and the rising
exchange rate which has reduced the competitiveness of
British exports while at the same time reducing the price
of imported goods.

The prominence given to Britain's falling rate of

inflation, the stronger pound and the success of the .
Government's pay policy have tended to obscure the more

ominous signs of persistent weakness in the United

Kingdom's economy. Real output in 1977 remained stagnant

and the gross domestic product was virtually unchanged

from the level of 1976; unemployment reached a record

post war level in 1977 and at the beginning of this )

vear stood at 1.4 million; moreover there was little |
evidence that the benefits of North Sea oil may not be
dissipated in shoring up some of Britain's internationally
uncompetitive industries.

Chancellor Healey's 13th Budget on April 11th - the third

in the space of twelve months - which appears to have

been designed as a cautious attempt to reflate the

economy just a little pending the outcome of this -
summer's economic summit deliberations while at the -
same time keeping the rate of inflation in check, is ’
now seen as taking considerable risks with the
interconnected factors of the public sector borrowing
requirement, the money supply and the exchange rate.
Heavy hints that there might be ancther package of
fiscal largesse in July coming on top of the disquiet
about these factors and the certainty felt about a bad
trade balance in March - since confirmed by the figures
released - put the cat amongst the pigeons so to speak
and sent overseas investors in sterling scurrying for

.cover in other ~urrencies.

The Morcii trade figures revealed a deficit balance of
£264 milliuns. Wore serious, they also show that during
the first quarter of this year the volume of imports
10se ty 12% while export volume expanded by barely a -
%%, JMost informed opinion seems disinclined to be too
pessimistic about the longer term however provided
that world trade can be revived and that North Sea o0il
production continues to reduce Britain's deficit trade
in o0il products. But until these favourable developments
actually happen it seems inevitable that sterling will
come under intermittent pgessure cawsing prices to rise
11.
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and put an upward strain on the rate of inflation.

The effects of the decreasing rate of inflation 4=
the United Kingdom did not reach Gibraltar until
the beginning of this year. Until the end of 1977

- the rate of price inflation showed little change

from the previous two years. Overall, retail prices
rose by 15% but whereas in 1976 a very similar rate

‘of overall increase masked a considerably steeper rise

in the prices of most foodstuffs last year happily it
did not. The ‘average increase was only 13%; moreover .
during the last quarter of the year food prices rose
by a2 mere 1%. The housewife may find this last
statistic hard to believe and she will almost certainly
be able to reel off a number of commodities which
regularly find a place in her weekly shopping basket
where she has been faced with equally regular and often
quite substantial increases. But it really does look
as if the effects of falling inflation in the United
Kingdom which is overwhelmingly Gibreltar's major
supplier, is beginning to work its way through. The
latest figures for April 1978 indicate a change of
just under 10% as compared with April last year. Of
more significance are the recently published figures
for the first quarter of this year. The General Index
of Retail Prices rose by only 1.8% between lst

January 1978 and 1lst April and the food index showed a
slightly smaller rise of 1.6% over the same period.
But as I commented last year, the impact of price
inflation on household budgets in Gibraltar has been

‘considerably lessened in the past by the fact that

electricity and water have been supplied at heavily
subsidised prices and by the fact that public sector
housing rents are a long way below the levels
necessary to maintain and service the asset; indeed,
in terms of average earnings, rents are well below the
level which an average family in many countries is
expected to pay for housing itself. Although the
subsidies for water and electricity were reduced
significantly in 1977, general revenues still
contributed some £870,000 and both services will be
in need of further subsidies to cover their estimated
operating deficits this year. The same will be true
of housing.

Average weekly earnings rose to just over £43 in October
1977. Within the public sector, average earnings rose
from an estimated £38 a week in October 1976 to around
£41 in October 1977. Overall in real terms and taking
account of PAYE and inflation, it is estimated that the
value of average take-home pay fell by about 8% during
the twelve months period October 1976 to October 1977
and was 7% below the level ruling in 1972. Bearing in
mind that a year before, that is in October 1976, it
was estimated that average take-home pay was about 5%
more than in October 1972, the interim payment to most
public sector employees late in 1977 pending a final
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setitleuent of the 1976 and 1977 pay reviews, was
clearly justified to prevent the further erosion of
rear earnings as a result of thedelay in reaching a
secttlement. Estimated GNP per capita in Gibraltar for
1976-7T7 was £1460 or 75% of the corresponding figure
for the United Kingdom.

Inflation hits hardest at those on fixed incomes,
especially the elderly, and those at the very bottom
of the wages pyramid and it was clearly necessary in
1977 to do something for these groups. Social security
benefits were therefore increased substantially:
retirement pensions and elderly persons pensions went
up by 31% and 19% respectively while supplementary
benefits rose by 18%. Compared with the cost of the
subsidies paid to the consumer services, the

additional cost of these benefits in 1978-79 is very
small: it is estimated to be £148,000 and everyone,

I am sure, will consider that every pound of this
increase is a fully justified charge on the general
revenues, Significant though these increased benefits
were, the most important feature in the field of socizl
welfare in Gibraltar in 1977 - one might perhaps call it
a milestone - was the decision to index-link social
insgranue old age pensions with effect from January
1978.

While Western Europe and North America continue to
struggle with the problem of persistent, large scale
unemployment, Gibraltar is happily spared this ill.
Excluding a small, hard core of 40 or so Gibraltarians
whom, for one reason or another, it is virtually
impossible to place in employment, we are fortunate that,
as a generalisation, there has always been a surplus
of jobs in relation to manpower resources. There are
however, a number of disturbing imbalances in the
labour market and these became more apparent in the
October 1977 Employment Survey. This showed that both
full-time and part-time employment outside Government
fell by 11% between April 1975 and October 1977. This
was in marked contrast to employment within the
Government which rose by 15% over the same period.

Employment in the private sector which reached a peak
of 5¢22 in April 1975, had fallen to 3895 in October
1977, a reduciion of 22%. The largest reductions were
in tre retail trade, the hotel industry and the
building and construction industry which has been
exper*iencing o recession following the ending of the
major Ministry of Defence contracts at Europa and the
corzietion of the Government's single largest project
at Varyl Begg. While the drop in the numbers employed
in the building and construction industry mainly
affected immigrant labour, the 15% reduction in the
numbers employed in the retail trade was largely
Gibraltarian, particularly males in part-time weekly
Paid employment. In the hotel industry the numbers in
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employment fell by about 30% over the same thirty
months, April 1975 to October 1977 affecting both
Gibraltarians and immigrant workers. While the overall
fall in private sector employment is largely the result
of recession in building and construction industry

and the generally depressed state of the tourist
industry, there is at the same time little doubt

that employers in the private sector have cut back
manning levels in the face of rising labour costs
which have ccnsistently taken the form of flat

rate awards. This seems to be particularly erident

in the retail trades, traditionally a sector which has
absorbed part of the annual influx on to the labour
market of school leavers.

The 15% increase in full time employment with the
Gibraltar Government between April 1975 and October
1977 represents a continuation of the sharp upward
trend in the numbers employed by the Government which
has taken place since 1974.

The 1978-81 Development Programme the major elements
of which were settled during the Minister of Overseas
Developments visit at the beginning of the month and
about which I shall have something to say later, will
create a fresh demand for labour in the building

and construction industry and should be capable of
sustaining over the next four years a significantly
higher level of employment. While the prospects for
the industry are not unpromising there is little
evidence to suggest that the other imbalances in our
labour market will be removed. I mentioned last

year that there was a persistent pool of unemployment
-amongst young pecple, especially in the case of female
school leavers. This remains, but as the Minister for
Labour and Social Security informed the House at the
February meeting the situation has shown some
improvement. Nevertheless flat rate pay awards, although
they protect the real level of earnlngs for most of
those in employment, cause a decline in the effective
demand’ for labour which bears most heavily on the
unskilled and, therefore, upon the number of
opportunities open to young people and especially those
who have just left school.

1977 was another poor year for Gibraltar's tourist
industry and it would, unfortunately, be over-optimistic
on the present evidence to forecast an appreciable up-
turn this year.

The continuing high level of unemployment in the United
Kingdom = still the main market for the local tourist
traffic - coupled with the severe restraint on wages,
to which the decline of the industry in 1976 was
largely attributable, was aggravated last year by other
faotors. Firat and foremost was the redustion in the
number of scheduled flights to Gibraltar and with it a
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further reduction in the number of cheaper fare seats
available. Second, Spanish resorts the majority of
whor: already had a competitive edge over Gibraltar in
terms of air fares, gained an even greater advantage
as a result of last year's devaluation of the peseta.
This advanta;z: has been increased even more by the
recent strergth of sterling.

Thus the already depressed state of the tourist
irdustry in 1976 worsened still further; for the

second year running the number of tourist hotel
arrivals fell as did tourist guest nights scld. Compared
with 1976 the former declined by 13% and the latter

by 19%. The average length of stay by tourists also
went down from 7.4 nights to 6.9 nights. Against this
however non-tourist arrivals increased by 6% from

5686 in 1976 to 6082 last year. No figure is available
of the estimated decrease in tourist spending but there
seems little doubt that it was less in real terms than-
in 1976a

While the hotel industry bore the brunt of this decline
in tourism, the overall effect on the economy was
censiderably less than it might have been. That this is
s0 is due to the expansion of the excursion traffic from:
Morocco which went up by a substantial 35% and the
continuing growth in the number of yachts calling at
Gibraltar - 3664 calls in 1977 by comparison with

2758 in 1976, an increase of 33%.

As anticipated the number of calls by cruise liners was
less than in the previous year and there was, of course,
a corresponding drop in the number of passengers
landing - from 53,016 in 1976 to 42,333 in 1977,

roughly 20%.

It would be pleasant to be able to say that the
tourist industry faces brighter prospects in 1978.
Unfortunately that does not appear to be very
likely. The limited availability of package fare
seats; the high cost of fares compared with those
arailable to neighbouring resorts and indeed to the
Mediterranean area generally; and the inconvenient
and costly travel arrangements to the point of
derarture which face all potential holiday~makers to
Gibraltar from anywhere but the London area itself,
seem crrtain to preclude any significant reversal of
vhe decline in holiday traffic arriving by air on
schéduled services. If this were the whole story the
prospects would indeed be gloomy; fortunately it is
not and 1978 will see an increased number of charter
operations which should mitigate to some extent at
least the declining number of holiday arrivals by
schedule services and afford some relief for the hard
pressed hotel industry.

I mentioned last year that visitore arriving by yacht
185,
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spend on average a great deal more per dsy than
package holiday tourists and that those who come

over from liorccco cn day shopping excursions have -
proved to be the highest spenders of all. Togeth:r,
they are now in fact a very important source of
tourist earnings: the latest expenditure data shows
that receipts from this source rose by 76%

between 1975 and 1976 and the substantial increase
in this traffic last year which I mentioned a moment
ago could well result in a corresponding further
increase in 1977. But some of this valuable source of
tourist earnings which has expanded so much in

the last two or three years despite the lack of the
planned marina development and in the face of growing
competition in neighbouring coastal areas, could
easily dry up or at least be greatly reduced if that
development is too long delayed or if there is an
insufficiently imaginative response by the trading
community to customer demand.

1977 was another modestly successful year for the Port.
There was no significant change in the total number of
ships calling at Gibraltar - 2591 as against 2553 in
1976 -~ but the total tonnage entering the Port
increased by over 1 million tons to 20.1 million. On
the other hand calls by deep-sea vessels fell by 36

as compared with 1976 to 1856. There were more calls
for cargo purposes; the number of ships calling for
repairs was virtually unchanged but there were fewer
calls for crew changes, medical attention, provisioning
and bunkers.

Containers have been handled in Gibraltar for some
years on an irregular basis; 162 were, for instance,
lzanded in 1973 and this number had risen to 498 in
1975. But the inauguration iast July of regular
container services marked the beginning of a
significant change in Port operations. Container
services now call regularly every four days and the
volume of container traffic has built up rapidly.
Altogether 1154 containers were landed during 1977 and
by the end of this year it is expected that the annual
rate of landings will be around the 2000 mark.

Apart from "Mighty Mac" the Port is not properly
equipped to handle this volume of container traffic

and the rapid build-up which has taken place in the
last nine months has caused severe congestion and other
operational problems.

Improvements are very urgently necessary to create

the additional space required to handle this traffic

efficiently and the House will, I am sure, echo the

Government's satisfaction at the allocation of

British development aid funds in the 1978-81

Development Programme for the reclamation project between

Jetties 2 and 3., It is to be hoped that very

early Ministry of Defencesglearance will be forthcoming
186,

and that there will be speedy approval from the
Minicory of Overseas Development to go ahead with a
~rojecyv which nas been gestating so long.

Pelecommunications which I mentioned last year as being
inzdequate, have, 1 am glad to say, been greatly
improved by the introduction of better dialling

_ facilities and the micro-wave link.

No one should underestimate the essential contribution
which the Port makes to Gibraltar's economy in spite of
the geographical and other handicaps under which it
operates. The Port has an excellent reputation for
efficient and expeditious service: it is currently
estimated that its contribution to the economy overall
is at least 60% of that of the tourist industry and it
is worthwhile repeating what I said last year ~ the
Port's well-deserved reputation should be capitalised.
Unfortunately the prospects facing shipping cver the
next year or two are anything but good. There are at
present too many ships chasing too little trade and as a
result there has been a depressing upward trend in world
tonnage laid up. According to recently published figures
6% of British flag ships were idle at the beginning of
this year and the Danish and Swedish fleets have been worse
hit. Thexw is little 1likelihood that things will improve
‘ntil there is a general recovery in world trade.

No account of the Port's activities in 1977, however

brief, would be complete without at least a passing
reference to the departure of the P & O tanker "Ottawa"
which had become such a landmark at the Detached Mole

and a valuable one to boot., With her going the

revenue lost £85,000 a year in berthing charges. With so
many ships, especially tankers, laid up all over the world
is it too much to hope that at least one might find :
Gibraltar a convenient place in which to wait her turn

for re-employment?

Moving into the financial field, the value of currency
notes in circulation rose from £3.95 millions in March
1977 to a peak monthly figure of £4.8 millions in December.
By March this year it had fallen back to £4.34 millions.

The new currency note series which went into circulation
tetween June and December last year appears to have been
well received although considerably less use has been
made of the £20 notes than might have been, and indeed
was expecied. Tue withdrawal of the old series notes has
gone swoothly and rapidly and the numbers which are

1cw being returned to the Treasury for destruction are
leiliag off. It is proposed to demonetise all the:old
g2ies notes during the course of this year. Ample
notice will of course be given.

Commercial bank deposits rose by just over £3 millions
between December 1976 and December 1977 but once again
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time deposits as a proportion of total deposits fell
slightly. In the same period loans and advances by
the cormercial banks increased by £2.5 millions - .
23% higher than the previous year's corresponding
figure.

Following the October 1977 reduction of the Bank

of England minimum landing rate, the Gibraltar
commercial banks, in line with those in the United
Kingdom reduced the rate payable on their savings
accounts from 5% to 4%. The move was made in
consultation with the Covernment which had the
opportunity to make a similar reduction of the rate
payable by the Government Savings Bank. Two -
considerations however, decided the Government not to
follow suit and to leave the rate unchanged at 5%.
There was at that time a good deal of uncertainty
about interest rates: the Bank of England's move

was seen as an attempt to ease the upward pressure

on sterling rather than as a firm indication of
interest rates stabilising at a lower level. Moreover,
the performance of the Government Savings Bank
continued to disappoint. It was hoped therefore, by .
leaving the rate at 5% and thus giving a full percentage
point margin over the rate payable by the commercial
banks on savings accounts, to increase the
attractiveness of investment with the Savings Bank.

It is too early to judge whether this decision has met
with any success and in any case the announcement on
April 11th that the minimum lending rate has been
raised to 74% may call for a review. There was,
however, an increase of 3% in the amount of deposits
with the Bank between December 1976 and December 1977
but in real terms the value of deposits has continued
to fall and is today about 60% less than it was in
1972. In contrast during the same period the value of
savings account deposits at the commercial banks has
shown a real increase of roughly 20% and at the end of
1977 the level of these deposits was approximately double
that of the Savings Bank.

The total value of imports in 1977 was £39.6 million as
compared with £32.4 million in 1976, an increase of 22%.
Excluding petroleum products, the figures are £28,0
million for 1977 and £21.1 million for 1976 an increase
of 33%. Since retail prices overall rose by about 15%
it is probable therefore that there was also an
increase in the volume of trade last year.

In giving the corresponding trade figures last year

I noted that there had been a decline in the

consumption of food as a proportion of total
consumption. That decline continued in 1977 and slightly
accelerated, the 1977 figure being 32% as against 36%
the previous year and 39% in 1974. It 1s unlikely that
this continuing decline can be attributed solely to
higher local living standards and with them
proportionately higher spending on consumer durables. It
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is more than probable that the slight acceleration
reflects the higher volume of trade generated by day
excursionists from Morocco who, as I have said, are
Gibreltar's high spending visitors. Pointers to this
probavility were, for example, the significant

increases by comparison with 1976 in sales of clothing,
hi-fi eqguipmer.5, perfumery and watches. Even so there is
not wuch dcub® that Gibraltarians are tending .to spend

an in~creasing proportion of disposable incomes on consumer
hardwere and the like. An unusually large number of motor
7et .cles was imported -~ the unverified figure is 73Q of
which no fewer than 70 were for commercial use, an
increase of 70% as compared with 1976. The in-flow of
colour television sets continued - 1500 last year, 2000 in
1976 and some 1300 the year before, so that over the ;
last few years nearly 5000 colour sets in all have been
brought in, representing an investment by the community
at large of at least one and a half million pounds. +o
juxtapose personal spending of a sum of this magnitude
and the amount of the public subsidies to the consumer .
services ought to give a great deal of food for thought.

There was little change in the value of exports during
1977. 2% £13.9 millions these were marginally greater
than in 1976 waen the figure was£l3.7 millions. The value
of tuel -0il and petroleum products exported as bunkers
fell from £11.9 millions in 1976 to £11.4 millions in -
2577 and in terms of volume fell from 222,000 to 189,000
tons a decline which was greater and more persistent than
expected.

The deficit balance of visible trade rose from £18.7
millions in 1976 to £25.7 millions in 1977, an adverse
change of 37%. Taking the value of fuel oil and
petroleum products out of the account, the deficit was
£25.5 millions as compared with the 1976 figure of
£19.3 millions. From the scanty data which is available
it is estimated that invisible earnings and exports
exceeded the visible trade deficit and that there
continued to be an overall balance of payments surplus
in 1977.

Wi+h that brief resume” of the economic scene in

Gioraltar in 1977-78 I will now deal with the Government's
financial position, starting as usual, with the out-turn
for the financial year which ended on 31lst March 1977.

By way of a preamble I must express regret that once
3gain it has proved impossible to lay on the table, before
the House comes to consider the estimates for 1978-79,
the accounts for 1976~77 together with the Principal
Auditor's Report thereon. The law allows a period of
nine months for the preparation and submission for audit
of the annual accounts and a further three months for
the actual audit and report. By comparison with other
places the first period, that is, the time allowed for
the preparation of the final accounts, is generous but
notwithstanding this genevrous latitude allowed by law it
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was hoped that in practice the time scale could be
shortened. Unfortunately not only was that hope not
realised last year but in the event the period had to
be extended by some six weeks and the final accounts
were not submitted for audit until February 21st. The
reason for this was the delay in the receipt by

the Treasury of certain special fund accounts without
which, of course, the annual statement of the
Government's assets and liabilities could not be
completed. The importance to be attached to this

is not so much the failure to submit these accounts by
the due date but the fact that it reflects adversely
on the capacity of the accounting system and those who
man it to cope adequately not merely with the steadily
increasing volume of accounting transactions but with
their increasing complexity as well. This is not, I
repeat this' is not, a criticism of the accounting
staff as a whole; much less does it imply any criticism
of any individual group of officers. Quite the contrary
in fact: it voices my growing concern -that too much
is being expected of them.

In 1978-79 the Government will have to account for
financial transactions amounting in aggregate value to
something like four times the value of five years ago.
While it does not necessarily follow that there will
have been an equivalent increase in the volume of
accounting transactions it is, I think, quite obvious
that these too have increased very substantially
indeed. ot only that, but they have become more
varied and more scphisticated: the funding operation
which has been introduced for the traded services for
electricity, water and telephones for example, to
which we are now adding housing; the greater number
and variety of development aided projects is another
instance. My concern is that it should continue to be
assumed that the 'machinery' so to speak, which was able
effectively to account for the volume and nature of the
financial transactions of the Government in the past
should be able to do so now and in the future without
change and improvement,

There is, I believe, insufficient awareness of the fact
that today the proper imzintenance of the Government's
accounts is a specialised field which calls for
specific training and for greater continuity of s*%aff,
It is no longer sufficient to expect juniox stalf to
acquire a satisfactory knowledge of accounts as they go
along and it is certainly not reasonable to expect
them to do so when they can be engaged on accounting
duties one month and transferred to something else the
next. At the same time it is pointless to spend time
and money on training staff in accounting work if those
who receive training are then transferred to other
duties, -

Specialisation, it must be acknowledged, presents
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Par*icular problems in any small organisation but in
relation to the accounting function I believe that

these problems can be overcome if they are approachc: ’th
an opsn mind about changing the established practices

of the past and are tackled with imagination. The one
thing no Government can afford is to have a serious
accounting breakdown.

The Financial Statement which accompanied the estimates
presented to the House at Budget time last year
predicted as the out-turn for 1976-77 a revised working
balance of £498,004 for the year. That figure of course
reflected the operations on the funded services for.
electricity, potable water and telephones and took
account of the budgetary contiributions to those services
and to the Improvement and Development Fund. In the
event the final accounts will show a surplus of

£621,879 after allowing for losses on the realisation

of Consolidated Fund investments amounting to some
£48,000 partially offset by an appreciation of their
value by some £16,300, Revenue and expenditure both
exceeded the revised estimates, revenue by some £232,000
and expenditure by £77,000, Overall therefore, there was
thus an improvement of £123,875 on the predicted surplus
for thre year and the Consolidated Fund balance with which
the Government bhegan the financial year 1977-78 was
£3,552,693 as compared with the revised estimated figure
of £3,426,817.

T shou.d like to preface some comments on the revenue and
2xpenditure for 1977-78 by making it clear that although
we are now almost a month into the new financial year the
figures shown in the "Revised Estimates 1977-~78" column
of the Estimates are what they are stated to be~ that is
revised estimates. The House will appreciate, I hope,
that in order to comply with Standing Order 44(1) a gocd
deal of the compilation and some of the printing had been
completed by the 1st April; but while the revised
estimated figures are based on much more up-to-date
information than is usually -possible - indeed some last
minute changes were still being made the day before the
Estimates were distributed to members -~ the figures do
not purport <o reflect the final position as at the

close of account on 31st March., The figures will however
be cloxz2r to the final position than usual and at the end
«f this statement I shall give the House details of
further adjustments based on even later figures. That is
figurecs which btecame available since the Estimates were
cistributed. For the moment however, I want to make it
clear that I shall be dealing with the figures which Hon
Members have in front of them. )

For the year just ended the Government budgetted for a
current account deficit of £921,370 and a Consolidated
Fund balance as at 31st March of £2,507,447. The accounts
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when they come to be prepared will, I am afraid, show a
very different state of affairs.

Although revenue increased substantially - the revised
figure was almost £18.6 millions, an increase of £2.0
millions over the original estimate - recurrent
expenditure has risen by a great deal more. At a figure
of £17.35 millions, the increase was £2.7 millions.
Taking account of the approved budgetary contribution
to the Improvement and Development Fund of £330,000

and ,of the subventions to the Government's traded
services for electricity, potable water and telephones
amounting in aggregate to £2.5 millions, total
expenditure chargeable on the Consolidated Fund in
1977-78 will now be £20.2 millions. The largest single
item of additional expenditure was the lump sum payment
of £250 to every Government employee around the turn of
the year on account of the amount due in respect of

the ultimate settlement of the 1976 Pay Review. In
agisregate thece payments cost approximately £660,000
gross. The payments were of course subject to income
tax and as I am sure the House is aware, it was agreed
at the time the payments were made that an interim

flat rate of 25% should be applied through the PAYE
mechanism on account of the tax due, leaving the
necessary adjustments to be made when each individual's
final assessment is raised. 4 further £203,000 had to
be provided for residual payments arising out of the
settlement of the 1974 Review. These payments included
awards under the Efficiency Agreement in respect of
industrial gredes and the cost of a number of
adjustments for overtime and allowances. The approved
provision for the maintenance and repair of Crown
Properties, including the Government housing estate,
had to be supplemented by an additional appropriation
of £225,000 as a result indirectly of the industrial
action last summer.

Other significant supplementary appropriations which
have been approved during the year are £140,000 for the
Philatelic Bureau for agency payments as a result of the
very large increase in philatelic sales; £80,000 for the
importation of water; £62,000 to meet the ever increasing
cost of drugs and medicinal requirements and £76,000 for
the payment of increased social security benefits. The
remaining increases in expenditure during the year are
spread over the Government's services as a whole
including of course the funded services. The additional
expenditure on these was of course recovered by the
Consolidated Fund in accordance with the regulations of
the respective Special Funds and is reflected in the
amounts shown in the Revised Estimates column of

Revenue Head 8,

In all, the House has approved eight schedules of
supplementary estimates and has appropriated
additional funds amounting to almost £2.37 millions.
There is thus a discrepancy of some £305,000 between
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total expenditure for the year and the total
avpropriated. Of this sum £284,000 is accounted for ty
increases on the Consolidated IPund Services which have
been auilorised in accordance with the provisions of the
Public Tinance (fontrol and Audit) Ordinance,

(0 the surface ¢f these figures it would appear therefore
trat thore wili be excess expenditure of a mere £21,000
211 that there has been a considerable improvement on past
pevfo . mance. It suggests that if nothing else has been
e«chieved in the way of improving the control and
management of public expenditure, Controlling Officers
are becoming more aware of the necessity for obtaining
proper authority before incurring expenditure.
Unfortunately these overall figures can hide a nultitude
of sins of omission and commission which will only be
revealed when the final figures for each subhead of
expenditure are available and subjected to audit
examination. The Treasury is aware, for example, that
there is uncovered expenditure of some £120,000 cn
account of the excess value of unallocated stores
purchases over issues. This will bring the total value
c¢f purchases in =xcess of issues over the last five years
tc almost £4 milliion. The persistent pattern of
prrchases exceeding issues is worrying; stocks are
continuously recosted to take account of rising prices
ar.a theoretically therefore even allowing for lags and
leads, the value of issues over a period should be
approximately the same as the value of purchases and

the unallocated stores account should be maintained in
rough balance - unless, that is, there has been a ’
planned programme of stock-piling. It seems clear from
the persistent excess of purchases over issues that the
total value and quantity of the Government's stock
holding has steadily  increased. It is proposed this year
to review the position in the light of requirements for
the development programme and the increasing commitments
on maintenance works, with the object of ensuring that the
stock -holding is not further increased unnecessarily.

There is clearly still very considerable scope for
improvement in Gibraltar's Government management of public
funds and there is still a lack of awareness of the need
for much greater economy in the expenditure of tax

ayers' money. I should like to hope that it will be
possible this year to introduce appropriate machinery to

-achieve a creater degree of public accountability.

Statutory expenditure in 1977-78 is expected to rise from
an estimated £1.46 millions to £1.75 millions, the increase
being £283,982. The cost of statutory pensions and
gratuities rose sharply and inevitably as a result of
index~linking and higher levels of salaries and will
increase still further of course in future years. There
were also increased public debt charges as a result of a
reassessment of the necessary sinking fund provision for
the redemption of certain loans.
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And now Revenue.

As I have already mentioned total Government revenuvz

at almost £18.6 millions was up by £2.0 million on

the approved estimate. As might be expected the

payment of the interim award resulted in increased
income tax receipts. The total yield was £5.5 millions
an increase over the original estimate of £640,000

the main component being, of course, PAYE deductions which
yielded a net total of £3.87 millions; corporation tax
brought in £0.95 million and other receipts amounted to
£710,000, It may come as a surprise to Hon Members to
learn, however, that the item which showed the largest
increase was revenue from philetelic sales. At

£895,000 receipts were very nearly three times the
estimate. The magnitude of this increase was due almost
entirely to the enormous success of the commemorative
issue marking HM The Queen's Silver Jubilee and a
special issue on the Europa theme. The Silver

Jubilee stamps, of which Gibraltar's issue was but

one of many, attracted immense world wide interest
amongst collectors and although it is to be followed
this year by a sequel commemorating the Coronation,
philatelic authorities are not predicting a

comparable response. To a considerable extent therefore,
this very large increase in philatelic revenue last
year must be treated as a "windfall" which will not

be repeated this year. Another "windfall" which, although
emall by comparison, may be of interest to the House is
the receipt of some £43,000 arising out of the arrest
and sale of merchant ships, including the LPG carrier
"Norfolk Multina", under the Admiralty Jurisdiction of
the Supreme Court as a result of which revenue from
Court Fees was boosted to £47,500.

The 1977-78 Estimates presented to the House put the
revenue from customs duties at £2.89 millions and
following the increases in the rates of specific duties-
on spirits and tobacco etc introduced in the 1977 Finance
Ordinance, the figure was raised to £3,147,000. This
proved to be a very close estimate: the final revised
figure is £3,20 millions.

or £26,500 -

. Export duties realised £81,500/less than the estimates

and the shortfell reflects the fact that there has been,
over the last twelve months, a decline in the volume of
bunker traffic. I have heard it claimed that this decline
has been the direct consequence of the Government's
decision last year to increase the duty on bunker oils
exported and I dare say we shall hear more of that,
perhaps, as an argument for adjusting the rate of duty
downwards. The Government does not accept, however, that
the decline in bunker traffic in the period April 1977 to
March 1978 as compared with the corresponding twelve
months of the previous year justifies the contention that
it was the higher rate of export duty that was responsible.
The decline in bunkers sold first showed up in the
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figures for ilarch, 1977 that is, before the

inereesed duty was announced. In that month the .
vonnage fell quite dramctically by some 58% as.
compared with the previous month; it was also 27% less

_ than in Merch ofthe previous year and was in fact not

cniy lower than for any single month of 1976-77

but wss also 39% less than the average monthly tonnage
exported during the preceding twelve months. It is
never sensible to draw firm conclusions from a single
month's statistics but in this case the March 1977
figures did in fact point to the general down-turn

in bunker traffic which has, not unexpectedly,
accompanied the fall in the number of deep-sea ships
calling at Gibraltar. As I have already noted this
fell from 1892 in 1976-77 to 1856 in 1977~78. Another
factor which made the figures worse than they might
otherwise have been was the weather in Februzry this
year when there was a period of sustained westerly
gales culminating in the closure of the Port for 24
hours on the 25th/26th, an event which has not occurred -
for over 18 years., Finally I might add that Gibraltar
was not alone in experiencing a decline in bunker
traffic; my information is that Ceuta was also affected
notwithstanding the regular use which is made of that
port by Soviet flag ships.

- 2everting to the items which showed increases, the

Revenue took credit for a surplus on the Note Security
Fund amounting to £124,805 which became available for
transfer once the 1976-77 accounts had been finally
closed. The surplus was principally due to appreciation
in the value of the relevant investment portfolio. A
similar situation arose in respect of the Government
Savings Bank which also benefitted from the annual
revaluation of the investments held. The estimate of
£10,000 was based on the assumption that the
appreciation revealed by a.revaluation of the Bank's
investments as at 31st January, 1977, would not be
eroded by the end of the year. In the event there was a
significant appreciation of investments amounting to
£71,714 with a net loss on portfolio transactions of
£23,500, The estimate of £10,000 moreover did not
include any element of profit on the operations of the
Bank and after making allowance for this - it amounted to
£85,800 - the actual revenue brought to account rose by
£120,000.

Other notewortry increases over the amounts originally
estimated were “he Internal Revenue head which is
expec*ed to produce an additional £184,000 as a result of
“ncreaved rate collections and an unexpected £50,000 by
vay rf estate duty; receipts from berthing charges viere
weosted by £90,000 largely as a result of the continued
stay of the tanker "Ottawa'"; revenue from reimbursements
is also expected to exceed the estimate, in this case by
£327,000 due in part to a higher payment from the
Admiralty in respect of its share of Police costs and
partly by way of recoveries from the public utility

195.



special funds of increased expenditure incurred by
the Consolidated Fund on the undertakings; and finally
an additional £80,000 accrued to Revenue from interest on
Consolidated Fund investments.

On the other side of the account there were some shortfalls.
‘Revenue from licences was affected by the delay in settling
the dispute between the Government and the major sporting’
club as a result of which no revenue was collected under
subhgad 7 of Head 4. The shortfall of £80,000 from this
source was partly offset by increased receipts from

motor vehicles fees.

Net profit on the Government lottery is not expected to
reach the original estimate of £311,000 - not quite: the
revised figure is £293,000. There were for a time fewer
vendors than usual and as a result a greater than average
number of tickets were returned unsold. This situation,
happily, was only temporary and sales have returned to
normal. Indeed over the last two weeks there has been a
complete sell out. The Government lottery is very much an
established feature of the Gibraltar scene =nd its

success year on year reflects much credit on the

Advisory Commitiee and on the Treasury staff concerned with
its administration. As announced last week the extraordinary
June draw will be for a record £30,000 first prize. Tickets
will go on sale at the beginning of May at £3 each.

The interest rate charged on capital expenditure
recoverable from the public utility undertakings mirrors
the rate payable on the Government's account in the

Joint Consolidated Fund at the Crown Agents. This fell
progressively during 1977-78 in line with the reduction of
the UK bank rate from 11% at the beginning of the year to 4%
in February 1978 and consequentially therefore the rate
charged on the Special Funds was also reduced. The effect
is shown by a reduction of £106,000 in the interest
recoverable from these Funds under Head 7. Netting out this
shortfall against the higher receipts by way of interest
payable on the Consolidated Fund investments, the overall
revenue from interest was down by only some £24,000,

So much for the Consolidated Fund account in 1977-78.

The Trojan Horse in the Government's financial position
end absolutely crucial now and in the future to the
City's finencial viability is the level of subsidisation
of the consumer services - that is electricity, potable
water and telephones - and the extent to which public
housing per se continues to be subsidised as opposzd to
the payment of discriminating subsidies to individual
occupiers of housing by way of equitable rent reflief
arrangements.

Total expenditure on these consumer subsidies in 1977-78
was £2.54 millions. Of this £1.67 million was accounted
for by the estimated deficigz brought forward from 1976-77.

These deficits were actually slightly less than forzcazt:
in the case of electricity the betterment was £48,000:

in the case o. water there was an improvement of £17,000
and for telephines the figure was £?7,000. Taken
together iher: was thus an overall imprpvement of some
£92,L00 and the Services Special Funds wgn? into

1977-(8 with the following uncovered deficits:
alectricity £601,628; potable water £779,299 and
celephones £196,793.

Except in the case of telephones the increases iq
charges which were introduced in the Finance quinagce
last year were not intended to meet these deficits in
full and further subsidies amounting to £870,000

were voted. These it was estimated, would prgdgee
marginal end of year surpluses on the electricity and
water funds.

In view of tre over-riding importance which the cost of
these consumer servicés has for the Government's
financial position now and in the future, I shall deal
with each one separately starting with electricity.

As I do-zo Hon Members may find it useful to.ccnsult
lprendices 'A+, 'B' and 'C' to the draft Estimates
<ppearing on pages 107 to 109,

Net of the smaller deficit brought down from 1976-77
total expenditure on electricity gegeratlon was only
very slightly greater than was O;iglnally estimated -
about 44%. Most of the items making up the expenditure
cost rather more but for the reasons I have already
explained there was a reduction of capital charges
from an estimated £152,000 to £128,000. On the income
side however, there was a substantial drop due very
largely, I regret to say, to an over-estimate of the
revenue in respect of bills issued and, as a result, the
marginal end of year surplus which was forecast is
likely to be a deficit of about £160,000.

Total expenditure on the supply of poFaple water was
£1,07 million. Net of the smaller deficit brought
forward from 1976-77 this was some £8,800 more than was
oririnally estimated. The biggest increase was on Other
Charges expenditure. This, however, was more than
offse’ by reduced capital charges. Income was poosted
ty sales of imported water to the Property Services
Agency amounting to some £42,000 and by other
unbudgetted receipts of £4,000. The net result was an
increase in the forecast surplus to £44,570.

There was also a larger end of year surplus on the
Telephones Services Fund than was forecast. Income,
exclusive of the subsidy went up by £9,000 and
expenditure net of the reduced deficit brought down,
increased by some £5,000.
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Overall the Government's financial position detsriorated
sharply and it will start a year in which it will be
faced with huge increased costs, with a somewhat .
smaller Consolidated ¥Fund balance than the £2.5 million
which was forecast in last year's budget. As I have
explained, the main reason for this deterioration was
increased expenditure, much of it, but by no means all,
virtually inescapable - the cost of the interim award and
residual payments on account of the 1974 Pay Review for
example - and had it not been for some substantial,
unfereseen revenue receipts the end of year position would
have been considerably worse than it is.

Finally the Improvement and Development Fund. The surplus
shown in the estimates as presented to the House last year
to be carried forward into 1977-78 was put at £67,000.

In the event the figure was £55,000. Expenditure on

- development during the year amounted to £2.16 millions

and receipts £2.36 millions of which the bulk came from
United Kingdom development aid -~ £1.63 in round figures -—
and the balance from local sources. As at 31lst March
1978 the revised estimated surplus is therefore £257,000.

Progress on the Programme as a whole was slower than
expected mainly because no start was possible on a rumber
of major projects - the Girls' Comprehensive Schoui, the
Public vorks Workshops and Garage and Port reclamation
for example. Moreover, progress on some on-going projects
was considerably retarded by the prolonged period of
industrial action during the summer months.

Since the revenue of the Improvement and Development Fund
in 1977-78 was largely derived from United Kingdom -
development aid funds, there is a close relationship
between actual expenditure and actual revenue. The
slower progress achieved resulted in decreased issues and
hence the much reduced level of revenue as compared with
the Estimates.

The surplus balance which will be brought forward into
this year is derived from local funds and is fully
comaitted on on-going works.

And so to the estimates for 1978-79.

There are no changes in the format used for last year's
estimates but this year we have taken advantage of
technological developments and the skill of one member of
my staff in applying them to produce the draft estimates
in booklet form which I am sure Hon Members will find
greatly more convenient than the unwieldy, cyclostyled
sheets with which they have had to contend in the past.
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There is however one important change from last year
which the House should note, Expenditure on and revenue
in respect of public housing has been funded and thrc
estim.:tes of the Housing Fund are set out in Appendix D
on page 110, The establishment of a Housing Fund has
been under considerstion ever since the public utility
services were put on a funded basis in 1976 - to which
inde»d the eslablishment of such a fund is a logicel
seque 1ce. Like the public utility funds, the Housing
Fur i was established by the Governor under section
_6{2)(b) of the Public Finance (Control and Audit)
Ordinance and like them also it will be governed by
regulations. These were published in the Official
Government Gazette on 2nd March 1978,

The regulations enunciate the same basic accounting
principles which have been applied to the other funded
services and these principles are designed, as the.

House is aware, to separate the financial operations of
the service from the Consolidated Fund and by so decing %o
show an accrrate account.of the true cost of providing
that service. For the Housing Fund that includes

of course the very high cost of maintenance. There is in
the case of the Housing Fund however, one important
departure from the pattern followed in establishing

the other puillic service funds; no attempt has been

wzde to extract from the accounts of past years the
figures necessary to establish the accrued deficit.

Although the Housing Fund will share a common .
accounting method with the other service funds, the
regulations must necessarily recognise the particular
requirement of the service concerned. Capital
expenditure on housing has in the past been very largely
financed by grants of development aid funds and for

the next three years at least development aid will
continue to be available to meet a substantial part of
the total cost of the Government's housing programiie. The
Housing Fund will not therefore be charged with capital
expenditure incurred on the construction of Government
housing schemes but Where specific loans are raised

for this purpose the FPund will, in accordance with the
regulations which govern its operation, be charged with
the cost of the interest payable on such loans.

The notional housing account which has been the target
for a great deal of criticism from the opposite side in
past years has needless to say, been abolished.

Seldom, if ever, has a set of estimates had to be
prepared in circumstances of such uncertainty about the.
extent of the Gevernment's financial commitments in the
year ahead. These remained a matter for speculation
until April the 8th when the Official Employers tabled
at Gib Pay 76 an offer to grant parity of salaries and
wages from lst October 1978 and to pay retrospection on
the basis of 85% of parity from lst October 1876 and 390%
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from 1: October 1977 plus appropriate suppiements.

Two years ago the Governnent was criticised for bringing
to the House estimates which did not show the likely

cost of a salaries and wages settlement which was under
negotiation a2t the time. There is a vital difference
between the position then and the position now. The
negotiations in March 1976 had not reached a stage where
there was any basis on which an estimate could be made.
As I said at the time, an estimate can only be made on
the basis of a computation or calculation from known facts
znd their implications. That was exactly the position on
April 8th the day before the Estimates were due to be
distributed to Members of the House: there was a definite
offer on the table and the House and the public had a
right to know how that offer, it if were accepted, would
affect the Government's finances and what it would be
likely to cost the taxpayer. And that is what the
Estimates show.

The offer announced last Thursday, to settle the 1976

Pay Review cn the basis that parity of salaries and wages
will be paid with effect from 1lst July this year will

of course have the effect of changing some of the

figures in these Estimates. The details of these changes
must wait for a moment because the Estimates which ave

now before the House and which the House will be
considering in detail in Committee reflect the position as
it would be had payment of parity been effective from 1lst
October. At the end of this statement I shall give the
House details of the changes which will have to be made as .
a result of the offer which has been made. But until then it
is to the Estimates which are before the House and to the

- figures which appear therein, based as they are on the
official employers' offer of April 8th, that this statement
is directed.

The total estimated gross cost to the Government of the
Official Employers' offer is £6.5 millions and provision
of this sum has been made as a block vote under Head 25,
An enabling clause has been written into the Appropriation
Bill 19786-79 to permit what would othexrwise be
impossibvle; namely the reallocation of this sum, as and
when required, to the ordinary heads of recurrent
expenditure. The gross cost estimate is made up of £2.9
millions for retrospection up to 31lst March, 1978 plus
£3.6 millions for salaries and wages in 1978-79 at the
rate of 90% of parity for 6 months and 100% for 6 months.
It includes also the cost of the aprropriate supplements.
On that basis the tax teke including of course the amount
attritutable to the payments made to employees of the
Ministry of Defence, the Property Services Administration
and the Department of the Environment is estimated to be
£3.8 millions and the enhanced contribution by the
Admiralty in respect of its share of the Police Force
£290,000, It is also estimated that some £250,000 will be
recouped from indirect taxation as a result of increased
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consumer spending on dutiable goods. The total
estimated net cost of the offer which will have to

be borve by Gibraltar taxpayers is thus £2.16

millions. It i: probable that one or two other heads

of revenue may; also benefit - MOD payments for children
at Goverunent schools and services performed by
Goverament ofl’lcers are two examples. In no case could
the awounts ve large however and no allowance has been
itade for such probable additions in the figures I Frave
glven,

The greatest financial impact of any settlement of the
current salaries and wages negotiations will be felt

on the traded services for electricity, potable water and
telephones and on the Housing Fund. I shall have more to
say about this later; for the moment I want to deal
Yitg tge Government's estimates of revenue for

97 "7 °

Direct taxation has now far out-stripped indirect
taxation as whe principal source of Government revenue.
The estimated yield in 1978-79 is put at £9 millions and
as I hare alrecdy explained, this includes an amoun® =
cf £3.8 millions ih respect of the April 8th pay offer.
The estimate »lso takes account of the fact that the
interim payment of £250 made at the beginning of this
year was taxed at a flat rate of 25% and that, as a
result, some additional tax is likely to become due and
payable when individual final assessments are raised,
The amount likely to be due has been put at £80,000.

On the basis of receipts in the financial year which
has just ended and meking allowances for the effect of
inflation on ad valorem duties, the revenue of custcms
could be expected to increase by about 5%. Allowing
£250,000 for the effect of the additional purchasing
power following a pay settlement, the estimate for
1978-79 is £3,65 millions. I have zlready discussed the
decline in bunker traffic during the past twelve months
or so and with shipping generally at a low ebb and litile
to encourage a belief that the tide is turning, the
estimate of revenue from export duties has been put at
£90,000,

A nunber of small increases are budgetted for under

Head 3 - Internal Revenue - but a sizeable increase of
some £12.,000 by comparison with receipts last year has
veeil gctimated for revenue from licences — Head 4. The
estimate assumes once again that the dispute between the
Government and the major licensee will be resolved and
that payment of all outstanding fees will be made during
the financial year.

With the setting up of the Housing PFund rents will be
credited directly to the Fund. The decrease of £619,000
under Head 5 is virtually entirely attributable to the
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funding arrangements.

Departmental Earnings - Head 6 - once again shows a very
substantial increacse over the original estimate for
1977-78. This is as it should be and is evidence that,
speaking generally, departments are making efforts to see
that the charges levied for the services they render are
realisticelly related to the cost of providing those
services. There is, unfortunately, nothing to warrant an
assumption that the Supreme Court in the exercise of-its
Admiralty Jurisdiction will have such a profitable year
as it did in 1977-78 and revenue from Court Fees is
expected to return to about is previous modest level. There
are, however, a number of items which are expected to show
increased receipts. Hospital Fees is one; the increase of
ten pence in the weekly rate of contributions under the
Group Practice Medical Scheme is expected to boost total
receipts to an estimated £311,500. Port earnings will be
affected by the departure of the tanker "Ottawa" and
berthing charges are expected to produce slightly less
than the original estimate last year which did not in
fact make any assumptions about the tanker's continued
stay. The turn-around of container ships is much faster
than that of conventional cargo ships but any reduction
of berthing charges as a result of this will be offset

by revenue from the charges levied on the containers:
themselves, These charges are estimated to produce
£20,000,.

There seems little likelihood that philatelic sales in
1978-79 will match the record levei of last year which
were, as I have already noted, due to the outstanding
success of two special issues. Nonetheless Gibraltar's
philatelic business is steadily increasing and revenue
from this source should show a significant increase

over actual receipts in 1976-77, which philatelically
speaking, was more likely to be comparable with 1978-79.
However, relative to income the cost of administering’
the Philatelic Bureau is edging up and one would hope
that the ratio of cost to earnings can be reduced. Having
said that however, it is cnly right that I should draw
attention to the very considerable success which has been
achieved by the Philatelic Bureau in increasing the sales
of Gibraltar's stamps during the last two years. Revenue
from philatelic sales in 1976-77 the first year in which
receipts from such sales were shown separately, was
£384,000: this year the estimate is £% million. The
decision to set up the Bureau and to promote sales was
something of a gamble but the results have been fully
Justified and the staff concerned are to be commended for
their efforts.

In estimating the revenue likely to accrue from the
operations of the Gibraltar Savings Bank in 1978-79
allowance has not only been made for the probable excess of
the Bank's assets over 115% of its liabilities but credit
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has aslso been taken for the amount likely to become

available for transfer under section 13(2) of the

Savings Bank Ordinance - that is, the estimated surplus

of income over expenditure arising on the operaticns of

the Bank Jaring the year. A revaluation of the Savings
Nenlk's zosets as at February 1978 showed an appreciation

of £18,500 and making the same assumption as last yecr -
namely that this appreciation will not be eroded - tre
estimated value of the reserve as at 31lst March 1978

is thus £240,653., The Bank's liability to depositors,

which stcod at £1,481,023 at the beginning of the yezr rose,
however, to £1,507,623 at the 31st ilarch 1978 and

with an estimated £60,000 in respect of interest to be
capitalised on that date the statutory reserve will be
£235,000 as compared with £222,153 last year. The estimated
excess of the Bank's assets over 115% of its liabilities
available for transfer to revenue under section 13(1)

of the Ordinance is therefore £5,653. An operating

surplus of about £79,000 is forecast for 1978-79. By
comparison with last year this may be a slightly :
pessimistic figure but any estimate of the operating
surplus is subject to several imponderables not least an
essessment of whether there will be a significant increase
in the Bank's deposits. In the circumstances in which we
are ent.ring this year it is to be hoped that there will
be: in that cas¢ the statutory reserve will rise and the
increas2 will reduce the transferable profit. All things
considered thereiore it seems prudent to err on the
cautious side «b this stage and to reassess the position
vnen the estimates are revised towards the end of the year.
Ta2 e timate is for a total transfer of a round sum of
£85,000. An appendix setting out the detailed figures I have
been discussing will be distributed with copies of this
statement.

Revenue transfers amounting in aggregate to £1,050,000 are
estimated to accrue from the management of Gibraltar's
currency notes. This amount is made up of three elements.
First the income of the Currency Note Income Accownt is
expected to be £400,000. The value of notes in circulation
as at 31st March 1978 was £4.34 millions and circulation
would seem certain to rise during the remainder of this
year. There will therefore be a consequential increase in
the level cf investments and thus cf interest receivable.
Szeond, tne appreciation in the value of investments held
on accrunt of the Note Security Fund as at December 31st
1577 was £127,000, It has been assumed that there will be
ne arpreciable adverse change by the end of the financial
year and that an estimated surplus of £150,000 will become
available for transfer during 1978-79. Thlrdly there is the
"windfall" gain of £3% million which will arise from +he
demonetisation of all £5 and £1 notes of the old desig

This is quite frankly a "guesstimate" rather than an
estimate and is derived from the total of the ¢ld series
notes known to be in circulation less the numbers

returned up to 31lst March, 1978, and an assessment of the
declining trend of weekly returns of old notes to the
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Treasury during the previous two months. As I have
already said the old notes will be demonetised later
this year with, of course, ample warning.

The interest receivable from the Public Utility Funds

and brought to account under Head 7 represents, as I
explained in the course of the debate on Supplementary
Zstimates No 5 of 1976-77, the recovery of interest

by the Consolidated Fund on capital sums which the
Government has technically lent to the undertakings

for development. The estimate takes account of the further
sums to be made available to the Public Utility
Undertakings this year from the Improvement and Development
Fund for capital expenditure and has been calculated on a
rate of 5%.

My final comment on the Revenue Estimates relates to
Head 8 ~ Reimbursezments. As a whole reimbursements to the
Consolidated Fund are estimated to produce £3.28 millions
more than the revised estimates for 1977-78. This is due
malnly to the setting up on lst April of the Housing Fund,
from which the Consolidated Fund will recover the voted
expenditure on housing, and the effect of the pay
settlement on it and on the public services Special Funds.
The estimated recovery from the Housing Fund is put at
£1.92 millions the other TFunds will repay £4.26 millions
or £1.,07 million more than last year. The other major
item of revenue within this Head covers the contribution
payable by the Admiralty in respect of its share of the
Police Force. The large fluctuations in the annual
payments is due to two things. First, there is the
istorting eifect of the delays in settling the 1974
end 1976 Pay Reviews; second there is the inevitable time
lag between the submission of claims for reimbursement
and actual payment. Consequently the actual revenue
collected and brought to account in any particular year
cannot be strictly related to the actual expenditure
on the Police Force in the .same year. The estimate for
1978-79 may appear at first sight to be inflated by
comparison with previous years; it takes account however
. 0of the much larger contributions which will become due
when the full effects of the interim £250 payment and the
1976 settlement work their way through. The latter, as I
have elready mentioned, 1s estimated to involve an increased
contribution of £2%0,000.

Now for expenditure.

By comparison with last year's estimated figure, total
Government current account spending in 1978-79 is estimated
to rise by 41%% to £24.8 millions, expenditure on

recurrent serv10es being £23.6 millions the budgetary
contributions to the Improvement and Development Fund
£330,000 and subsidies to the consumer services and to the
Housing Fund £0.9 million.

‘Expenditure chargeable on the Consolidated Fund without
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approprlatlon, that is statutory expenditure, is
evtlmated to rice by £480,000 as compared with thp cr
estimutes Lor lact

6 year and by £195,000 as cceupare
the rexf:ed ebtlnuues. The cost of pensions and
gratuities is puv. at £840,000. The consequential increace
in the cost of p=nsions and gratuities which will fellow
settlemznt of tiw Pay Review is not included in this
Tigure but has teen allowed for in the block provisicn
varder Head 29,

Zopenditure on the Public Debt is expected to reach
gust over £1 million in 1978-79 an increase of some
£300,000 over last year's estimates and almost double the
amount actually required in 1976-77. Follow1ng the )
reassessment, which I mentioned earlier, of the nececsary
sinking fund provisions for the redempulon of certain
loans, there are higher contributions in respect of the
1980 loan, the 1971-87 loan, the Viaduct Housing Scheme
loan and the 73% Tax Free Reglstered Debenture issued in
1975. Sinking tund provision is also made in respect of
the 745 Debenture Loan 1992 issued during the last
financial year.

Th2 livuse will have noticed, I am sure, that tentative
provision has also been made under subhead 36 of the
rublic Debt Head for the servicing of new loans which 1%
i~ the Government's intention to raise in 1978-79 in

order to finance, in part, the 1978-81 Development
Progranme. It will be more appropriate to deal with this
item in the context of the next Development Program:e when
I come to the Improvement and Development Fund estimatecs.

In my statement last year I devoted a little time to
reconciling the expenditure which the House was being acsked
to vote for the public utility services with the estimates
of the three related Special Funds. I think the House found
that useful. But rather than go over the same ground azain
in the course of this statement an explanatory note is

attached to the circulated text of the statement, which will,

I hope, assist Hon llembers to reconcile the expenditure as
shown in the estimates of each Special Fund with the
relevant votes in the body of the main Estimates.

The estimates of recurrent expenditure, together of course
with the details of the Improvement and Development Fund
Estimates, will be fully dealt with during the Committee
Stage. I shall therefore move on to the financial framework
6f the Gecernment's Development Programme for the next
three years.

The Programme as reflected in the Estimates calls for
capital expenditure of £22.3 millions with a requirement
for a further £4.5 millions for anew desalination plant
should the on~-going subterranean exploration prove
negative or fail to yield potable water.

As announced on April 6th at the conclusion of the aid talks
205,
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with the Rt Hon Mrs Judith Hart, Minister for Overseas
Development, Her Majesty's Government has agreed to
provide up to £13 millions of develcpment aid grants
towards the Governrent's capital progremme. In addition
a further £1 million will be available under Technical
Cooperation arrangements. The grants will be applied to
three main sectors - housing, including modernisation
and repairs as well as new construction; education in
respect of which the bulk will be for the Girls'
Comprehensive School; and Port Development.

Hon llembers will appreciate that the Estimates which are
now before them had to be prepared before the aid talks
took place. In those circumstances there was no sensible
alternative but to reproduce in the Estimates the content
of the Government's aid submission which formed the
basis for the talks with Mrs Hart. To attempt to explain
the adjustments which are necessary following the aid
telks would, I think, only have confused the House. I
thought it better therefore to incorporate the necessary
changes in a re-printing of the Improvement and
Development Fund estimates and these were circulated to
Hon Members last week together with a revised Financial
Statement of the Fund. The new Financial Statement and
the reprinted Improvement and Development Fund
Estimates replace those which appear in the Estimates
booklet which Hon Members have in their possession. I
give notice therefore that I shall move a motion when the
House goes into Committee on the Estimates to delete
Page 5 and pages 85 to 106 inclusive and to substitute
therefor respectively the new page 5 and the new pages
85 to 106 inclusive.

There seems to have been some uncertainty in the past,
both inside the Government as well as outside, as to the
exact nature of Her Majesty's Government's agreement to
provide aid funds for development purposes. It may be as
well to take this oprortunity thersfore to clarify the
metter. Except in respect of the Girls' Comprehensive
School, the Port Reclamation project and the £3.2 millions
of on-going projects already approved, the British aid
grants for the next development programme have been made on
2 sectoral basis and their application to any particular
project is dependent on the Ministry of Overseas
Development's specific approval of that project. Each
project other than those which are on-going and those
which have already been approved must therefore be +vhe
subject of a separate application. In the case of small
value projects the application takes the form of a
justification together with a relatively simple
description of the works involved and detailed estimates
of cost. Such applications are generally approved quickly.
But for large velue projects a much more comprehensive
appraisal is required and at the present time those
estimated to cost more than £800,000 have to be recommended
by the Projects Committee and be approved by the Minister
- for Overseas Development. For such projects the
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application must provide in addition to a comprehensive
appraisal, a comprehensive social and economic
justification. The Girls' Comprehensive School and tre
Port reclamation projects came within this category.
This procedure inevitably takes longer. This is not a
new requirement but the point I wish to stress is that
because rhe British Government has agreed to provide
aid fundas for new housing, it does not mean that

we are now free to go ahead and spend, for example, the
£125,000 provided this year under Head 101 for the St
Joseph's Hospital housing project. We caa only do so
onge we have obtained specific approval for that particular
scheme.

The Government's planned contribution to the Programme is -
a minimum of £8 millions including £3.5 millions for power
development. If it should prove necessary to invest in

new desalination plant it will be necessary to raise an
additional £4.5 millions and if circumstances were to
arise in which a new airport terminal would be justified .
the Government has accepted that the project which would
be likely to cost £1.5 million would be locally financed,
the debt burden being borne between the users and the
beneficiaries. While it is obvious that a completely new
a@r terminal building could not be designed and built
within the three years of the Programme period, the item
appears in the Estimates for contingent planning purposes.
In the meantime a strictly utilitarian extension is planned
to ease the presant congested arrivals and departures

area and it was agreed at the aid telks that a specific
project for this would be considered for development aid
Ifinancing. ;

Iv must be accepted in principle that revenue-earning
investments such as a new electricity generating station
and, should it be necessary, a new desalination plant,
should be self-financing. It follows that the cost of

these essential developments will have to be found by
borrowing and that the consequential debt servicing will
have to be met eventually by the consumers of electricity
and water. The Government has made great efforts to
ascertain whether loan finance for projects of this kind
could be obtained on soft terms and regretfully I have to
tell the House that it cannot. There will be no alternative
the;efo;e to borrowing on the open market and this means
Paying Wli: going interest rate and accepting relatively
tuort term credit. Both could be made less onerous if Her
Majesty’®s Government were willing to guarantee the
berrowing and this point was made in persuasive terms to
the Minister for Overseas Development during the course of
the aid *alks. '

Notwithstanding that it would be an unusual step for Her
Majesty's Government to take, it is sincerely to be hoped
in the light of the extremely heavy debt burden which this
essential investment implies for the whole community (and
relative to the size of the investment it is a tiny
community) that Her Majesty's Government will see its way
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to making an exception in this case. But whether or not
the debt servicing bturden cun be eased in this way the

_ Governuent is considering ways and means in which the
burden on the consumer can be spread over a ionger term.
But shielding the consumer from unduly heavy debt
servicing charges at the cutset of a reletively short
loan pericd can-only mean tvhat the burden will have to be
borne initially by the Consolidated Fund. This will

place a severe strain on the Government's liquidity position
in the light of the projected Consolidated Fund balances
for:the next few years.

Excluding the investment in power development the
Governnent is faced with financing a further £4.5
nillions tc meet the planned minimum contribution to the
Development Programre. £1 million of this cum will come
from annual tudgetary contributions of which the first
trznche of £330,000 has been provided in the Estimates
under Head 27. It is aiso proposed to offer a similar
sum each year for public subscription by way of a local
tax free deventure loan and it is planned to raise the
balance of £2.5 millions cver the three yvezr pazriod by
mobilising savings thrcugh the implementation of a house
purchase/nome ownership scheme utilising the investment
capzacity of the Government's ocwn funds augmented vy
mcertzaze finance from the banking sector.

Tris brings me back to the estimates of expenditure on
the Public Debt for 1978-79 and in particular to the
amount provided under subhead 36 for the servicing of new
loans to be raised during the course of this year.

The total local borrowing requirement in aid of the
Develcpzment Programze in 1978-79 is £830,000 plus the loan
facility for power development for which provision has
been made under Head 111 of the Improvement and Development
Fund. Part of this £830,000 will be raised as I have
explained, oy the issue of a further tax free debenture.
loan for local subscription. The planned amount is
£330,0C0 out the Government will be ready to increase

the amount if the response warrants it. The remaining £%
million will hzve to come from internal borrowing from

the Government's own funds including the Social Insurance
Fund which so far has not taken up any Gibraltar
Government securities. K

The additional £1 million which is referred to in the
footnote on page 17 of the Estimates relates to the loan
facility to Dbe negotiated for power development. From the
latest reappraisal of this project it is now clear that it
will not be possible to commit so large a sum this year
and the estimate as printed is considerably overstated.
The Government is now advised that £250,000 is the most
that can ressonably be spent in 1978-79 and hence it is
necessary to alter a number of the figures in the
Estimates., First the provision for new debt servicing
under subhead 36 of the Public Debt will be reduced by
£75,000 to £65,000 and the estimated provision for
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capital charges or. the Electricity Undertaking Fund
will be reduced by a like amount. This latter

amendnent gives rise to a consequential reducticn

of thr same amount vnder subhead 9 of the Reimburseunent
Revenue Head. "he amended Improvement and Development
Estirniates (which were circulated to Hon Members last
week) reriect she changes on both sides of the account.

The ngt result of all these adjustments is to reduce
the ¢stimated deficit for the year on the Electricity
Undertaking Fund from £698,260 to £623,260. Since both
revenue and expenditure are equally affected the
Estimated Consolidated Fund balance as at 31lst March
1979 remains unchanged. I need hardly say that the
Approved Estimates will of course incorporate all the
changes I have mentioned.

I have left until last the vital crux of this year's
budgete.

Paraphrasing my own words earlier in this statement, the
subsidised consumer services and subsidised housing rents
are together the Trojan Horse in our financial midst.
Tust now crucisl the continued payment of these huge
subsidies is to Gibraltar's financiel viability can be
seen by comparing the Financial Statement on page 5

o the estimates with the estimates for these services
ifoshown in Appendices A, B, C and D on pages 107 to

Inclusive of the financial effects of parity of salaries
and wages ¢n both sides of the account, ordinary revenue
is expected to exceed ordinary expenditure by almost

£1.7 million. The cost of retrospection for the consumer
services and the Housing Fund cannot of course be

passed on by way of increased charges and rents: that
cost is a fair charge on the general revenues and the
Estimates so provide. In ag-regate, retrospection is
estimated to cost the four funded services £762,000,

In the case of telephones and potable water, the
respective Special Funds are expected to bring forward
from 1977-78 small surpluses: the Electricity Specieal
Fund will bring forward a deficit of £160,694. In
ageregate net terms therefore, the general revenues will
be required to bear a total of £845,297 and provisicn for
an aperopriation of this amount has been made under Head
28. This sum reduces the estimated surplus of ordinery
revenue over recurrent expenditure to £833,393 out cf
which provision has to be made for the budgetary
contribution of £330,000 to the Improvement and Development
Fund. Thus there is an overall estimated revenue surplus
of £503,393 making the projected end of year consolidated
fund balance £2,429,569. '

If that was the whole story I for one, would now be
emulating the proverbial Cheshire Cat. For on the basis
of the existing levels of taxation Gibraltar could look
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forward to a very comfortable revenue surplus every year
and a steadily growing reserve balance with all the
interesting possibilities which such a position would
cffer. '

But it is not the whole story; very far from it; because
that enticing prospect is only realisable if the consumer
services are paying their wey and if housing rents
meet the annual cost of maintaining and servicing the
housing asset. Sadly this is a long way from being the
case. Although charges for electricity, potable water
ard telephones were increased last year only the
telephone service is paying its way; the other two
undertekings are still dependent on large annual, I repeat
annuel, subsidies from general revenue. The same is true
of the Housing Fund. Taking a hypothetical situation in
which a pay review did not exist and inflation was at
zero, no less than approximately £1.2 million would
need to be found each year to meet deficits on the
electricity and water undertakings with another £3 millicn
for the Housing Fund. Moreover that figure of £1.2 million
a year for water and electiricity does not include anything
for the servicing of the new debt commitment.

The payment of parity of salaries-and wages will push
these annual deficits up from £1.7 million to
epproximately £2.5 wmillions in 1978-79. On the
electricity service the deficit will be a huge £700,000
on potable water a still larger £871,000; on the Housing
Fund it will be a stagpering £917,000, and the small
current surplus on the operations of the telephone
service will become a deficit of £88,000,

And it will not stop there. Inflation, if nothing else,
will see to that. Moreover, the electricity service

and guite possibly the water service are going to be
faced with new debt servicing charges in the future and
these will be very substantial even if arrangements can
be made, as I believe they can, to spread repayments over
a much longer period than the Government itself may have
to face.

For over a decade Gibralter's financial situation has
appeared to be reasonably sound. Reserves have been

. maintained at a satisfactory level although when expressed
as a proportion of total annual recurrent expenditure. on
the services provided by the Government the level res
fallen steadily. But this is a case where all that glitters
is not gold and the apparent good health has obscured a
number of serious underlying weaknesses. There has been
inadequate provision for the annuel maintenance and
renewal of Government property, especially housing; even

so rents have been below what was needed to recoup the

sums actually spent on maintaining and servicing the asset;
electricity and water have been supplied at substantially
less than cost; the telephone service has been similarly
subsidieed; latterly real wages and salaries have not kept
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pac= «ith rising costs but earnings have been
artificially inflated by uneconomic overtime working.

Infl. tion, particularly during the seccnd half of tic

last decads has been steadily uncovering these underlying
weaknesses but its full impact has been masked to a
consideratle extent by two things. First the accounting:
the abandoument at the time of the merger of the

separate accounting arrangements for the public utility
services which existed under the City Council, and the
absorption of the accounts of these services into a czin:le
Government general account, henceforth hid the extent tc
which these services were in fact being subsidised from
general taxation. Second, the introduction in 1975

of PAYE, meking possible as it did, vastly improved inccme
tax collections, produced a considerable upsurge of
Government revenue which, temporarily, further

obscured the true underlying position. But the reckoning
cannot be evaded indefinitely and if Gibraltar is to
remain financially solvent the unpalatable facts of

the present situation have to be faced.

The Chief Minister will announce to the House presently
the policy which the Government has decided to adopt to
deal with this situation and the measures which it
proposes to take to reduce the dependence of the

public utilities and public housing on annual budgetary
subsidiez. All I shell say now is that the effect of these
measures in 1976-79 will be to reduce the agregate of

the op~rating deficits on these funded services by
approximately £1 million to around £1.5 million.

Irndividually the uncovered deficits on each service will

be = potable water £717,000; telephones £4,000; housing
£598,000; in the case of elsctricity it will now be £167,000
since as I explained a few moments ago the estimated
provision in the Electricity Fund for capital charges will
be reduced by £75,000. These uncovered deficits will have

to be met by additional budgetary contributions - adiitional,
that is, to the amounts already provided in the Estimates
under Expenditure Head 28, Thus the total required under
this Head will be £2.33 millions and the total of all

the budgetary contributions shown on page 5 of ‘the

Estimates will therefore become £2.66 millions making

the estvimated Consolidated Fund balance shovin on the same
19ge for 3lst March, 1979, £943,569. The estimated werking
suarplus for the year of £503,393 will become a deficit of
u:982 » 607 bl

There =are certain advantages in presenting the Estimates in
late April: one is that it is possible to update the
revised estimates of revenue and expenditure for the
previous year and to give figures which are, or at least I
hope they will prove to be closer to the final positicn
when the books are eventually closed than is certainly
possible with the normal revised Estimates. The latest
available figures for revenue indicate that total
receipts to the end of the year should exceed the amount
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of £18,597,389 shown in the Financial Statement by

some £113,000 and that totel expenditure is likely

to fzl1l short of the amount shown by some £344,000,
There is thus likely to be an overall improvement of
£457,000 on the Consolidated Fund balance to be

brecught forward into this year will be in round Zlpures,
£2.38 millions.

The majority of the adjustments on the Revenue side

are quite small, often a matter of a few hundred pounds,
but there are some which are sufficiently large to be
singled out for mention. Fees levied under the Companies
(Taxation and Concessions) Ordinance produced £131,900 -
£34,900 more than the figure which appears in the
Estimetes under Head 3 Subhead 9. Ground and Miscellaneous
Rents yielded & further £32,400; labour accommodation
charges £10,300 more; Court Fees £6,300; Hospital Fees
£26,200; Berthing Charges £16,000 and reimbursements by
the llinistry of Defence in respect of children attending
Governmsnt schools an additional £12,300. The largest
adjustment however, was the transfer to revenue of the
sum of £54,807 in respect of a City Council Sinking Fund.
The explangtion for this is somewhat technical and I
shall not bore the House with it. Let it suffice to say
that a conseguential effect will be an overall additional
improvement in 1978-79 of £9,900. If I left it at that
there would be one Member opposite at least who would
instantly suspect the propriety of the transactions. An
explenatory note is therefore attached to the circulated
text of this statement.

There are of course some negative adjustments as well.
Receipnts from the general rave are not, in fact,

now likely to reach to revised estimated figure of £1.1
million out will probably fall short by about £60,000;
housing reats too are likely to fall short by about
£7,000; sazles of the gold and silver coins by about
£42,000 -~ a most disappointing result -~ and interest on
Consolidated Fund investments now lcoks like being some
£10,700 less. Apart from these however, the shortfalls’
are expected to be, like those on ths other side of the
account, alil of relatively small amounts.

The expenditure adjustments on the whole will involve on
the whole, rather larger amounts and most Heads will be
affected. The largest underspending by comparison with

the revised estimate is in the Education Department where
the actual expenditure is likely to be some £68,000 less,
Spending on the Public Works Annuelly Recurrent vote is
glso expected to be less than the revised estimate, in
this case the amount is likely to be about £60,000. The
Port Department and the Police will both spend less - by
rather more than £30,000 in each case = the Post Office by
eround £20,000 and it seems certain that there will also
be underspending in the region of £18,000 or so in the
Public Works Non-Recurrent, Secretariat and Tourist Office
Votes.
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Only five votes are expected to be more than the revised
estimates pre.iously made — the Customs Departiment, the
Fire Service, the lMedicel and Public Health Departm= .t,
the Piis»n Service and the Telephcne Depaciment. In ..¢

caze is it likely that the amounts involved will
exceca £8.000.

Tnz approved Bstimates will of course show in respcct of
every sublhead affected the updated revised estimate. Buv
I must enter a further caveat: there can still be further
adjustments before the accounts are finally closed and
submitted for audit: for example misallcocations could Te
discovered and there could still be delayed debits in

the pipeline; principally from the Crown Agents.

There is one change in the 1978-79 Revenue estimates
which must also be mentioned. This is the amount in
respect of the VWidows and Orphans Pension Fund
contributions shown under the Reimbursement head. The
estimate for 1978-79 has been put at £27,000 overlccking
the fact that increased salaries and wages will result In
higher contributicns. The additional amount which wilil

be rsalised is estimated to be £48,000,

The improvement in the Government's end of year positicn
which I have described, will of course carry through and
enhar.ce the estimated Consolidated Fund belance as =t
31st Marct 1978-79, So too will the new figure for . idows
12d Orplhans Pension Scheme contributions and the minor
adjustment of £9,900 on the servicing of loans.

Allowing for all these changes, and of course for the
effects of the intended increases in Public Utility charges
and rents, the estimated surplus for the year of £503,3G3
shown on page 5 of the Estimates beconies a deficit of
£924,707 and thus the estimated Consolidated Fund balance
as at 31st March, 1979 will fall from £2.425 millions o
£1. 458 millions,

That, Mr Speaker, would have been the forecast position
at the end of this year had the Official Employer's offer
of April 8th been accepted as it stood. But as we all
know the date offered for payment of parity has aow been
brought forward to 1lst July.

The consequential financial effects of this on the
kstimates are as follows:

First Dxpenditurz: the additional gross cost is estimated to
be £97.,000 and the amount required to be appropriated
under YTead 29 will therefore rise Ifrom £6.5 millions to
57047 nillions. Of the additional gross cost £257,000 will
te on excount of the funded services and in accordasce with
tle rzgulations governing the operations of those furds
th's will be recovered by the Consolidated Fund. But this
additional expenditure by the four Special Funds will cause
the budgetted deficits to rise and unless these are to be
made good by further increases in charges and rents they
will have to be financed by increased subsidies. Expenditure
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under Head 28 will therefore have to be supplemented by
an additicnal £257,000 and the total subsidisation of
the consumer services and housing in 1978-79 w+71
therefore be an estimated £2.59 nllLlOnS.

Now the effect on revenue. Income tax receipts are
estimated to rise by £710,000 and the additional
disposable income in the hands of consumers is
estimated to generate some £70,000 by way of increased
customs duties. There will also be an increased contri-
bution by the Admiralty on account of its share of Police
costs: the amount is estimated to be £55,000, Finally
there will be the recovery by the Consolidated Fund of
the estimated additional expenditure incurred by the
four funded services in the £257,000 I have already
mentioned.

The additional net cost to the Government is therefore
an estimated £135,000 resulting in a revised estimate
of £1.323 million for the Consolidated Fund balance

as at 31st March, 1979,

Mr Speaker, this year's estimates have been
exceptionally difficult to assemble, beset as they
have been up to the very last moment by uncertainties.
In these circumstances it is a2ll the more appropriate
that I should end by acknowledging publicly the
steriing efforts of all the staff who in one degree or
another, have been concerned with the preparation, typing
and printing of the Estimates and by expressing in
particular my appreciation of the loyal and unstinted
assistance which my own staff and the Treasury have
given me. .

I beg to move,
HOT CHIEF MINISTER:

Mr Speeker, in the first place I think the House as a
whole ovies a great debt of gratitude to the Financial

and Development Secretary for the exposition and the
explanation that he has given in respect of a very
difficult budget and, if I may say so, with the clarity
in which when we go through all these figures with care,
will be more eppreciated than by just listening to words.
This is the second yeer, I think, that the new procedure
which was agreed comes into force and it is with
pleasure, and indeed with confidence and optimism for the
future, that I rise to speak on the Government's economic
policies against the background of the financial
situation and also against the wider context of cur
affairs generally. This is not to say that everything in
the budget is going to be welcomed; nor does it mean that
greater effort will not be required on the part of
employees in the public sector; but it is still my hope
that the Government's optimism is not only not misplaced
- but that it will come to be shared by the House and by
Gibraltar as a whole.
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The doubting Thomases and prophets of dcom will have
been shattered by the recent announcemeni of 14
million pounds of development and technical aid. It
appears, Ilir Speaker, that, after all, Britain is nct
going to sell Gibraltar down the river. The British
Governm:.t has put its money where its mouth is, and its
pclicy of supporting and sustaining Gibraltar in its
difficulties is to continue - in generous measure, for
the 14 million pounds represents a real increase in
Britain's commitment as compared with the allocaticn for
the last Development Programme.

This is the first of two major reasons for the
Government's optimism. Important - and indeed vitel =~
as is the hard cash for Gibraltar's:social and .
development needs, even more significant is the boost to
confidence and morale which this act of the British
Government has brought about. It is now up to us, in
that spirit of confidence, to bring the Development
Programme to fulfilment, and this the Government is
determined to do.

The development aid grants are mainly for housing,
educetion and the port but it was agreed in the talks with
Mrs Hart that, within the broad allocation by sectors,
there =hould be as much flexibility as possible, subject
only to the usual procedures for project approval as the
Finanacial Secretary has explained. In the yezr since
Gibrelier has jeen dealing on aid matters directly

with the Ministry of Overseas Development there has been

2 great acceleration in the grant of project approvals and
exc:llent cooperation generally. Ve areindebted to the
(fiicials in that Ministry for their sense of partaership
in our endeavours to improve the quality of life in
Gibraltar at a time when external factors prevent us

from playing an even greater part in this than we are
already doing.

There has also been a great improvement in the
Government's own machinery in terms of pre-~planning,
project preparation and more technical staff, all of
which should ensure that project approval and the
carrying out of works will be speeded up.

The im»lementation of the programrie should have a marked
2f{ect on the mconomy, especially in terms of increased
empl~ymeat in the bulldlng and constructicn industry and
the efficiency of the port. This efficiency, we trust
7ill g2lso be increased as a result of the discussicns which
nave. been initiated on the rationalisation of comrmercial
operaiions in the port. Ve look to a solution which will
serve the general interest while safeguarding, in a feair
manner, the particular interests of all the parties
concerned in these operations. I should lilke to tzke
this opportunity, first, to thank Sir Howard Davis for
kindly agreeing to chair these discussions so shortly
after his retirement from the public service, and
secondly to place on this House, whlch he knew so well
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as its first Clerk and later as Financial and
Development Secretary, our appreciavion of his great
contribution to the public service of Gibraltar over a
long and distinguished career. We offer him and Lady
Davis every best wish for the future.

The Gibraltar Government will be matching MHG's
contribution to the Development Programme. The most
important specific projects which the Government will

be underteking will be in respect of power development
(£3.5 million) and, if the present deep drilling for
water is unsuccessful, in respect of the construction of
additional distilling capacity (€4.5 millicn). But the
Governnent itself will elso be meking a substantial
contributicn in the nousing sector. The former will
impose a severe strain on the Government's financial
resources in the short term, for the reasons which the
Financiel and Development Secretary has explained, and
even though the debt servicing charges can be spread

for the greater benefit of the consumers, the respectiwve
Special Punds will still have to bear a considerable
additional burden.

Given the carry-over of £3.2 millions of projects already
approved, the new programme is assured of a good start
and the Government is in the process of setting up
mach;pery to ensure, as far as humanly possible, that
targets are achieved. Financial planning targets are

now being worked out in accordance with the physical
planning targets which have 2lready been settled. The
achievenent of these targets will involve action by both
the Gibraltar Government and ODM and the latter have
readily agreed to pay their part.

Housing continues to present an acute problem for a
sector of the population and che Government intends to
ig?ensify ;§s efforts to achieve the necessary relief in
tnis eszential area. The Government's overall housing
policy embraces nct only housing but the redevelopment
of whole blocks, such as Tank Ramp, which will involve
some new housing constiruction as well as the modernis—
ation end repair of existing properties. A new and vital
paft of our housing policy will be a home ownership
scherne.

The achievement of the housing targets (real needs have
been identified and established as 460 units ove> a 5-year
span) will require success in the mobilisation of local
savings to supplement the ODM's contribution.

The home ownership scheme is an integral component of
the Government's plans for mobilising these savings for
investment in housing. It will take a little time to
settle the detzils but we intend to press ahead in order
©0 secure the very real benefits that the scheme offers.
It is attractive in that it gives to tenants of
Goverrment property the opportunity of buying a valuable
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=nd enduring asset the real value of which is more
likely than many things to keep pace with inflation.
The aim is to wmake it possible for existing tenw.tes ¢f
Gyrernient Tlats to acquire those flats for a weekl)
or wonthly payment broadly equivalent to the ultimate
rents they would be paying. The capital reguired to
finznce the scheme will be obtained partly by
utilising the investment capacity of the Government's
own funds and partly by participation of the banking-
sector. '

A successful home ownership scheme, because it will
mobilise capital for investment in further housing
projects, will contribute to the Government's abilitly
to act more effectively for the welfare of those whcse
housing needs are greater in terms of income and
family composition.

Another major element in the programme, the Girls'
Comprehensive School, will satisfy the aspirations

of all concerned with education - the Government
itself, the teachers and the parents. Our latest
information is that formal approval can be expected
soon after the project has been considered by the
Projects Committee in mid-May. The architects have
beer. instructed to prepare the final working drawings
and we hope shortly to be able to anncunce a satis-
fastorv way of settling the long-drawn-out problem of
the removal of the PWD workshops and garage.

I tnink there is no more appropriate moment than .this
,0 express the gratitude of the people of Gibraltar to
the British Government, and to Mrs Judith Hart in
particular, for their full and generous support in
this latest development programme:. To my mind, it
typifies the very special relaticnship which exists
between Britaein and Gibraltar. This aid is not the
product of calculated diplomatic policy although,

as I have indicated, it has certain implications; nor
is it - let it be said - in the class of aid given

to those parts of the world where there is acute and
desperate need; it is an aid that reflects a friendship
of long s.anding and deep understanding, a friendship
that could not easily be better personified than in
Judith Hart., whose personal affection and conceran for
Gtibraltar sre as well known to us all as they are
deeply and s=incerely appreciated.

- T turn now to the question of the pay review and the

achievement of parity. Paradoxical though it may seem
for a party that has so strongly opposed the ccncept
of parity, this is the second major reason for cur
optimism for the future, given certain conditicns.
The House knows well enough the two main reasons for
our opposition. The first of these, it will be
recalled, was the view we held - and still hold -
that the Government of Gibraltar, as an employer,
should retain its own control of pay policy. We
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believe that the Government should have the fie/1b1¢1uy
to vary locel retes of pay from time to time, in
negotiaticns with the Unions, in a way thai would reflect
the comparative worth to the community of a particular
grade or class of employee. This mechanism enables 2
soclety to ensure that its economic and social necus

can be adeqguately met through a balanced and judicious
deployment of its manpower resources. To establish an
automatic relationship with the pay structure of another
society with a different set of economic circumstances
brings about a situation in which the employer is no
longer able to exercise flexzibility. It is conceivable
that such a situation could lead, on the one hand, to

a snortage of workers in Darulcular areas which are of
importance locally, a¢uhOL”h they might be of lesser
importence in Britain, and, on the other hand, to -
possible injustice to workers in such areas in terms of
their relative worth.

Our second main reason for opposing parity arose out of
our concern for the financial stability of Gibraltar and
for its long-term economic wellbeing. We were advised at
the time that Gibraltar itself couldnot afford to pay
Tnited Kingdom rates. We were alsc concerned to ensure,
ra uicularlj et a time when Britein was undergoing severe
econonic allecu¢t1Uu, that Gibraltar should not price
itself out of any part of the spending of the United
Kingdom Departments which forms an essential part of our
economy. The firm decision of the British Government at
the time - and I have no wish to resurrect the
controversies of the past - was that it was not prepared to
concede pearity.

Why then has parity been agreed to and why is it a reason
for confidence for the future?

Ir the first place, the House will again recall that the
bitter disputes of the last quarter of 1974 were resolved by
an Interim award and by an agreement to an independent
inguiry. In this inquiry the late Sir Jack Scamp, while-
rejecting parity, adjudged that a direct relaticnship
should be established, sterting at a level of 70%, between
Pay in Gibraltar and the pay of corresponding grades in
Britain, The Ofiicial Vmployers felt constrained to accept
tkis gudgmehu, the effect of which was, of course, to
deprive the Gibraltar Government of that flexibility in
pey policy to which I have referred. With reluctance and
misgivings we henoured the findings of that inquiry and so
did the British Goverrment. Our first major objection to
the principle of parity could no longer be upheld.

From the purely financial point of view, our consultations
with the British Government in considering the claim for
parity on this occasion e steblished the fact that that
Government was prepared to agree to parity without curtail-
ing its spending in Gibraltar. As far as our own domestic
finances were concerned, we were advised that, given
substantial increases in the charges for a number of
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services provided by the Government, as well as a
reduction in overtime working the very substantial cost
of uwco=piting parity could be met.

Tt was wivh tlese considerations in mind that the
Tavernient informed the Union that, for its part, it

was ready to accept parity on the ba51s that the existi- b
MCD/PSi presence and activity in Gibraltar would corntinu
for the foreseeable future, that considerable increases
would be necessary in rents for housing and in charzes

for electricity, water and telephones which have hizhexrto
been heavily subsidised out of general revenue, and thet
overtime working would have to be restricted to that wkich
was essential for the proper running of departments.

We still believe that there are potential dangers and
difficulties in the future, both in respect of pay
policy and of high costs. But, having set this cource
for Gibraltar, for the reasons I have given, it is up to
us to make it succeed. Caution, moderation and restraint
will be essential by everyone.

The financial and economic effects of parity will be very
substantial. A settlement from the lst July will

inje>t some £9 to £10 million of disposable earnings into
the economy during 1978-1979. On the basis of the cffer of
parity Irom lst July and taking account of the prcbable
1ndustrial public sector wages movement in the United
Kingdom on that date the Government's gross annual
salaries and wages bill will increase by approx1mately
£4.8 million.

A growth of 15% in full time employment in the Gibrasltar
Government service over the past 25 years, at a time whesn
the level of employment outside the Government has been
falling, has serious consequences for the economy, -
particularly when it is allied to increases in real wazes
and, because of the heavy subsidisation cf the consumer
services, to an effective shrinking of the tax base.

As far as the private sector is concerned, wages have not
lagred as they have done in the public sector and it is

not considered likely that the settlement of the Pay Review
will give rise to significant retrospection in the former.
But the injection of a huge amount of purchasing power
should provide a considerable stimulus for trade.

Yor the Dockyerd and defence spending generally, the
effect of parity will be to put an even greater premium
on productivity and stable industrial relations if there
is to be continued wviability. These matters are of
importance in Gibraltar as a whole and I shall refer to
vhe.. again later.

Inevitably, the cost and effects of the substantial

increases in pay which will follow a settlemznt of the

pay review will have to be met and, as already indicated

to the Unions, charges for services and rents of hcousing
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must gc up and unnecessary overtime must come down.

As the Financial and Development Secrefary has explained
settlement of the Pay Review will have its greatest ’
inpact on the subsidised consumner services for electricity
water end tvelephcnes and on- the Housing Fund. At the ’
present level of charges and rents the annual operating
deficits in these services will go up by over £1

million.

!
This is more than we can afford if we are to have a
reascnable reserve for contingencies and the unforeseen
and the decisicn facing the Government therefore was not
whether to increase charges and housing rents - that they
2ll must go up should be obvious to all - but by how much.

Iﬁ would be a simple and neat operation to pass on all
the extra cost at once and so balance the funded
services. But it must be realised that, in economic
terms, the grant of parity by the Cfficial Employers is
the greatest economic event - or revolution - that
Gibrelzer nas ever known. Whilst it is going to bring
great benefits to a good part of the population — *hose
employed in official employment - it is also going to
bring great changes in our pattern of life., I% wiil,

for instance, bring hardship to those living on fized
incomes, for whom we will itry to cushion the effect

as much as possible. For all these reasons, and above all
to give time %Yo the whole of our population to adjust
itself tc this great change, we have felt that the funded
services should be made self-sufficient not in one
sweeping measure but in gradual though substantial
stages, depending on how the economy develops.

Ep my statement at budget time last year I referred to
vne -fact that proper accounts of the Public Utility
Undertsakings had been prepared in place of the notional -
accounts we had known up to 1976. As a result, we knew
the exact cost of providing these essentisl services -
ap@ could make a precise judgment as to the extent to
which, in the situation, it would be fair to rass the
cost to the consumer and to subsidise it from general
revenue. I referred also to the United Kingdom practice
of contributing money from central funds to local
authorities to help them in providing the services for
which they are responsible as well as to the fact that
these contributions were being severely restricted.

It has been found in Britain that no nationalised service
can continue to be subsidised from Government funds
i'ndefinitely° It is a2 matter of political and economic
Judgnent to assess the pace at which self-sufficiency
can be achieved and the extent of correction at each
stage of the process. But thet a progressive reduction
of subsidy to final self-sufficiency must be our aim is
beyond question. Not to do this is to accept that the
cost of these services will eat into any surplus of
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1revenue over expenditure. Conversely, with self-
sufiiciency we will in time be able to look forward =
annual surpluses which will give the Government the
financial manoeuvrability to develop social policies
and provide rel:.:f where it is most needed.

yhe de.ay in seitling the 1976 pay review as well as the

-1 flativnary pressure on wages did not permit the Governient
to g any further than it did last year. The continuing
sausidisation of services and housing to the tune of £2.6
million this year must itself be regarded as a fiscal
relief. It is simply not possible to enjoy electricity

and water ot less than the cost of production, to be

housed at rents that are so heavily subsidised and

to expect relief by means of income tax allowances and
other measures. It is our wish to provide such reliefs,

but our ability to do so is dependent on the extent

to which the services provided are paid for by the consumer.
Because of the redical change being brought about by

this pay revi-<w it is our judgment that self-sufliciency
cannot be attained this year. There is need for time for
adjustment. It nnfortunately but necessarily follows that
“uere is need fcr time also before fiscal reliefs can . be
introaacea.

In go far as overtime is concerned, the House should kncw
that the level of overtime worked in the Government service
has risen steadily since April 1975. In fact beiween

that date and October 1977 the overtime bill for weekly
paid workers has almost doubled and in real terms hac- gone
up by over 40%. This upward trend is the opposite of what
has been happening in the private sector where, in the
same period, actual overtime hours worked have fallen by
25%, To make matters worse the same period of 2% years

has seen a steady rise also in the numbers employed in

the Gihraltar Government service. In April 1975 it was
2700; in October 1977 it was 3100. This is the increase of
15% to which I referred earlier.

There will of course always be a need for some overtime
working - for the maintenance of essential services, for
deaiing with emergencies, breakdowns and the like and con
obvious special occasions. But average overtime working
must be substantially reduced and must in future be related
to the real needs of the job now that the basic wage is
being consziderably increased.

Taking account of the Government's decisions to raise
public¢ utility charges and housing rents and taking
account also of all the other charges which the Finencial
and Development Secretary has explained, the Government
will be budgetting for an end of year Consolidated rund
balance of £1.323 million.

The adeguacy or otherwise of this balance as a Reserve is
a matter for the Government's judgment in the light of the
many matters which have to be taken into consideration at
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any parvicular time. Three considerations are of
particular importance in the light of the estimated
reserve position at the end of 1978-79.

First, the existence in the 'book' reserve of £1.3"
million of the amount of -bills due for collection in
respect of the public utility services and rents.

This zmount rose in 1977 to an average of around £700,000
at any time and with the increases in charges and rents
the amount can be expected to rise still further.

Secondly, the Government's total estimated expenditure
on current account in 1978-79 will be over £27 millions.

Thirdly, with budgetted development expenditure of some
£7 millicns, we must clearly expect that the Consolidated
Fund may have to meet substantial calls for temporary

- advances on behalf of the Imprcvement and Development
Fund.

In the light of these and the other considerations which
were mentioned last year, the Government considers that
it must augment the estimated reserve of £1.3 millions by
raising an additional £0.3 millions. Details of the
Government's proposals in this respect will be brought to
the House in the Finance Bill.

I should add that the payment of parity of wages and
salaries is likely to cause inflation in Gibraltar to be
higher than that in the United Kingdom in 1978 - 79.

To return now to the second part of my earlier question,
why, with &l11 the repercussions I have mentioned, does
the Government consider that agreement to parity is a
cause of optimism for the future? One reason for this, as
with development aild, is the further evidence it provides
of Britain's continuing commitment to Gibraltar; a second,
and in our view no less important, reason is our hope

and expectation of greatly improved industrial relations
for the future.

As to Britain's commitment in this respect - and what I am
about to say applies just as much to the Gibraltar
Governnent as 1t does to the Dockyard and the rest of the
UX Departments — parity makes labour in Gibraltar, :
industrial and non-industrial, more expensive than it

has ever been. For this reason there is a need to kz2p a
careful watch on the growth of employment, particularly
but by nc means exclusively, employment of non-
industrials. Steff inspection methods should help in this.
But there is just as great a need to ensure that an
expensive werk force renders adequate results. e can no
longer afford low productivity and must continue to guard
cerefully the viability of the Dockyard and generally
produce a Jjust and fair return for pay.

If, as has been stated, disparity of pay caused strong
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feelings of frustration and dissatisfacticn, thea we

hope that parity ofpay will bring with it a new feeli g
and & new response. At the same time the Government
accepts ale: that it has a respensibility, tnrough
mar.agerent, to provide the necessary effective supervisica
and this it will do its best to bring about. It trusts
that the Unions and all the stalf will cocperate fully.

As to industrial relations, I have no doubt at all thet the
whole of Gibraltar wents industrial peace. Je look forwerd
to a real and lasting improvement in our relctions, nct
only because the Unions will enjoy the satisfaction cf
having achieved a major advance which they have sought fcr
a long time but also because of the need for moderaticn

in the future. Gibraltar cannot afford any longer the kind
of situation which unfortunately we have encountered., It
is in the hope that the troubled times of the last few
years will be no more,that the Government finds cause for
optimism for the future following agreement to parity.

Finally, the Government looks forward with hope and
confidence in the light of recent development in relation
with our neighbours. The process of dialogue with Spain
was a sutjoct of very recent debate in this House and I do
not propose to go into this at any length. As is now known
cocnsideration is “eing given to setting up working parties
and three snviects — maritime communicavions, telecommuni-
ca*ions and sociul security pensions - have been
mer.tioned as examples. It is, I believe, a view generally
helc ip Gibralter that it is in the context of the [EC.and
a uited - or inviting - Furope that the solution to the
Gioraltaer problem will ultimately be found. e are all
aware that this process is likely to be a slow and
possibly a lengthy one but I also believe that after
dissensions of the past, with their legacy of the
present, we may here too be turning a corner towards the
direction of peace, progress and reason, with those
outside Gibraltar as well as, in the other matters I
have mentioned, among ourselves. This process could lead,
inter alia, to economic benefits and while these could be
important, even more important, in my view, would be the
significance of any development of this kind in the overall
preccess of vossible restoration of friendly and normal
relaticns ehich wonld be of mutual benefit. It is the
Gorernment's view that there are grounds for looking to
the fucure with opiimism ~ but not with complacency. Ve
mustv liierclly pay our way and be prepared to work for the
future, but the possibilities and the opportunities are
there f¢x the taking. Mr Speaker, in concluding this
statement, I am sure the whole House will wish to join me in
expressing our deep gratitude to His Excellency the Governor
and Lady Grandy for their help and for their interecst in
and concern for our affairs during their stay among us. They
have become familiar and well loved figures and have
participated to the full in the many social and charitable
events of Gibrzaltar. Those of us who have worked closely
with Sir John know the depth and extent of his affection
for Gibraltar and the manner %n which Me has constantly
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striven to protect and further our interests

whenever this has been necessary. We congratulate him and
Liady Grandy on his recent hppcintment as Governor and
Constable of ¥Windsor Castle and in thanking them for their
werk for us, wish them all possible happiness for the
future.

MR SPIAKER:

I am sure the whole House joins in endorsing the words of
appreciation of the Hon the Chief Minister with regard to
Sir John and Lady Grandy. I think we should now recess,
perhaps, if the Opposition require a little tlme, until
quarter past three.

HON CHIEF MINISTER:

Mr Speaker, I den't mind 3.30, it is more convenient than
quarter past three. The point is that we have a considerable
amount of Tusiness to transact and we have limited time in
thet there are rnembers on both sides of the House who have
commitments, including yourself. I wonder whether we might
not, perhaps, be prepared this afternoon for a short recess
for tea and carry on until about 7.30 or 8 p.m., if that
will suit members.

MR SPZAKZR:

If it is acceptable to the House perhaps we might recess
for tea between let us say 5.30 to 6.30, come back at 6.30
and sit. until about 10.00 p.m.

HCYW CHIEF MINISTERS

Mr Spezker, with respect, I would have thought that

if we nad the usual half an hour for tea within the precincts
and then come back and go on to a later session it might be
more convenient.

MR SPEAXER:

I 2m thinking not so much about lMembers but about myself,
Members have got the right to move out and refresh themselves.
if we do have a short recess then it means that we have done
exzctly what we do on other times, that is, that instead of
recessing for the day at about 7.30 we would go on later. I
am saying that if the House wishes to sit until about 10,00
P.m. there is no reason why we shouldn't, if we have about

an hour‘’s break for tea.

HOIl M XIBRRRAS:

Mr Speaker, I have no objection so long as the commitments
of various people in the House on both sides and of yourself
are able to be met. I have no objection to any variation in
time but what we cannot agree to is that in the wash we
would might lose time for the debate of the estimates. We
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have a commitment on Vednesday in connection with the
departure of the Goverror. It would be a good idea to
pian for a lcng sitting today otherwise e shall not nave
erough *ime tc¢ diccus: the Budget properly.

MR SPEAKER

2y I suy thet ve are debating something which should not

be deba.ed. An adjournment is a prerogative of the Chief
Miister, a recesc is my prerogative, but of course I alviays
ererc.se my prerogative having sounded the views and
feelings of the Memvers of the House and meeting their
requirements. Perhaps, the answer might be to have a three
quarters of an hour recess for tea between quarter past five
and six and continue and see what happens.

The House recessed at 1.20 p.m.
The House resumed at 3.40 p.m.
MR SPEAKZR:

VW21l gentlemen, before I put the gquestion does any Hon
lMember wish to speak on the general principles and merits
c. the Appropriation Bill? This is the general debate on
tre EBudget: Later on at the Committee Stage the House
will be discussing expenditure Head by Head. Perhaps the
Hon the Leader of the Opposition may wish to speak now
but of course he can only speak once at this stage.

HON M XIBERRAS:

My only reason for hesitating for a while, Mr Speaksr,
was that I understood that the Chief Minister was going to
meke a statement. .

MR SPEAFER:

The Chief Minister proposes to make a statement sometime
during this afternoon.

HON CHIEF IIINISTEIR:

If it would help the Hon the Leader of the Opposition. It
is a short statement when I have it I will ask for his
permiccion and interpose it without attempting to
distract him from his main theme.

E.T M XIRIRRAS:

Kr Speaker, I was reminded during the course of cne of the
meetings, I can't remember which, during this year by sone
Hon Member opposite, that some seven years ago almost, I
believe, to the day, I said on television theat in 7 years
time Gibraltar would have parity. This, undoubtedly, is the
parity budget, the first of the parity budgets. For some this
parity budget will mark a triumph of achievement after many
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years of effort and for others it must signify a
complete reversal of et.ted an® fundanment.l pulicy
vinich must lead vo very sericus questicning of the
judgement of those involved as regards the manazgement
of our internal affairs. Among those who have in

the past advocated parity in one form or anocther

there is, of course, the TGWU and I would like to
recognise the contribution made to the sconomy of
Gibreltar and to the living standards of people here in
Gibraltar of that union and all those other unions

wno in their time supported the claim for parity and
that of Mr Joe Boscano inasmuch as he had the foresight
to ses that, perhaps, only by methods which have
characterised him and the union has this parity come
about. I say this with some rezret, lr Speaker, because
being a reasonable man I would have hoped that the
argument put in this House as early as 1969, sharply
divided by Hon Membters, official and elected, on the
other side, over a long period of time should not have
sufficient compellingness to have convinced those Hon
liembers who sat there in 1969 and those who have
replaced some of those who did, of the rightness of this
decisicn for Gibreltar. I say this also conscious of the
fact that from time to time decisions taken by a union,
or unions, have come under fire from myself on the
grounds thet the stebility of Gibraltar was in question.
I retract from neither proposition, Mr Speaker, and I
rejoice that the Government, the Chief Minister in
particular, has seen his way and to this I shall come
}ater'as to how he saw his way, to be able to stand up
in this House and to state that, paradoxically, the
seco;d i@portant consideration for his own optimism
abou; this year's budget is, in fact, the introduction of
parity itself. Mr Speaker, the unions have of course

not been the only persons to advocate parity. As the
House and Hon llembers opposite are only too well aware,
it was the programme since 1965, in writing, and
enbodied in the constitution of the IV/BP and that party.
suffered much political persecution for its ideas. The
thef llinister has on occasion opposed it on the grounds
that it was linked up to the integration view of the
constitution. He has said in this House that he was
elegted ?o oppose integration and I would have thought
thg; parlty was so much a part and parcel by his own
gexlnltion of the idea of integration that he might

have continued to oppose it, since obviously he hau
continued to oppose integration even now, or thar he
would have drawn some distinction between one and the
other. Mr Speaker, the IWVBP was consistent throughout,
as Hon llembers opposite are only too well aware, of its
support of parity. I have here, not the party
constitution which I might offer to Hon Members opposite,
perhaps, after the statement of the Chief Minister today,
but I do have here a letter to Sir Jack Scamp of the 19th
J?ne, 1975, running into 15 pages, a good deal shirter
than what the Financial and Development Secretary had to
tgll us today and no doubt not as copiously documented
with figures, but essentia%%%, Mr Speaker, with as much

positical sense as the Chief Minister obvicusly

has today to be able to advocate parity after

oppesing it for so many years. In this letter, lLr
Spealker, of the 19th June are set out not only the
advantarzs to the working population of Gibraltar,

the moral advantages, the economic advantages and sc
rorth, but also the advantages to the budget, to the
budgetary situation, and perhaps I might highlight this,
since we were talking to Sir Jack Scamp at the time,
highlighting the importance of parity in the intererts

of the stability of Gibraltar and the stability of that
part of Gibraltar's economy which is dependent on defence
spending. For instance, the letter says on page 2,

and I have a copy for Hon lMembers opposite, that the
moral case is unimpeachable, that support for parity

is not or was not the prerogative of one party but it

was something that was shared by all Gibraltarians

who had a sense of grievance about the discriminaticn
that existed, a historical sense of grievance about

the discrimination that existed between United Kingdom
recruited employees and Gibraltar employees. It tallss
about the effect on the siege conditions we were sufliering,
on page 3, and the desire for security and permanence

of the Gibraltarians, not only as regards standard cf
living but also about their political security with
which the ides of parity of wages is so vitally linked.
It gces on to speak about the political dimension of

this and nerhsps the Chief Minister might reflect, in
view of his statement today as regards Britain's at-itude
to us, that this link in wages is of fundamental
imrortance in linking up also politically with Britain,
s Mr Jack Jones very ably put it at the recent

reception during his last visit to Gibraltar. lMr Speaker,
the letter also goes on tc talk about the employment
situation in Gibraltar, and to this I shall come back
because parity will work for as long as the employment
situation remains what it is and for as long as Her
Majesty's Government is able to sustain the positicn

in the Dockyard and in DOE. It speaks of the attitude

of Gibraltar Government Ministers, but I shall spare
them the embarrassment of quoting from this particular
passage, altrough I do mention that at least one Minister
in the Govermment did advocate parity, along with myself,
in the Gibraltar Teachers Association a considerabic tine
ago. su, Mr Speaker there can be absolutely no doubt as
regards my view and that of the Integration with Britain
Party of whirch there are members on this side. Nr Speeker,
the Chief Minaister, in his address to the House, spoke
aoout the factors that had led him to reconsider the
question of parity. One of them, if I remember correctly,
he insinuated was the changed attitude of Her Majesty's
Government on this question. Mr Speaker, if the British
Government did change its attitude to parity in general
terms, this is a good thing. Mind you, I would not say
that if the Gibraltar Government was against parity and
the British Government was for parity that I would have
necessarily supported over and above Ministers the view
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of the British Government on this matter if such a
support would have implicd any derogation of the
authority and responsibility ¢f tine elected government
0 the dey whether I like it or whether I do not.
Therefore, my support of parity is not in any way

a giving way’ to pressures which might be described as
extra parliamentary, it is a support which I can very
honourably and very consistently give to the idea

of parity because such support had been documented
unimpcachably over a period at least stretching back to
1965? and probably earlier..

HCI CHIEF MINISTER:

If the Hon Member will give way. I do not suggest .that
there has been any pressure. I have suggested that
there have been changed attitudes and conditions.

HOXY LI ZIBZRRAS:

I am referring to that part of the Chief Minister's
statement where he was explaining his change of attitude
on this matter. MNr Speaker, I think also tkis budget will.
be seen as an achievement for those versons in the
Transport and General Workers' Union who have

supported the local branch, and other unions in Gixraltar,
in their aim of striving for parity. There have been
tines, llr Speesker, when I have said that parity was

there already without the needs for further industrial
action. I firmly btelieve this to have been the case not
so long azo. Whether it was necessary to push even
further or not is a matter for the judgement of those
concerned. But I had no doubt at 211, after the Scamp
Report was accepted by the Official Employers, that

the finel result could be only a matter of 5% out either
way over a 100% or under 100%, I do not quarrel at all,
I’r Speaker, therefore, nor do my colleagues, with the
question of parity. I do take issue with the Government
as regards the method of its introduction because,

Ilir SpeaXker, the Government have in fact now, after

years of resistance, opened the flood gates. The dam

they had built up against the idea of equality, of
parity of wages, has been oped quite suddenly and it is

a metter for concern as to with what attitude the
Government has performed such an act. It is a matter for
concern for the people of Gibraltar as to whether the
Government acted out of conviction or otherwise. Whether
it acted out of a consideration of the beneficial effects
of parity or otherwise. Whether they acted out of a sense
of responsibility, not only to its own employees and
those in the putlic sector, but to the whole of
Gibraltar for which it is responsible. The waters, Mr
Speaker, may very well put some in danger of drowning. How
much better for Gibraltar, lir Speaker, if the Government
had, even as late as 1974, when the idea of parity was
being attacked by Hon liembers opposite since 1969, how
much betier for Gibraltar if parity had come not out of
confrontation which rocked the whole community, but come
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out of cooperciticn, come gradually, come with the
necessary ;iracucl adjustments and rct with the sulen
wid, I foor, wipeepezd ruih. T oscid, Ur Spe:
that *he Guvernuent has a responsibility for the

whole of Gibraltzr., It has responsibility nct only

for %the Budget tut alsc for the economy of Gibralt.c-.

I wac Iictoanin; carefully to the very dstailed 202,

in its techaical way, excellent adcress of the Finoo.clizl
and Lavelopment Secretary and I could not help feeling
that nis picture ¢f the econcomy as opposed to the bud_et
vae not quite as optimistic as that of the Chief
Minister. The cddress of the Financizal and Development
Secretary is, of course, more in line with his
predecesror's than is that c¢f the Chief liinister with
the predecessor cf the Financial and Developnent
Secretary because there viere very serious tussles, I
remember, as regards treasury advice on this matter of
parity and I am glad the Financial and Development
Secretary has said nothing which invalidates the
statements made 6f the Chief Illinister in respect of his
optimism as regards the economy - he is still in tine
to make a corxrection if he feels it is necessary -
because the responsibility for the economy of Gibrelter
lics a9 much with the Chief Ilinister but in our . ‘
constitutional circumstances with the Financial and
Development Sccretary and I would hate that even a

pet idea of mine should be supported by the Governzment
without taking on, and I mean both the ofiicial and the
elected, without making the House aware of exactly what
pitfalls might lie ahead, what the disadvantages

might be along with the advantages. Because it is cne
thing to advocate the policy and the other one to be
responsible for it. The economy of Gibraltar, Iir
Speaker, as opposed to the budget, does not appezr tc
be in its best state ever, to put it mildly. The Chief
Minister made no allusicn to the remarks of the
Financial and Development Secretary in respect of
certain matters which were worrying the Financial and
Development Secretary and when he did they were very
muted by compurison with the rather telling things the
Financial and Development Secretary had tec say. As
regards the budget, IIr Speaker, 1 think the Chief
Mivister's optimism may not be unfounded. Ve, with
varying degrees of confidence on this side of the
House, have said that the infusion of capital, of
mor~y, that would come as a result of increased wa:es
and, indeed, out of parity, provided the level of
taxatio., was right, would create, generally speeking,

a healthy budgetary situation. This applies, of ccurse,
to the Government's financiel situation. It does not
necessarily apply in all cases and in 211 circumstances
to the economy of Gibraltar as a whole although, on
balance, and given the right circumstances and given
the right methods of introduction and transition,

there was not only nothing to fear but a lot to be
gained, in our view, from the introduction of pariiy.
Mr Speaker, who might be the casualties of this
operation? Obviously, there is cause for concern with
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.the private sector, those workers in the private
sector who will nct get the seme level of payment, the
sane increase in wages, as their colleagues in the
public sector and the responsibility of the Government
is clearly one for the whole of Gibraltar. I feel that
the transition to parity might have been achieved

if things had gone our way earlier, with greater
safeguards for the private sector worker than might be
the case now.

MR SPEAXZR:

We are now discussing the effect of parity and not the
the effect of parity on the economy. You are speaking on
parity, it has been touched and there has been a fair
amount said, but I think it could be brought into context
as to how it affects the economy itself.

HON M XIBERRAS:

I do not, Mr Speaker, for a moment agree with what has
been said by the Minister for Labour in a previous
neeting by the Financial and Development Secretary, I
believe, and by the Chief Minister today, I do not share
the idea that private secter earnings have anticipated
public sector earnings to the extent that the pressure
for increase in wages in the private sector is not

going to be that large. I think that the pressure is
going to be very forceful. I think comparisons are

going to be made and I think thet in many cases the
pressure for increased wages would be a reasonable
proposition for those workers. I do not feel that the
Government has borne in mind the interests of those
workers in the private sector as much as it might have
done. As regards the employers in the private sector, Mr
Speaker, some will benefit from parity, those who sell
to the people who will now have very much more
disposable income, but those who do not, those who

have toremain competitive with the outside world,
otviously, I am referring to tourism, generally, bu?
especially to hotels, those who have not been enjoying
the best of fortunes of late as i1s evidenced from the
report produced by the hotels themselves and as has
been coenfirmed by both the Financial and Development
Secretary and the Chief Minister, those, to my mind,
might be in serious danger despite the Government's
attempt to cushion off the effect of the measures that
are to be taken. I do not believe, Mr Speaker, that
waiters and so forth are going to be satisfied with the
wage that they have, whether that is above parity or
below parity in the United Kingdom. I think that their
reaction is going to be conditioned by local circum-—
stances, by increases in the cost of living, by
comparisons with other workers and that therefore the
hotels, as with tourism, generally, are in need of very
special care and attention mostly because the Government
has introduced paritv so quickly, so suddenly. In
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construction, Mr Speaker, one would hope that the
Feir YWapes Clause as regjards Cevernment contracts znd
go on wrould Le observed and in the coming Develon..ent
Prugramme it is not against Gibraltar's interest
that the cowning Development Programme which will
liave to be implemented as parity rates will make
provision for this. I also fear, lir Speaker, the
possibility of unemployment with the sudden increase
in wages. It is a very substantial increase, Hr
Speaker. Ve have not heard from the Goveranment,
roughly, what the percentages involved overall are.
Unemployment, we know, has already begun to take
place and there is a certain amount of apprehensicn
about the position of young people already. There
has been a certain amount of redundancy amongst shop
assistants and if we are not to have an escalation
of these figures which, even if they do not compare
with unemployment figures elsewhere, are of vital
importance in our community, nust be guarded
against and I found it very ironic for the Chief
Minister to remark that 15% more employces have
been taken on to the Government and to express
some concern about this. I almost felt, lir Speaker,
thet I was in the benches opposite becauce the Hoa
Member knows that I have been chidding his Minister
for Lcbour constantly, not only as regards the putlic
sectcy but also as regards the private sector
as to the control of labour from abroad, the creation
of job opportunities and greater reliance on
Gibraltarian workers. These policies go back, of
course, to 1969, Mr Speaker, as regards hotels, ve
shall make definite proposals in the course of this
debate and I think the Government should entertain
them very sericusly. These proposals are of possinle
application to other affected areas which might not
have been identified as yet. These proposals rmust be
fair in their application, they must be temporary in
their application and they must be against performance
as well. It cannot be a blank cheque even %o a
sector that is suffering a downward trend at the
moment. The question, kir Speaker, with this Government's
optimism, which must not be clouded and at least cne
of these questions, I think, has been answered by
the Chief Minister and that is, what is the attitude
of Her Majesty's Government on the question of parity.
It mast be made absolutely clear +to liembers of thris
House, officially by the Chief Minister and I would
welcome staisments by the Finaancial and Developmeat
Secrevacy, taat Her Majesty's Government is apprcaching
the questicn of parity positively. The Chief Minioter
saia that the Dockyard work would countinue in the
foreseeable future. I had heard rumours to the.contr.r
at one stage, but if the Chief llinister is able t.¢ s=ay
in the House that the British Government is positive in
its support of parity and that Dockyard and DOE
spending will continue unabated, then Gibraltar czn
indeed be thankful to the British Government for its
support of Gibraltar through parity. I would also lile
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to hear assurances in the Hcuse, Mr Speaker, about the
worklecad in the Dockyard and the manning in the Dockyard
becduce as the mathenaticians around us know, it depends
very much as to how many Gibraltarians and other people,
in fact, are working in the Dockyard and DOE as to
wnether parity is a good thing or a bad thing and,
therefore, I would assume that the Goveranment, in
giving its agreement to parity, is able to give the
House and the people of Gibraltar and the people in

the Dockyard and the people in DOZ, this assurance that
we are not giving a hostage to fortune in any way, that
we are in fact creating a situation which will be of
benefit to the whole of Gibraltar and, obviously, to
those Gibraltarians and others employed in DOE and MOD.
I would like to hear, lr Speaker, whether Her Majesty's
Government has expressed any wviews on the effect of
parity on the economy or whether we can take the
staterxents made by the Financial and Development Secret—
.ary as Her liajesty's Government's view on this matter,
beceause, lir Speaker, we all know, and the Financial

and Development Secretary reminded us about it in

his address, thet Gibraltar .is dependent on Her
Majesty's Government to some degree and I would not
like Gibraltar to get into a position where Her
Majesty's Government supported, on short term
considerations, the views of the trade union movement
and others dbut on a longer term consideration
considered that the economy of Gibraltar, such as we
kmew it today, that is, the siege economy or the island
economy, that thet economy cannot carry the strain of
parity. llr Speaker, we have heard that parity is self
balancing cr self financing. We haven't heard it from
the Government, we have heard it, for instance, from
the Hon lir Bossano, I think, on occasion. That, of
course, is a stetement that needs to be examined
because it is self financing or self balancing
depending on the rate of taxation, on manning levels in
the United Kingdom Departments and so forth. Given a-
set of situaticns almost anything could be balanced
and, therefore, lMr Speaker, I would go on to the argu-
ment about parity and eguivalence. The Government has
agreed, and there is provision in the Budget for this,
to perity of weages but there is, and no doubt the
pecple of Gidbraltar will know it, there is, of course,
a discrepancy in taxation between Gibraltar and the
United Kingdom in respect of personal allowances and
nany a time have members on this side of the House asked
that the Government should review these allowances so
as to compensate for the erosion in them with the
increases in the cost of living. The Government is not
in a position, I assume, to do anything about these
personal allowances, but, lIr Speaker, I for one do

not feel that parity need blot out or cast into
oblivion any consideration of equivalence of living
standards which must be really and fundamentally under
it all the question of prime importance to the people
of Gibraltar. I would like Hon Members opposite to say
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whether they have considered an increase in

personal allowances in texation and, if so, what arc

the coots becauze I fezl that the community will have

to work as a whole for the betterment of these :
alloviances in taxation and we should not rest satisfied
with simply hearing achieved a 100% in wages. That nust
interest us is our standard of living and the conpariscn
with fhe United Kingdom is absolutely explicit there. iIr
Speaker,  the. argument that people in income brackets up
“5 £3000 a year were ¢t one time paying more tax here in
dibraltar, £3,120 or something like that was at one tive
paying more tax here in Gibreltar than people in
comparable situations were in the United Kingdom, was
scorned by the Financial and Development Secretary whes
I put it to him some years ago. I am referring to nmarried
couples with 2 children, I do not Ilnow, l'r Speaker, whut
effects the increasing of personal allowances in the
United Kingdom, only recently, as a result of the last
budget, has done in fact to the differentials but the
Government must be aware that this is a matier of :
fundamental consideration for people here in Gibraliar,
along with their wages; I mean the level at which they
are toed. And in a situetion where we can expect an
increase in the cost of living, perhaps, even a sharp
increase in the cost of living, it is obvious that these
alicwences are going to be eroded even further and very
yuickly and it is going to be the more numerous :
families who are going to suffer as a result, I will
come to the question of compensatory payments in a
moment for which I think the Government deserves credit.
But it is not enough to have compeunsatory payments in
family allowances and so forth, there should be, to my
mind, a reappraisal of personal allowances in taxestion.
Mr Speaker, I am not going to repext all the arguments
that have been put forward, the pluses for parity and

the minuses, except that I would like to make some
reference as to some because I feel that the Chief
Minister is almost being slap-happy in his teking cn

of parity and he has given, perhaps, not as cautious a
judgement of what perity may or may not have in stcre as
I would have done. Perhaps, it is the zeal of the
coavert that he feels now that it is all rosy with
parity. Well, it is not, lr Speeker, not in the lezst.
It is a2 question of whether parity is gocd, on bel.ace,
and varity in my view is good on balznce provided che
Government does the right things at the right time and
it has +“lready done something very wrong and that is
introduce parity in the way it has introduced it. The
Chief Minister has just said in an aside "we are never
right". Ir Speaker, one thing we have been spared uith
the Chief llinistzr is that he thought of parity first. At

least he has spared us that. Mr Spealker, one caanct

expect to spend one's political life advocating one thiug,

change one's mind and be complimentedfor it. Cne has to
be called to account, I would imagine. There is going to
be an injection of capital, a very substantial injectiocn
of capital £10m, or figures to that effect, into tie
economy. There is going to be an increase in indircct
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taxabticn, a Currency liote TIund, the Admiralty, and so
forth, very sudstenticl emcunts. There are golng tu be
political advanteges. There is the dignity of the worker
here in Gibraltar, the question of political stability,
as I mentioned earlier, the idea of a possible political
consensus in Gibraltar as regards this question of

wages which would involve the unions, which might redound
to the benefit of Gibraltar as a whole, the peace of

mind end the peace of life of Gibraltar citizeng, all
these things are poscibilities lr Speaker. ‘e night even
have more energy and the Government might have more
energy to devote to other tasks which, to my mind,

2nd to the minds of many Hon Members on this side of

the House, are going begging. The Improvement and
Development Fund, a dreadful performance of the
Governient, a dismal performance of the Government as
regards development. It might be possible to do these
things but there are disadvantages as well, the loss of
the competitive edge undoubtedly is there, as I said,

the inflationary effect, I hope the llinister Tor

Lebour and Social Security who is responsible also for
Consuxzer Protection tells us what estimate the Government
has formed of the likely inflation as a result of parity
and as a result of movement associated with it, including-
the taxation. I believe that we have had such an

estimate in the past and it is of vital importance for
thcse people who are not going to get parity money that
we Mnow and we can guard against it. It might be implicit
in the level of compensatory payments which the
Government intend to make, family allowances and so
forth. And, of course, lMr Speaker, there is the great
constituticnal disadvantage, which I will not deal with,
of losing control over the wages of Gibraltar because
that argument has, in fact, been answered before and I
think the Chief llinister now appreciates that there is
no point in having control of wages when the only
purpose of having such control of wages is, in fact, to
keep wages lower. That is how it has worked in the past,
undoubtedly. I have another letter, Mr Speaker, to

Sir Jack Scamp on this matter. As regards taxation,

Mr Speaker, the figures are there. Ve 2ll know that
there is a price tu be paid in terms of electricity,

of water, telephone, housing. We all know that there is
a price to be paid for parity and that we can not go on
living in such a menner as to forget that we are
responsible, as a community for keeping up these =ervices.
I am glad that the Government is not going to taue
everything a2t one bite, it is not going to try to

recoup all the losses or make up all the deficits and

it is an approach which we in the Opposition had in

mind to suggest. As to exactly how much it is possible

to do now or not to do now, that is a matter that will
be clarified in the debate. lMr Speaker, another question
which I would ask of the Government. What is the treasury
view of the ongoing cost of parity? The Hon the

Financiel and Development Secretary of course spoke
about the futility of putting down a figure, he explained
this this morning. Well, MMr Speaker, let me re-phrase the
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poinv. Does the Iinancial and Development Secrstary
that Gibrzlt: r in precent circumstances and not iali.
inte account the back money, £2.9m, that ie due cut
this ZC.5m fcr back payments, dces the Financial and
Development Secretary feel, is it his vievi, that
Gibralter will be 2ble to afiord, with the pluses a.’ ..z
miduses invelved in the quection of parity, will be _kl=z

to afford parity, or is he not prepared to¢ form a view cr
to give the llouse an indication of what his advice mizhs

be on this matter. lir Spealter, the Goveranent must be
committed to moke parity work. If the Government is ..ct
committed to make parity work then parity, undoubtedly,

is going tc be a very big failure. The Chief ILlinistc—,

I know, will have nc¢ choice for as long as he is ther:,
having taken the decisicns he has tcken, to atiempt o

make parity work but I would ask him to try tc male

rarity work in isolaticn cf events acrosc tle Torder,

in isolaticn of the Strasbourg process, in isoclation

of what might hapven to the economy of Gibraltar because it
would be very detrimental to Gibraltar toc accept parity

on the implied grounds that there might be & bvonanza Iov
Gibraltar as a result of these rather extraneous
considerations, It is very important that cur positiun
which has been strcngthened over a pericd cf tine
financiz2lly when the people of Gibreltar are ncw guite
cenfident that the island eccenonmy can survive, it wculd

be very wrcig of the Chief Minister even to suggest that
with pclitical erents involving cur neighbours the
nituation migh* be met but not otherwise.

LT CHILF MINISTGER:

11 the Hon llember will give way. I am interested to hear
all the objections to parity that the Hon Leader of the
Opposition is now putting which is all very faccinaii.g,
but if I may spare him time on that, in a generzl view

of the economic situation, the last references to the
Strasbourg talks was a winding up of a general situation,

I wasn't linking it up to parity. I haven't discusczed
actually what the terms of employment are on the cther cide
in order to seek parity with the neighbouring place, we-
haven't reached that stage yet, perhaps, it night be
reached, I don'?{ know, but I can assure the Hon llember, who
is finding so many difficulties to parity now, that tue
questiocr. of Strasbourg or Paris or lLa Linea has nothiag %o
Cv with my earlier remarks about the agreement that has
been reached as vegards parity. ' ’

HON # XIBZRRAS:

Mr Speaker, he does not give me the assurence that I reaily
wanted but it will suffice, Mr Speaker, because, certainly,
Hon llembers cn this side of the House are not prepared to
Jeopardise what has been done up to now econcmically in
Gibraltar on any ccnsideration arising out of the Strastourg
process. Mr Speaker, about the financial situation,
generally, with the funding of the acccunts we have almost
the elimination of any deficit or any ,shortcoming in the
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Congolidated ‘und znd the scattering of these

deficits in the indivicdual funds them:relves. Last year
the Financial and Development Secretury,.in fact, did a
paper exercise for us as regards what the positicn

would be if the funds had not been creatdd. I wonder
whether I was righb in ny calculations.that at present
the deficit would be in the region cf £14,000 overall

if 211 the deficits were, in fact, thrown into the
Consolidated Fund. I follow his reasoning, lir Speaker,
that cnce money has been paid out of the Consolidated
Fund he can include it in the yellow pagses under

Revenue, he can include an amount, minus, of course,

the surplus or the deficit in each of the individual funds
2rd the interest charges and that is fair revenue, bdut,
lr Speaker, the deficit in each of the funds still remain
and if he refers to page 192 of his speech last year he
will see what I mean. Vhat is the situation, in fact,
there and on the basis of that situation what is his
view, Mr Speaker, about the recurring cost of parity

and its benefit to the economy? Ve come, lr Speaker,

to the compensatory payments. Ve note that the Government
has done well. I congratulate the llinister for Labour
for the degree in which he has been able to convince his
colleagues along the lines of supplementary benefits,
something lilke 40%-increase, retirement pensions 60%,
femily allowances 34% and so forth, There is now
knowledge that rents are going to go up but I see no
extra provision under rent relief. I would like to be
assured that those people whc are not able to meet the
inflation as the result of the introduction of

parity have adequate compensation and I would call

on the liinister for Housing to explain where the money

is going to be drawn from and on the Minister for Labour
himself I would urge the point I made about those

people with social security pensions who receive
approximately half of what others receive. Whilst I feel
that the index-~related pension is excellent, the
Government policy to keep them at a level of somethlng
like 40% of earqlngs, I do feel that in this new
situation which is undoubtedly going to arise from

the introduction of parity, that the distinction between
the full pensioners, as I might call them, and the half
pensicners, is not going to be as great as it is now and
the MNinister must weigh up social insurance considerations
and the question of fairness to contributors in the past
and ensure even by direct government infusion into the
Social Security Fund that these pensioners do not lag so
far behind those who have full pension in social security.
I would have said that this is absolutely basic and in
line with the Government's thinking in respect of family
allowances and so forth. There is also need, Mr Speaker,
in relation to family allowances to revise the claw-back
arrangement because it is the larger family that is going
to be affected by the introduction.....

HCIT A J CANZPA:

There is no claw=back in respect of family allowances. It
236.

was elimincted a couple of years ago.
I I XIBLDRAAS:

The widerly Persons Pensions are still nct setisfactory,

I would not say thot an elderly person's pensicn is

enough in the comlng situation and these people need

to be supported at the present moment. lir Speaker, last
year I talked about cost-consciousness as well. The

Chief Minister spoke about cost-consciousnessc but he seeus
to have done very little sbout it. The Chief IMinister

has mentioned absolutely nothing about the Public

Accounts Committee even though I was led to believe that
he might be able to make a statement on this in the

course of this meeting. He himself repeated what I said
last year that labour now costs even more money than last
year and the cost will be increasing. Surely, lir Speczier,
there is room for, not werds from the Government but
action from the Government to ensure that the taxpayer,
which means everybody, receives fair value for roney and,
surely, we can not overburden our Government serv1ch,

not only in non-industrials, but also in industrials and
in this connection perhaps the TFinancial and Devalopmant
Secretary can tell us whether the workload of the Public
Works Depa-tment is, in fact, increasing or not or whether
it has remained as it was. lMr Speaker, last year I also
spoke about the possibility of expanding the economy
realistically. It is not up to us to produce solutions tut,
perhaps, to suggest them. We spoke a lot about the port
last year. Ve do not think- that the port is being
capitalised and the words-of the Financial and Development
Secretary have merely been repeated this year but I will
allow other members on’this side to deal with this point.
Could the Chief Minister tell us something about double
taxation agreements and their application to Gibraltar.

Is their a possibility, now that livirng standards are
assurcd, of expanding and obtaining more money through
this source? Vhat are the disadvantages? Are there
compensatory advantages? Mow that the living standards

of people are guaranteed certainly we should not shrv“ the
responsibility of looking towards a gradual expansion of
the economy. This, Mr Speaker, in no way will jeopardise
living standards. It will not, in any wey, create a
reogressionist process as regards wages. It will no longer
colour *he standard of living of the people cs was clear
with the tax haven economy at one time. It is a questicr
of building on tre social advances that have been achievad
and on <the guarainisees that parity could afford -nd, surely,
now is.the tln co start looking towards a gradual
expansica of the economy. Hon Members opposite were very
keen on expansion before, especially the Hon Mr Serfcoiy
anid his hotels and so forth but now, lir Speaker, we do nc®
sez tnem produce the bright ideas that they had once. lir
Speaker, as regards the Improvement and Development rund
there will no doubt be a debate but there is little to

add except to thanik Her lajesty's Government for the L£14:2,
The Governuent says that £3. something milliocn of this is
in fact a revote, a carry-over. In effect, I Speaku¢,
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if one analjses the prcjec‘tq that have actually %re

produced in the course of the last Devolopmen

Progrers me this by no means zives an indicaticn

of the egree of effective Brivish Government

sunycrt o Glbralter or to the achievements in actual

congtruction terms of the pkeocnb Government. It is quite

the cpposite, lir Spesker. /e have a crisis on our hends

eand I do not see any 1n.“edlaue 1mprovennnt in housing.

*ne Government may very well put down fig gures,
theousands cf pounds, as about to be spent in the coming

yeer and then we get the cft repeatnd situation where

ncne of theve are spent in the comlng year. The

Gover ment not only has to promise to do betiter as it
has, but the Government has to do better because it

has fzailed the people of Gibraeltar in this

respect. The hou51ng liinister should be on the point

of breakdown. It is guite clear that the development
side cf Government has not been working and we have
suggested to the Chief llinister that he should replace
cr snare ocut the functions of the present Minister for
Developzment. kir Sneukar, I frankly do not believe that
the Gevernment is going to do even a third of whet 1t says
iv is going to do in the coming year and I have the
experience of the last four years to prove my point. I
do not think that the Government is capable of carrying
out these jobs. I do not think the Government as it is at
D c?t composed has the energy to do it. The Comprehensive
¢l winich has been on the drawing board for heaven
'E hoew long will still take up vo June or July to get
the ground. The housing which has been plenned, of
we have sceen the Clty Plan, we have seen the arca
_Een., ve had thne arCﬂlueCuS worxlng, 21l that will

0t se>» the light of day soon enough. I doubt ver ry
would like tn\ Governnent to tell me how man:
Vouu T0 te built in, let us say, the next two
~t he Goverament to comait itself to this and
s *easonable that I should ask them. Mot for
cndlcose ideas about selling of flats, what is needed is
building cf new flats. Su_oly, the Goverament is able
cajze, one whole Development Programic after the
ore irftial plens were laid down for
yveraneny ousing, surely, ths Governnent can tell us now
1 te producad, how nany houses are
vhere they are going to be produced,
Mubs, what are the finishing dates
stimates so that at least Ikn Henbers on
nouso can quection the Government and
he pgoplc of Gitraltar get the hcusing which
and which they deserve and which they are not
da Lavg not L)ot in the last four years. LT
gover 1ent has nade no statement about Varyl
thet there is expenditure there for Varyl Begg
the o
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Government actually going *to do about

lats at Varyl Begg? Is it simply going o

1 whe started the project? Mr Speaker, I find it
difficult tc criticise the Goverament becauce hc
Governient has, in feact, taken over so nmany of vur ideas
our concepts. QThe Chief llinister laughs but does he ’
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rememhor the: speech of 5 October, 1974, when he saild
th2t he wouX; resign before he conceded the weges link
witr tne ULS And now he is conceding full parluy, he is
agreeing to full parity. Deces the Chief llinister want me
to produce this, I produced it alreaay cnce in the House.
Does +he Chief lMinister remember that my Hon Friend
stood up in this House and said sonething about giving
workers an increase of £6 and not only called him
irresponsible but he got Mr Peter Kirk to say the same
thing, that these were matters that were said by
Leaders of the Opposition, yet the Chief Minister is
able to laugh at this stzge. I do not know what he is
laughing about, it certainly cannot te his ccnsistency.
It may be that he feels capable of doing a complete
volte face, a complete turnabout. lir Speaker, this he
might do on televisicn, he might do elsewhere dbut, with
Hon Members who have been with him over a gcod number of
years, who have listened to his pronouncemnnts, who have
followsd them with anxiety, whe have seen the turmoil
which o a great degree the resistence of the Govrernment
to tnisidea has brought abcut, Hon Membvers cn this side
ot the House cannot possibly laugh or enjoy the Chief
Minister's joke. Neither can the people of Gibraltar,

I suswect. Mr Speaker, in general terns, let me say
one more thing about the hotels. Mr poaker the
application of the new water and electricity rates to
the hotels needs to be considered very carefully by the
Government. This is very important. It is along

these lines that the Opposition is thinking. If there
could be a direct cushicning off of the zpplicetion of
these rates to hotels then, I think, it would e
deserved and I think also we migh+ rnot put a relatively
important sector of the connunluy in jeopardy =znd I
think we must fear this, It does not mean that hotels
are in a bad situation because of parity. I think hotels
could survive perfectly well with parity and could pay
the rates and produce a service that was ccmpetitive

if our airlines were in a better situction, if The air
tickets to Gibraltar were lecs expensive than thay
actually are but this has been through. the House on mcpy
an occasion-and I will leave it to Ir Isola and lr Perez
to talk about these matters. But, surely, lir Speaker, if
something needs tc be done for that side of the economy
it reeds to be done now and I want to hear véry
compelling arguments before I am diszuaded from the
iaea that the hotels should be directly helped in

th’ls manner and also with those who can make a case
because iZ one applies such help only to hotels cne

ight be wnfair to other sectors whose difficulties have
~ot yet surfaced but who might surface. lir Speaker,
there is also the question of the port aud a11 those
areas where increases in wages might precipitate a very
sharp increase in the cost of living. Thie has been
under consideration in many budgets from both
Governments and it is important on the cne hand that the
trader should not be squeezed out of existence but also
equally important that inflation should not be allowed to
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run wild. It is very impoxrtant. I would counsel the
Minister for Labour th~t he will aot do it with
pieces ¢f legislaticn such as he brought to the House on
another occasicn and I would suggest to him tanat it does
need a coordineted plen on this matter. So, NMr Speaker,
what zn odd situstion that I find myself in agrecment
with the Chief linister. I was so uenpted, Mr Speaker,

I almost crossed the floor, I thought I should be on the
other side, when I heard the Chief Minister speaking.

I notice, lir Speaker, his colleagues did not show the
least bit of emberrasement. I do not know whethor they
were in disagreement with the Chief linister before,
in his cpposition to parity, or whether, in fact, they
zre as impervious to the criticism of inconsistency
as the Chief llinister is. I lnow that Hon llembers
nheve staked their political reputation on these things
and now I find them acquiescing with the views of the
(rief HWinister., I gather that they all agree with him.

i agree, I share in great part the optimism of the Chief

Minister on these maivters but I urge him not to be
slezpheopy ahout lt, to take great care as to the
private sector employers and employees becew.se they,

urdouotccly, are zoing to be hit, and if the Governmeat
does not take great care of these then, Mr Speaker, the
idea, of parity might get discredited and worn and

this neither he, now, in his present state of wi~d, nor
us on this side, would went that to happen. There is
the question of loan finence, Nr Speaker, but that
might be discussed at another stage. I do hope, and I

think it will happen, that this House and the Government.

in particular will be able to usher in aa era cof
coualitv with the United XKingdom, zn era of social
du"tlce for Gitraltar, of no discrimination vis—a-vis
Britain but also that such an era will be based on good
foundations and not on political expediency, not on a
decision taken out of weakness, not on a decision taken
irrssponsibly in any manner dbut the Government has care-
fu“ij considered the implicaticns of 100% parity and
that it is prepared to fight for 100% equivalence.

HON CHIZR MINISTZR:

Nr Speeker, I gave you notice that I wanted to make a
statement and perhzps. it might help the rest of these
deliveraticns. It has nothing to do with the budget, in
a way, out it has to do with accounts.

There have been persistent rumours in Gibraltar recently
about alleged malipractices ih the purchase and supply
of stores to the Government. This has caused grave
public conern end created a situation which, because of
the aspsrsicns cast on the trustworthiness of certain
Government employess and the allegations that public
funds have conseguently been misused, Government could
not afford to ignore,

I also know from conversations with the Leader of the
Opposition that the Opposition too is seriously
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cencernnd. This concern is egein menifecst in a letter to
me fron whe Hen 7 Restenc giving notice ithat he proposes
to ask for spec’lic detailed information on items of
Governmaunt purcri.ces and supply in all Government
drpartacnts.

Tn2 Pr1n01pal Auditor is therefore conducting
irqui—ies with the assistance of officers of the
dstartments concerned and the Treesury. I am informed he

has alroady started to work on this. These inquiries

are necessarily of a preliminary nature and are being
made not in the spirit of a witch-hunt but as an attempt
to arrive at the truth.

If as a result of his inquiries it appears to the
Principal Auditor that irregularities have occurred in

the receipt, custody or expenditure of public moneys

or in the receipt, custody, issue, sale, disposal,
transfer or de'ivery of any stamps, securities, stores,
accountable dccuments or other property of the

Goavernre~nt or ir the accounting for the same he is
required by Section 57 of the Public Finance (Control

end Au29t) Ordinance 1977 to bring the matter to the
notice of the Flinancial and Development Secretary. The
Fiiarclal and Develcpment Secretary will decide in the
light of the Principal Auditor's report whether any further
inquiries are reguired and, if so, what form these shculd
take. I must assure the House that, if any evidpnce of
breaches of the law comes to light thes papers will be
referred to the Attcrney General. If in his ODLﬁ;On

the facts warrant investigation the Police wl‘1 te
requested to carry out such investigation and tc report to
him. The Attorney General will cons1der such report and
then decide upon the facts disclosed what acticn is called
for.

Equally, I feel it is fair to state at this stage that
whilst representations about corrupt practices have been
made to Government both by private individuals and
public bodies, no evidence whatsoever has been produced’
to substantiate these allegations.

Finally, & wish to state that Government has been
ronscicvus for some time that its stores procedures reguire
improvement. As a result, an informel Stores Control -
Committee, consisting of the Principal Auditor as Chairman,
the Senior Assistant Secretary and Ir il Cavilla was set up
in Jue 1977, with the following terms of reference:

"(1) to consider what measures are necessary, including
. changes in existing organisation, stafifing,
regulations and procedures, in order to -

(a) increase the effectiveness of conirol ove:r
the purchase and custody of Government
.stores and supplies;

241,



O

O

O

@

®

@

(b) to eliminate any malpractices; and
(¢) to improve the efficiency of supply;

(2) in relation to staffing, to ccnsider the need or
otherwise for the appointment of a Stores
Verifier;

(3) to carry out such investigations and
consultations as may be necessary for the
-purposes of (1) and (2) above;

(4) to make recommendations;

(5) in considering what measures are necessary,
and in framing recommendations, to keep in mind
the probable computerisation of all stores
accounting, including stock control and
purchasing."

The Committee has been working steadily since then and I
understand, is due to make its final report shortly.

HCIT M XIBERRAS:

Would the Chief Minister confirm, Mr Speaker, that I wrote
to him on 6 April 1978. He mentioned a letter from Mr
Restano but did not mention a letter that I had written on
6 April 1978.

HON CHIEF MINISTER:

I am sorry, when the statement was prepared that letter
may well have been overlooked but if the Hon the Leader
of the Opposition says he wrote to me I accept it and I
also refer to the fact that he did come to see me about
iV 2nd expressed his concern as i's indicated in the
statenent.

HCY L XIBZRRAS:

Mr Speaker, there is also a question which I discussed
with him thzt whereas I do not oppose the idea of the
procedure which the Hon Member has outlined there is, at
the same time, for obvious reasons, an interest by Hon
Mgmbers of the House in these matters and as I suggected to
him in the course of my meeting with him, is he prepared to
keep me informed of developments in this?

HON CHIEF MINISTZR:

Of course, I will keep the Hon Leader of the Opposition
informed of any developments and it could well be that it
may be salutary for all members later on to make any
statements of interest in this matter if it is necessary.
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HOW M XIBuHRAS:

What does the Chief Ministexr have in mind there? As
the Hon liember knows this was in fact one of the
recomser..ations of the constitution comnittee.

HCPY CHIER IMTINISTER:

We did not pursue that one and we ought to, I think, in
a gencral way but if it is necessary to make any ad hoc
ones we will do that for this purpose. I want to make
it quite clear that whatever enquiry is being made
touches everyone. There is no suggestion that any
member of the House is involved but let there be no

misunderstanding that no member of this House has got

any privilege over anything and that therefore the wider
the enquiry, if it is required, the more salutary for
the.gocd name of Gibraltar.

HON A P MONTEZGRIFFO:

Mr Speaker, I was rather baffled listening to the
speech of the Hon Leader of the Opposition and that is
not to say that I do not always give due consideration
and inportance to what he has got to say and in fact
“o what other nembers of the Opposition have to say at
any %.me and & any stage in this House because I am
one of theee vio believe that whatever label you are

- wearing in tlie political field, all politicians have

a2t hesrt the interests of Gibraltar. I was baffled, Ir
3pe ker, because as I listened to the first part of
bis speech, the elation that parity had been achieved
and that he had been one of the major instruments in
achieving this particular policy, I thought at tke
time I am going to stand up and compliment him 100%
but then, as I gradually carried on listening to the
second part of his speech, he was lecturing us, and
very rightly, I think, on the very fears that we have
been expressing as to why we did not want parity all
these years and which I have never heard him, on any
other occasion, while he was telling the people that
parity was grod for them, putting what he has described
as the possitlie pitfalls of parity. I was one of the
greates®t opponents of parity, I meke no bones abtout it.
Noi tecause I vanted to deprive the workers of Gibraltar
of what they were rightly entitled to, but because I
have alwoys had the great fear that in superimposing
~ sccic—economic structure of any country to another
particular country it has the pitfalls that the Hon
Leadcr of the Opposition has been telling us and
perhaps more than we can foresee at the present stage.
He would have liked to have seen parity spread over a
wider period in more phases. Perhaps it is a matter of
judgement, perhaps there you ‘were right, perhaps we
were wrong but he should not forget, and any
intelligent person would agree with my subtmissicn, that
after Scamp, after the great industrial troubles that we
had in 1975 the Government submitted itself with the
Unicns to what was tantamount to an arbitration and
243.



out of that arbitration Scamp granted what was the
equivalent of parity. As I said, any intelligent person
could hive gzen that from there cn parity of 100% was
round the corner. That was inevitable, the Government
lost its battle. We would very much have liked to have
carried on the process of Scamp, knowing full well that
at the end it was going to be 100%, that was inevitable,
but Hon Members on the other side cf the House also know
very well that the Unions, not only the Transport and
General Vorkers Union, none of the other Unions accepted
even the 80%, they stuck to 72% and they still have not
received the peyment of 80% and they still have fought
and perhaps have met us half way and we met them half
way too, in accepting parity over three years, which is
what is going to happen now, from 1976 to 1978. It is
also true that 211 the off-shots of parity and the
censequences ¢f parity, in the economic field, must also
be faced and Government has been very conscious of that.
Although I share to some extent the cautious optimism
expressed by the Hon and Learned the Chief Minister, I
hope that this lost battle of the Government, in so far,
as 1ts policy is concerned, is a gain for Gibraltar

and if that is so I do not care if Government loses the
vattle and I hope, and there I share completely the
views expressed by the Hon Leader of the Opposition,

that Gibraltarians will also rise to the occasion eca
not carry on as they are carrying on in some fields with
2 careless attitude, with lack of productivity, with
lack of sense of comnunity. All those things might be

put aside once and for all and I hope that now that they
have had what they consider to be a better deal, they
will also put their shoulders into it a little bit

more because I have not got the fears that some people
have abcut Spain, my fear is that we do not play the role,
tiiat is demanded of us in this historic occasion we are’
iiving which is the history of the survival of the
coxmunity of Gibraltar. I em going to say no more because
following the wishes of the Leader of the Opposition

that Minizters should make a statement on their own
departments before we come to the scrutiny of a particular
department, I am now going to bore the House, if I may,
viith the statement of my department which takes quite a
big slice of the cake of the Budget. Sir, in dealing with
the lledical and Public Health Department, Head 15, Page
50, I will first call attention to the increase of about
£200,00 more in total expenditure over the approved

- Estimates in 1977/78. It is true that we are about £80,000
less than the Revised Estimates for 1978/79 but it should
be taken into account that during the financial year we
are now finishing there was included to all employees a
once-and-for-all peyment based on £250 so, if one
disregards this payment, the truth of the matter is that
the bill is going up as it is going up in most depart-
ments. The exercise that we have tried to do this year
in the context of parity was to try and tailor our
estimates of expenditure to the extent that it would be
more or less not more than the Revised Estimates of the
year that is now finishing. Whether at the end of the

dey that will be possible gizains to be seen. Personal

Emoluments basically, takes into account an increase
cver the approved Estimates for last year of arcut
£57,000. This ncrecase is composed of annual

incremcnts, increase in allowances and overtime and the
final settlemer®: of salaries of the few officers like
the Criel Public Health Inspector, the Senior Laboratory
Technician and Deputy Analyst and one or two others
anich, in the course of this meeting, we are voting
amey for. Under Other Charges it is much easier to
comp.re the 1978/79 Estimates with the Reviscd Istimates
ac the Revised Estimates normally show the future trend
based during the last few months of the current financial
year. I will first start by calling attention to Items 6
and 7. The increase of nearly £9,000 on item 6 over

the Revised Estimates is mainly due to the increased

.cost which fell due some time in July/August of last

year. That is why the full brunt of the new increased
prices was not fully reflected for the -whole year 1977/78.
I must say at this stage that July/August is more or

less the month when new tenders go out. As regards

Item 7, Laund.ring Expenses, the increase is due to

two factors, increased costs and an increase in the

number <t patients that have been admitted into the
~ouspital this ycar which has unfortunately, beaten all
records. lIndeed, the increased number of patients which
nas taen of the order of 30%, is generally refliected

i thoss items which involve issues to patients such as
drugs, laboratory, X-rays, etc., I will not really go into
any expenditure items any more where the difference
between the estimates for 1978/79 and the revised
estimates are not over £2,000 to £3,000. I am leaving
Item 9 - Drugs, Dressings and Pharmaceutical Sundries
aside and I shall come back to this Item later, I

would like to mention Item 12, Fuel and Electricity,
and of course as a consumer the Government alsc heas

had to bear the higher charges hence the greater cost.

Item 15, Wages Staff, shows a decrease over the

Revised Estimates for the same reasons thet I explained
under Personal Emoluments, and that is the £250 paid

as a once—and-for-all exercise in the financial

yvear that is now ending. As for the Special Equipment
which covers items 80 to 82, we are carrying out a
process of equipping the hospital with modern equipment
but *this is of course a continuing process every year.
Ve are also buying a portable X-ray unit and we must
replace & mini-van which is now completely unserviceable
29 well as purchasing a new hearse.

I am sorry to strike a gloomy note! /e have two hearses,
as we need to have two in case of breakdowns. Cne of

them is about twenty years old and is now beyond repair.
The second hearse was bought second-hand five or six years
ago and is not the most suitable one apart from the fact
that it is also ageing considerably. So, unfortunately,

we have got to spend £10,000 on a hearse. I am not '
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going to be attracted by a particular type of hearse from
the Contisent wiich 1s provided with a fluorescent cross
and is equipped with stereophcnic music. I do not think
we can afford that luxury: after all, the poor man in

the coffin would not hear it!

I will now go ‘back to Item 9 which deeals with drugs,
dressings and pharmaceutical sundries and which include
the medicines issued under the Group Practice Medical .
Scheme. In the first place, bandages, X-ray material,
oxygen, ahd laboratory material, have, on an average,
gone up by about 20%. Quite apart from the fact that
there are more patients being treated, as I menticned
before. Drugs for the hospital are becoming increasingly
difficult to control .because of the new sophisticated
drugs coming on the market particularly to fight cancer.
There is now an increasing demand for it and so we are
spending more than we did last year, ie a total of
£60,000 as against the £45,000 we voted last year.

I am now focusing attention on the drugs issued

under the Group Practice lledical Scheme. For the year
1977/78 we have spent in the Revised Estimates around
£270,000 as-against the £250,000 that we have put

in the 1978/79 Estimates. The reason for this is that
when the Istimates were preparsd we based the amount
that we hoped to spend in 1978/79, on the rate of
expenditure in llovember, since this is the time when

one usually submits first figures. Only recently, about
two or three weeks' ago, we had to come to the House for
a further £29,000 and although the Finance Department
was very quick to up the Revised Estimates they never
botkered to increase the £368,273 in Item 10 on page 15.

In any -case that figure of £250,000 was put there as a
token figure. Does the Hon Member want....

HOIT I XIBERRAS:

I am a little mistified. I have not got it clearly.

Little g. says, Increased Cost; but the figure is lower .

than the Revised Estimates 1977/78.
HCM A P LCNTEGRIFXO:

I will explain that. There have been increased costs
obviously but there have also been an increase in the
numver of people attending the Health Centre. The
increased costs mainly refer to bandages, X-ray
materials, oxygen and laboratory material, but there

has also been a very slight increase in the price of

the items we pay under the Group Practice Medical Scheme
for drugs. There have been considerable increases in the
more sophisticated medicines that we use in the
hospital.
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HOI' G T RISCTANO:

I'r &neaker, can the Iliinister explain why it is that the
Revised Estimates of £409,000 is greater than the
Estimates for 1978/79 when he estimates that the

cosss in fact have risen?

HCIT A P MCLITEGRIFFO:

I have just explained that. The £29,000 that we voted
here for Supplementary Estimates. I never thought there
would be enough time to revise the Revised Estimates

or to include it in the current expenditure for

1978/79. Then I found out that the Treasury had

included the £29,000 in the Revised Estimates but never
projected the same amount for the year 1978/79. :

HON G T RESTANO: _
What should the figure be then, for 1978/79?
HON A P MONTEGRIFIO:

If he would just wait a little moment, Mr Speaker, I will.
say whut the ficure will be in my estimation. :

The cest is beciming alarming, despite the fact that
we increased ccntributions by 10p at the beginning of

'1978. The total cost on a notional basis — I hope we

do not get another funded fund - of the Group Practice
Iledi.al Scheme is roughly £325,000, ie £270,000 plus

the expenditure: contributions amount to about £250,000
thus leaving a deficit of about £75,000. And if the '
present trend - and this is where I want the House to
pay attention - if the present trend, which we had hoped
was a trend that was applicable only to the winter months
which is the peak period but unfortunately it appears
that it is going into the less cold months, if the
present trend continues it is my view that we shall
probably need another £50,000 before the end of the -
financial year ie £300,000. This will not tazke into
account the increased salaries and wages that will

come about and whatever extra fee we may have to pay

to the chemists retrospectively as from 5 December 1977
resulting from the costing exercise which has been done
on ou. behalf by the Statistics and Research Division

of the DHSS. ’

We have tried all methods in an effort to cut expenditure
without in any way affecting the effectiveness of
treating patients. I do not want to bore the House too
much but on the 16 April 1978, there is an article in the
Sunday Telegraph from which you will find that the same
problem exists not only in Britain but elsewhere. In
Jersey the Statistics and Research Division of the DHSS
pointed out the obviocus: "Exnerience shows that the
number of prescriptions under the health service follows
an upward trend and provided allowance is made for this
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growth a reescnably accurate figure or estimate of
future numbers cen usually be nade". That we all
knew, but the trocuble is that theres aprezrs tu be no
ceiling.

. This is a prcblem which is faced throurzhout the whole
world and the World Health Crganisaticn has said that
with a Formulary of between 400/500 items it could be
more tinan sufficient to meet efficiently the treatment of
all patients for any type of disease. But in the consumer
society that we live in drugs are not different to other
goods we ccnsume, and the patient goes with a shopping
list to supermarkets as well as when he goes to see a
doctor. For some reason or another doctors find it very
difficult to swim against the current’and this is what I
would urge members to consider because this is what it is
all about. That doctors find it very difficult, short of
quarreling with patients, to tell them to go to bed and
have & couple of aspirins because antibiotics are no

good for flue. But if they don't give antibiotics they
have quite a row in the clinic.

I have been in +touch with the Jersey Health Authorities
for some time because they have a comparable population
znd more cr less the same system and they find that

the total cost of items of medicines prescribed is
substantially lower than ours, the reason being

that people in Gibraltar go to the doctors about 40% more
than they ¢o in Jersey or in any other European country
of the viestern world. They have got that tendency to go
more. In fact there have been weeks when 2,000 patients
have been to the Health Centre. If one takes into

zccount the people who go to private practitioners as well
as patients raferred to Consultents in hospital, there
are weeks when over 3,000 people see a doctior.

ir, I have now been able to obtain the advice of the
Medical Committee in the hospital, which comprises all
doctors, and z Comnittee of Taste has been formed which
will include the Head Pharmacist. The Committee will
consider the Formulary prepared by the Ministry of
Health. for Jersey = I think people are quite healthy
there. e have also invited members of the Pharmaceutical
Society and two doctcrs from the Health Centre to sit on
the Committee and they have made some progress in the
last five or six weeks. But I myself am very sceptical as
I usually am about these things. As I said before I was |
born a pessimist and I wonder whether this problem, which
is bedevelling all Hezlth Services throughout the world,
can ever be brought to a grinding halt, because it is
not only a blatent abuse but people are doing a
disservice to themselves.

I would like to give a warning to the House. If this

carries on the Government is not prepared, as I said this

year, to let that fund get completely off the track. And

unless we can do something between now and August to

at least cut some cf the expenditure I will have %o come
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tc the House, to increase contributions agein. It is
impostible to allow this to carry on building up and
getling out of hand.

In passirg, I must stresc that what I would describe as
structural problens in the Health Centre are also in

the increase. The abuse of house calls and attendance at
clinics which are basically emergency clinics is a blatant
abase anid a lack of good sense on the part of some of the
nublic. No doctor anywhere in the world, and more
speeiffcally in the UK, with a panel of 3,000 *to 3,400
pariznts would do emergency clinics which are mainly run

on holidays and Sundays for more than eight or ten

patients on an average, and perhaps do 3/4 house calls.

In Gibraltar it has not been unheard of for a doctor to be
called out to see a dog at 11 o'clock at night! -Yes, a dog!
When he arrived at the house in response to a call, it was
to see a sick dogl! - and to have 90 patients in the
emergency clinic apart from 30 house calls on that same day.
If this carries on it may well bring about the ccllapse of
the whole system. Patients put in house calls which are
completely unnec2ssary. It is agein not unheard that a
patient is not at home when a doctor arrives and this
happened last Sunday on three occasions between 9,30 and )
1l <'clock in the morning. And if the patient is a child he
ma;/ be Lfound playing football in the patio or the Estate
where he lives wien the doctor goes to visit him. This may’
sou..d very funny in this House but it is very frustirating to
the doctor.

As the Hon Member will have noticed we issued press
communiques, we circularised some time ago each and every
patient advising them of the problem they might be facing,
we have now put posters all over the place. What else, I am
afraid I do not know.

In the last couple of months quite a lot of innovations

and alterations have been going on in the hospital. One

or two projects will overlap into the next financial

year when we shall be tackling the KGVI VWing which

includes the Cut-patients Department, the Children's WVard
and the Casualty Clinic. It is also hoped to start the
conversion of the present Sisters' Quarters into four flats
and several bedsitters which is a more modern way both of
housing doctors who are on duty and also the Sisters.

I 2m also happy to report that the new equipment which we
had bought <his year, for example, the image intensifier
and the dischermy instrument for kidney resection, coupled
with modern gastroscope and bronchoscope have provided the
hosp@tal with better aids to diagnosis and more efficient
service )

At long last the Lewis Stagnetto Ward has been opened and
is gradually being fully equipped as a Geriatric Ward.

We have during the year updated the Food Hygiene Regulations
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and the Public Health Department has been very
much on top in looking after, rather successfully,
vnat irn some ways is the preventive side of medicine.

The House pressed me, I think it was last year, or

about that time, that we needed to introduce measles
vaccinaticn. This has now been started. BCG vaccination
against tuberculosis is now available on demand. Influenza
vaccination to selected population groups, such as senior
citizens at 0ld People's Homes are being implemented. A
Vaccinztion cempaizn, as sugiested by the World Health
Organisation, was started in April 1677 and is being
maintained by regular films on GBC/TV. Food hygiene
propeganda in connection with the implementation of the
new recd Hygiene Regulations has been disseminated.

We are continuing our training courses which are partly
paid by ourselves and through Technical Assistance and as
from last year consultants in the hospital are also
reguired to go for courses every year for which, of course,
the Government pays.

Lastly, we have got £41,000 under Head 103 in the
Inprovement end Development Fund which will cater for the
works I have already mentioned, but there iz a further
£30,000 in.the Estimates which provides for improvements
to the markets which it was not possible to carry cuy
during this current financial year.

Finally, I nust renew my thanks to the Naval Medical
Authorities for their cooperation and to all those who

in some way or other have contributed to the welfare

of the patients and the betterment of our hospitals, such
as our own staff, the League of Friends, the Chamber of
Commerce, the Ferrary Trust and others. And in case Hon
llembers may think that I have forgotten the Opthalmologist,
I have not. We have just received this morning a cable
seying that all is normel in the sense that he is due to
arrive in Gibraltar on the date that I announced in the
House earlier on in this meeting.

The House recessed at 5.25 p.m.

The House resumed at 6,10 p.m.

HOIl A '7 SERFATY:

Mr Speaker, I am going to refer to the Departments for
which I am responsible in the order that they are shown
on the Estimates; Port, Tourist Office, Improvement and
Development Fund. I shell stert with the Port.

1977, as I think the Hon Financial and Development
Secrevary has said, was not a bad year for the Port. We
reached a peace time record of 20,2 million tons of
merchant shipping calling at our port and a slight
increase in the number of ships from 2,553 in 1976 to
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2,591 last year. The number of yachts significantly
increased from 2,758 to 3,554. Tiils 1s s good omen for
tne future because of the high spending power of the
visitors and yachts.

The nunber of cxruise callers was reduced from 74 to 65
but an Inorease ¢f 46% in the number of visitors from
Tangier, with +'e highest soending power of all visitors,
mece then made up for this loss.

Dircing 1977 I held a seminar in London with the cruise
directors of the most importent UK and foreign shipning
companies. We had very fruitful discussions and I hope
that these will be translated into an increase in the
hunber of cruise calls in the future.

The most important chenge in the port in 1977 was the
repid move to containerisation of cargo which has brought
with it problems of redundaency in the labour force.

This matter is now being dealt with and I hope that a 3ill -
wnich has been ready now for several weeks, but which I
believe is going to be discussed again, for the estsblish-
mert of o Port Orerations Board, will be brought to this
House Zor consideration in & matter of weeks,I am told.

I owe it to the Signalmen in the Port Department, %o
mention the Signal Station which we had hoped to rebuild
during 1977. Great difficulties have been encountered
in the design of this building due to the vibrations J
creeted by the action of the waves on thet psri of thne
North Mole. This engineering problem continues to be
studied here and in the UK and, in the meantime, certain
improvements will be effected to make the existing
station waterproof and for the provision of proper
ventilation. A token sum of £1,000 has been provided in
the Estimates for the construction of a new Signal
Station when the technical problems asre solved. This is
only a token sum, of course, since the cost of a Sigml
Station is going to be pretty high.

Coming back for a minute to containerisation, a sum of
nearly £1lm. has been included in the 1978/81 Development
Progrenne for the reclemation between Jetties 2 and 3
sudbject to 40D (Wavy) approval in London. This will
provide an adequate area, and a very hnecessary area, for
contaliner handling. ’

To finalise on the Port, may I mention the provosed yacht
marina at Bayside. I am informed that the steelwork for
this marina is on its way to Gibraltar and will arrive
somevime in May, and that save any unforeseen difficulties
the pier, at least the marina pier, should be operational
early next year.
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These sre the main items on the Port, and, of course,
we will be answering questions and discussing the matter
when the expenditure of that Deperimenit is discucsed.

lcay I now refer to the Tourist Office. I have already
mentioned cruises, excursionists from lorocco and
visitors in yachts. . All these are difierent facets of
cur tourist industry, but when we talk of tourism we
refer meinly to visitors on holiday who either come on .
an inclusive holiday or make their own arrangements, and
most of tnem, of course, stay in hotels. .1977 wes not
a good year and I believe the Honourable Financial and
Tevelopanent Secretary wes giving, this morning, some of
the reasons: inflation etc. Arrivals at hotels were
about 10% less than in 1976, and guest nights sold about
15% less. There nay have been several factors to
account for this but I will not tire of saying that
nolideymakers can only come to Gibraltar to the extent
tnat sircraft seats at competitive prices are placed st
tnelr disposal. For many years since the advent of the
inclusive tours to -Gibraltar from the United Kingdom the
cheap seats known as SGIT fares - Speclal Group
Inclusive Tours - offered by thne scheduled airlines with
the object of filling up their planes, thiriteen or so of
them a week, were used 1o bring the holidaymekers. We
must noi underestimate the contribution of the SGIT fares
to tourism to Gioraltar in the last ten years. But for
too lonz the tour operators were content to limit their
business and their promotional efforts to the number of
SGIT seats offered. Quite understandably, since a SGIT
could ve cancelled if not sold, the financiasl risks of
organising holidays to Gibralter as sgainst setiing up a
cherter operation were much smaller. But then ceme the
fvel crisis and inflation and the nwnber of flights per
week was reduced. And, if I mgy say so, would have been
fartner reduced if we had not put in seversl appearances
et the Civil Aviation Authority in London and used the
need to increase fares to exert pressures for some
additionsl flights.

As the number of flights was reduced, the numoer of
surplus seats which it became necessary to fill with
tourists, after meeting the demand of the normel ar<
business travellers and students, was drastically
reduced and tnis has actually forced tour operators to
do sometaing positive ebout the matter. That something
positive hes been the commencement of charter flights
last year from Satwick, Iuton and Berlin, and as from
next month lanchester will come within our reach. This
year tne sale of charter seats so far has gone extra-
ordinarily well and this augurs well for the future.

But more must be done if we are going to £ill the 1,600
available hotel beds, and, if necessary, Government may
have %o step in and become invcolved one way or another
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with other interested psarties in the organisstion of more
charter flights. 1 am talking to interested vasrties on
tris matter now.

The impending creation of an Air Transport Advisory

psoard in Gibraltar, which we discussed the other day, is

not going to solve all our air communication problems but
at least it will strengthen Gibraltar’s position in this

vital matter.

The Tourist Office budget for 1978/79 follows similar
lines to those of 1977/78, mainly thne promotion of .
Gibraltar as a holiday resort, to bring to the notice of
potential customers the fact that a 7 or l4-day holiday
here can be very rewarding. This is done by sdvertising,
by holding trade promotions in London and in the provinces
by the provision and distribution of several tyves of
brochures, and by being in continuous touch witn travel
writers and other members of the national and provineciasl
press, mainly from the UK, which is cur main merket, but
also from other countries. In short, the promotion of
Gibraltar as a holiday resort and a conference centre is
an ettempt, in tre face of strong competition from other
resorts, tc encourage people to come and stay here on
holiday end also To encoursge shipping companies, tour
opcxatory and others who can make 1t possible for those
vicitors to come to Glbraltar.

The Gibraltar Tourist Office is also involved directly
and indirectly in the provision and distribution o?
information on shopping and other brochures 1o the
tourist once he is here, and also, in co-overating with

cthers as far as possible to provide entertainment for
people staying here, and that includes the Gibraltariens

of course.

Finally, we are in the process of moving our offizes in
London, from Grand Building, to Arundel Great Court in
the Strand, and in a few weeks’ time we shall be
insugura*irg the usw Gibraltasr stand at the Commonwealth
Ingvitute in London. I think that this stand, based on

an zudio-visuel prcsentation of Gibraltar, will enhance
Gibmralter z inage.

May I now refer to the Improvement and Development Pund.
The Aid Programme for the next three yeers, which we
agreed with Mrs Judith Hert only this wmonth, and I would
like to stress that we have only agreed this a few weeks
ego, concentrates mainly on housing, education, pori
development and public utilities. The lastter; self-
supporting as they might be, do not form part of the
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major areas of 3ritish assistance, as explained in the

press release issued at the end of the talks. The total
cost of projectis executed or sterted inm the next three
years will depend on several factors. One of them being

the success or otherwise of the deep drilling overations
now in course of preparsation to find fresh water under
the Rock, and on which will depend the future investment
in desalinators.

The cost of the project may also depend on the success of
the scheme to be lsunched, as was mentioned this morning,
for the sale of Government housing to their present
occupiers and on the amount that can be raised to finance
projects such as the new Power Station snd further
housing. .

liay I call the attention of Honouradle lembers to the fact
that the schemes included in the 1978/79 Estimates for

the 1978/81 Development Progremme sre only those which it
is proposed to start in the financial year which has now
begun. In new housing, for example, it is proposed to
start the construction of houses &t St Joseph’s,

St Jago’s, Neval Hospitel Roasd and White Store, always
sudbject to the important reservation, as these four
scnemes come under the Aid Programme, that project
aporovel is not unduly delayed by the iinistry of

Overseas Development. As I said in this House two months
ago, ODi heve a good record on this matter. The Flat
Bastion Road new housing scheme being locally funded can
£0 out to tender wnen ready, which will be before the

end of this year. 'But before project aporovel is sought,
an application with drawings and estimate of costs has to be
mzce. Alreedy thnree of these schemes have been sub-
mitted end the remaining one, White 3Store, will be sub-
mitted in June. h

The main aree redevelopment schemes that we are concerned
with this year are Tank Ramp, Lime XKiln Steps and Road

to the Lines/Castle Remp. Preparatory work for the first
pheses of tnese schemes is well in hand. Tank Ramp,
elready aporoved, will go out to teander in June; Lime
£Liln steps, also alreedy approved, in lMay, and the

praoject application for Roed to the Lines/Castle Reirn will
be subzitted to the linistry of Overseas Development in
laye Tnese projects of new housing, and first pheses of
area redevelopment, will provide 129 new houses and 62
modernised houses in addition to what is now being built
or about 1o go to tender. 0f course, in these figures
we 4o act include either the bedsitters at Glacis which
are now being built, nor the new bedsitters at Prince
Edward ‘s Road. And, of course, certainly not Rosis Dale
now in the course of construction. I already explained
in the House last Pebruary the reasons for the delays in
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starting some of these projects and I will not dwell on
the matier sny further.

The preserr and future rate, snd I think this is
imwnortant, lir Speaker, of construction for the next five
years, as the Hcnourable and Learned the Chief Minister
mentioned this morning, five-year programme for housing,
and 1 will say why in a minute, 1is programmed to voroduce
450 new houses and 300 modernised houses over that period,
started and completed. Cur architects and their staf?
have prepared critical path charts which show in detail
the different stsges of progress in all schemes, including
the solution of the decanting problem and providing
certain things happen at the right time, meinly project
approvals, things will go on and should gc on smoothly.
Mrs hart commended our Chief Architect on this work.

Hdonoureble lembers may wish to know why I am talking of a
five-year period. There are several reasons for this:
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firstly, some sites present problems of decantiry wanich
take some time to solve. Secondly, the rate of construc-
tion programres is 90 new units and 60 moderrnised units
each year., Government's realistic assessment of what can
reesonably be produced and which bears relaztion to past
performance over the last twenty years; 110 units per
veer, Thirdly, financiel constraint, We are,
therefore, now in & much better position than we were in
1975, to . get on with the job of spending money on housing
to which the CGovernment sttaches as much importance as the
Hon the Leader of the Opposition does. and this is
because a lot of the work of preparation of schemes for
~the 1978/81 Programme has been done in the period
1975/78.

Before I leave housing matters,may I refer to the large
amount of money which we should spend in the next three
vears, scmething like £13m, on the repzirs of houses
vhich can still heve a long lease of life. Public VWorks
Derartment believe they could make a lot of hesdwsy con
this if thes works could be put out to ternder on the
beasis of what is celled a “term contract" as the DOE/PSA
do. It appears, however, that no agreement. has been
reached between the Public Works Department and the
‘Transport and General Viorkers' Union on the implementa—
tion of this idea. I can see the Hon Mr Bossano saying
o, It is very unfortwate beceuse then it is going to
"be very difricult to spend that kind of money on repairs.
I knovw the Unions ssye, altignt do it by direct labour,
tut we ell know what the problems of supervision in the
Public Works Department can present. May I appeal to
all parties, particularly to the Union, to cooperate witn
us to ind a solution that will enable us to spend about
£1%m in repairs in the next three years,

During the 1975/78 period considersble preperatory work
has also been done, &as the House knows, on the other two
major -projects of the Programme: the Girls' Comprehen-
sive School and the reclamation between jet:iles, The
architects of the School, & project which still has to be
epproved by the Projects Committee beceause of its size,
have alresdy been instructed by the Government, wisi kirs
Hart's approval, even though the project has not yet been
eporoved finally by the Projects Committee, to get on with
the working drawings. Then, of course, there is the
question of the reclamation between Jetties 2 and 3 which
is 8ti1l pending epproval by KHOD(Navy) in London, &lthough
we have cleared it locally, This should go out to

tender very quickly beceuse the scheme has already been
worked out and although I do not think there will be sonme
delay because the original scheme which is ready was for
reclemation betwsen Jetties 1 and 2 and the area is
exactly the same be.tweer% 16 and 2 as between 2 and 3,

.

but we have to meke certain investigations to £ind the

*depth right down to the bed of the sea, and the conditions

of th= bed of the sea between 2 end 3 may or may not be
the same 85 between 1 and 2. I would like to thank the
¥OD(Navy) for their cooperation with us to ensure that
where ic as little disturbance as possible in the port
when the reclametion scheme is being carried out,

Before I leave the matter of the school I must refer to
one of its satellite projects, the Public vorks Garage
and Workshop reprovisioning. I said in this House two
months' ago that this Garage would have to be built in
the Slaughter House site and this led to discussions
between the Uovernment and the TGWU that seemed to me
would lead to an outright confrontation because of the
sheer lack of space, because this complex reguires a
space of 45,000 square feet. But anyhow you have heard
from the Honoursble end Leesrned the Chief Minister this
morning that we are on the way, with the cooperation of
a third party, to finding another site.

Lastly, ard coming back to one of my favourite subjects
oa which I spoke esrlier, but connected in this instance
with th: Improvement and Development Fund, Tourism. A
sum of £150,000 128 been earmarked for a temporary exten-
sion to the Air Terminal Building, a metter which I con=-
sider of great urgency, end Wwe have committed CDM to this
expendicure,. I think it was the Honourable and Learned
tae Cnief Minister who szid this morning that wheti we
w11l reguire is £1%m for the airport terminal building.
This will be funded from local funds beceguse it will be
e good sign when we really need theat bullding, end I
think the Government of Gibralter will be in a position
then to fund that project. I think it wes the Hon
Finencial end Developnment 3Secretary who said thet this
building would take at least three years to design and
construct - or somebody seid it, and if not I am saying
1t now, It will teke at least three years to design
and build and, therefore, we camot really wait until we
have the probiem on top of us,. It is not a large sum
of money, £150,000, I would have liked to have got more
but tuo, is whei I had to be contented with, and I see
wat we caw ab least mechanise the handling of luggsage
end heve a largz. deperture hall and arrival hall,

This is what I would 1like to say at this stege on the
Estimates for the Departments for which I am responsidle.
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HON MAJQR R J -PRLIZA:

lir Speesker, I could not stert witnout praising the work
of the Hon Yinancisl and Vevelopment Secretary., I think
the presentation is reelly wortiy of great praise. It
1s nov possible for anybody who has never seen a set

of Lstimates Tefore to be able to follow it and under-
stand ite. I certainly found it much. eassier than ever

- before and I am sure thet, as already expressed by other.

memters of this House the work thet he end his staff have
put inte this is very much spprecisted and, no doubt,
this will now be the sort of thirg thet we shall heave

in the futwe. However, I would 1like to see just one
more thing, I do not think it is & lot to ask, end thsat
is perhaps one extra page in which we could see how we go
through the years, showing the different Heads .of Revenue
and Bxpendit ure side, over & period of ten years, I
think that would give a very clesar indication of how
things rave happensd in tre past and ons could rally some
erzuzent as to how they would go in tre fusure. I hope
that this will e possible ard that next year we cculd
have sorething like that in the Estimates. I sgy this
because Looking back now I rerember when our administra-
tion took over we left behind an Xstimete of just over
£3m snd in that time it has shot up to ten times the
size, ie £30m. I wonder how this could have Dbeen done
without & gold mine! Perhaps there was a gold mine after
2ll, and it is this Government which has been using the
gold without really realising until now where the gold
was coming from! Otherwise I- just wonder how it would
have been possible to carry on financing the steep rises
in the expaiditure without the money being forthcoming.
Perhaps it is what we thought right et the beginning,
that there was plenty of scope within our own resources,
given thet the linistry of Defence would cooperate and
uwnderstend the Ffelr demards of the people of Uibralt ar
for fair treatment, that has mede this possible. The
unfortunate thing is that at the time the Upposition in
1965 end the government efter 1972, found it impossible
to realise how important this was for the sconomy of
Givreltar, :

I rercmber that in those deys we were castigated for
givirng such priority to Defence spending in Gibraltar and
were eccused of ignoring tourism completely. In Teact
that was never true as you will see later, Kr speaker,

es I put my case for tourism here today, that we took a
prectical lock at tourism end we were not completely teken
awzy by midnight dresms &s to what could be achieved in
that area of our ecoanomy. So, unfortunately whet was
irrossivle to do politicelly, as I think should have been
done, was done through sneer persistence on the part of
the Unions, &nd at great cost of dislocatlion in every
sphere of life in @ibraltar, including the financial side
and the welfare of the people of Gitraltar. Because 1if
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there hzs been understanding piuve cooperation ia this
field, it mi;ht have been possible tc attein perity

long berore and todey we would not be vorried as to whether
we could bilence our Public Utility Bccount because the
money wourld have been there already to have balanced
those Accounts by now. As it is the stert is Just about
to teke plece end, of course, in the process some people
willl find it very dirficult, perticulerly those who will
not be as lucky as others who will be getting perity
almost at once, And I am referring, of course, to the
pockets to which my Honoureble Friend Leader of the
Oprosition referred to and to whict I hope the Govern-
rent will give their careful attention. I am not Just
referring to the industries that might be af'fected by
this. The port perhaps is one, the other one, most
certainly, tourism, I am not just referring to that I
am referring to the individual cases who through the
circumstances of their particuler firms or beceuse their
Union weakxness on their pert are incepable of obtel ning
the same kind of parity thet the rest of the wrking
force of Gibraltar will be atteining.

What 1s undoubtedly true is that suddenly Yibralter is
going to receive guite & hefty income in the region of

I think the Fono:rable Chief Minister said, sbout £10m,.
That is a lot of acney coming in end this will enebdle
G:ibraltar to eryoy the same stendard as other western
natilons vith which we have glways been sssociated, and
very rarticularly, I would szy, the UK. It wes the
arnment of the party to which I belong that Cibrelter
could not consider itself toreliving in an ivory tower
with the tide rising 21l eround her aml be expected to
survive in those circumstances. It wes impossible. And
that ergument, &s far as I was concerned, and I em con-
cerncd todey, refutes all the other possible arguments
that cen be brought as to whether it is fegsible or not,
or whether it will affect one sector of the community or
will not affect the other sector of the communiiy. Cne
thing I knew for certains that is if we allowed the
water to carry on rising end we did nothing to float we
would &ll sink ard that would be the end of this
comnunity . This is why to me the echievement of perity
ie a great thing for Gibraltar, a great success for the
swvivel of Gibralter. I always thought that without it,
wlether or nct tre frantier was open, it would heave been
very,. very ditrficult for the community as we know it
today to have carried on existing and preserved its
identitye. In the present circumstances, in our island
economy, because the Yibraltsrians would graduslly have
drifted away unsble to live at the standard thet they
expected to. For circumstances we all know it is
irpossible for us to obtein things outside Gibralter,
since we manufacture nothing ourselves, everyitining nes got

to be broyght from outeide, at prices that ws could noit
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aefford. This first of 211 would have affected our
stendard oi' living very considerebly and, szcondly, the
Governrent itself would have been incspeble of having the
money to cerry on existing at the level that we expict,
and to provide the social services, in the medical sense,.
end education and all the other services, plus social
securlity, at the level that we &ll expected.

Therefore, if there was a very clear srgument above all
these little criticisms or objections that one might heve
hed, the very clear overzll argument was that without
parity eventually Gibralizr could not survive as sn island
€COLOIY » If we see 1t the other way or suppose that it
was possible again to re-establish the normsl relations
thet existed before the frontier was closed, we would have
discovered that people on tne other side of the frontier
were earning weges fer sbove those being earned here in
Gibraltar, end, therefore, again the Gibraltarian would
‘heve wondered whether, after all, it was worth struggling
t0 preserve our idermtity in the economic sense, I know,
of course, that there are other rezsons why we want to
preserve our identity, but we must not forget that that is
&n importart factor in any community, and I do not think
we cen expect Gibraltarizns to be otherwise. So in that
sense I am very glad that this has happened. It also,

I think, together witn the Development 4id thet has been
given,; reinforces the views of those vho have alweys
believed that it is possible to redst the restrictions and
under no circumstances surrender our sovereignty in any
menner or Iorm,. Kot even nominal sovereignty. Lnd I
stress this becsause there might have been people who

might have thought that there could be pressure from the
United Kingdem, perheps ecanomic pressure, to somehow
‘make even politiciens believe that now was the time to

try end get & deel whilst things were alright rather than
welt until later when ths situetion could get worse. Well,
vie have seen now cver the yeears am todzy is a clear
example that the situation haes been getting better from

“ that point of view, that our position has been getting
stronger from the economic aspect. After =211 our enemy
wes trying to desiroy us in that respect. Ouwr economic
situation is now stronger than ever, I always belleve
thet, and I now believe it much more than ever, that
parity was essential. This is why when we touk Govern=-
ment in 1569, we started preeching that high productivity,
high wages economy which is something which we must not
forget, amd I em glad to see thst whilst there were
giggles on that occasion today giggles are not there,
certeinly not from the Government. The Government is

now very conscious that the higher the weges the more
important it is that productivity is high. This happens
in public enterprise wnere, you know, if you do not get
the money coming in it is impossible to pay high wages.
Bither you sink or you swim ecccrding to how much your
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business produces. And I think in some resyects
Gioreltoy s the same, Govermment is the sare, the
crauaity s u wpnole is the scomwe, arm 1t is up to tne
peupls ~ho belor. to thet community to try &md render tne
boet possible mervice so thet the communiiy as a whole cen
ceaci'y on existing end the stendsrd of living rizing. That
was what I preached then, I am preachinz nothing new,
Equelly when unfortunately we were uneble to pursue our

e conomic policy, which today is beginning to see the
light of day, when unfortunately ve were not successful in
returning to Government in 1972, I susgested then very
clezrly from this side of the House, in my opening gp eech,
that at lecest the wages should go up from between £5 &nd
£6. And this is egain was thought impossible.  Well,
more than the impossible has happened ebout five or six
times, ¢nd the theory that I used then is as useful today
as it was then, And I am very glad that the Government
have been persusded to accept it at long last.

Now heving seid that, one has to look &t - I have been
talking mainly gbout the Defence industry. Let us look
now at tourism, which is the other important side of our
economny. We have hed & report from the Economist
Inteliigence Unit and one of the things it seys, is:

"at rresert level the hotel sector is not vieble, If no
g2tlon is taken to increase tourism this will postulate
the ultimate closure of some hotels." Tnis is whet
happened since we ceesed to be in Government, Mr Speszker,
and the seriousness of the situstion does not seem to be
realised. I have not seen today from the Minister of
Tourism anything reelly dynamic coming from him to avert
the situstion thet has been postulated by this report.
Nothing at all, One listens to the Minister and one

pets the ilmpression that everything is going to be
alright. There ere many ifs, but ganerally spsaldng
there seems to be a complacency that I just cennot under-
stand. A complacency that seems to infecy the whole
Government, Perneps tecesuse they are tired. Perneaps
because they have been on that side of the House too long.
Perheps because they are confident because thney have too
meny people on that side of the House. Perhapa they do
nct reslise that quentity does not make cuality. All
these thingss, Perheps, perheps for all those things,

Mr Ypeeker, there is no sense of urgency, no real
effective ection from the Government, and nothing has been
said by the Miniszter of Tourism that I, if I have anything
to do with that industry, would make me enthusisstic

whout the future,

Gone -re the days when he was thinking of building more
hctele, Those are well behind. He does not even men-
tion hotels these deys. He mentioned beds but not .
hotels any more. He was expecting egbout 50 or 60 hotels
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ard now he is quite happy with ebout 500 beds. That is
the real situetion. Any one who has heard him beforé and
hears him now mst surmise that he must be a very
disappointed men with respect to his great plans and
designs for tourism for Gibraltar. I have no doubt

spbout 1t, I think he. is overloaded, That is the
problem, Because when we come to development, which is
another responsibility of that Minister, we f£ind that the
situation has got no better, and one can paint more or
less the same picture. I know that somebody in the House
got, very cross with me the other day when I said that the
Minister was busy selling stamps whilst £3.5m of developz
ment aid had not been spent. And someone Jjumped up
later to say how much the Minister has dore; he had sold
I think £150,000 or more.

HON CHIEF MINISTER:
£800, 000.

HON ¥AJOR R J PELIZA:
£800,000. Compare that with £3.5m end then you reelise

what I am talking gbout. %hat I was going to suggest was

that whilst in that field the Minister, one agrees, has
been successful, that to my view is the sort of talent
that we need on tourism today to see if in the same way as
he is selling stamps he csn sell Gibraltar to the
tourists in Britain. I am surprised because &t one time
I thought he was talking over, in fact I even knew the
date, but then suddenly this did not happen and the
situation is, of course, tolay that we find ourselves in a
very serious position with regard to tourism. As I see
it no hope whatsoever of any improvement.

Ve all know the problem. Above gll the problem is that
there are no seats on the 'plane for which egain the same
Minister is responsible.today and I believe up to a few
days ago, it was impossible to get a seat on a 'plane to
Gibraltar, as we are speaking here todsy. It would be
interesting to have this confirmed. And, of course, all
we hear is that, you know, 1t is very difficult to get
this changed. We all know it is very difficult to get
this changed but if you cannot charge it is meens that
whoever is trying obviously_should give up some time. He
hes been trying now for a few years, six years, and I
would have thought that any person who had been trying for
8ix years.eeee 262“

MR SPEAKER

wNc, let us not try and make this into a vote of

confidence on th: Minister. You are guite entitled to
say it is bad for the economy_ of Gibra%tar, you are not
entitled 4o say that you should get rid of the liinister
for that. Jot &t this particular stage.

HON MAJOR R J PELIZA

No, 1 am not saying get rid of him, what I am saying is
put somebody in who might be able to do better for the
economy of Gibraltar, yes. There are a& lot of peovle
employed by tourism who may have their jobs now at risk,
particularly because of parity. e are sll conscious of
this, But, obviously, as I said before, you cannot
allow one sector to prevent the rest of Gibraltar to
survive, out we must do something to ensure that that
sector will survive with all the people of Gibraltsr.

And there are many people employed including taxi drivers
who will feel the pinch because they have not got the
fures that they used to have when there was more tourism
absut. And the shops who are selling less. Of course
all trnose peouple are affected. then I em talking of
hotels and tourism I am not Jjust referring to the five or
5iX people who own hotels, I am referring to all those
people who are employed by those hotels and all the other
s1de effects of not at least meintaining the level that
we had once. And of course you can come up with ell
sorts of arguments: that the value of the £ has gone up
or down, and that the air fares are too high and there-
fore we cannot be competitive. All those things are
valid arguments but what I say is that no metter how
valid they may be, what we need is to somehow get over
those difficulties, and certainly this Government and the
previous Government have found it impossible. Nothing
has been said today that gives me any confidence that
there will be any change in the near future, at least.

Wwe sewm to rely on whether things are good or bad, it all
depends which way the wind is blowing. Ve seem to be
incapable of doing anything to master the difficulties,
we do not seem to be able to overcome them.

There ras veen no suggestion today to show that at leasst
the Government is going to try to overcome this., We
have had the problem, as I said before, coming back to
capacity for touristis to come to Gibraltar, seat capacity
on planes. We have been discussing this for six years
and we are far worse than when we started off. We said,

let us have some form of participation, we have not heard

about that yet, ever. We hear now that we are going to
have some charter planes, and the difficulty of bringing
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them outside London. Of course it is very difficult.

We have a very small market and unless we ourselves have
ot tne resources to be flexible enough to re-route our
plenes, or tne availability of plsnes to sult our small
marxet, it is golng to be very very difficult to get
bigger operators to teke into account our difficulty. It
has been proved very clearly with regard to air freight-

ing. We have seen how a small local firm has made that
viable, something that BEA was ever incapable of msking
viable. They have done it and this 1s why. And I can

tell you this with some personsl experience because you
can get the sort of personsl attention to fit into our
small needs. B7A cannot possibly attend to our
requirements. They gear themselves to big orders, to

big traffic. When it comes to Gibraltar we are obviously
very insignificant and very troublesome to them with
regard to the return they get for our route.

Sir, I think it is sbsolutely essential, and I would have
liked to have heard the Minister say something
constructive as to how he was going to overcome that very
important problemn. Well, we heve not heard about that.
And where we have been successful like in WMorocco, whare

- I can.see that there are more people coming, egair, there,
have we heard any real eagerness 10 reinforce that? Have
we negcrd from the Minister how he is going to pour more
effort into that particular sector from which I think we
might be able to increase traffic? Jot & word. And
have we heard, snd something that I have been saying on
many occasions, how we can induce people who come over to
buy more by giving them an import rebate on their way out?
not a word about that. They sre very difficult to
achieve, but unless we do something like that we are not
going to get as much as we should be getting from that
particular market. , I do not accept that it is impossible
to do that because you do not know how much duty was paid
when the item was got in. It is possible slways to work
it out on the last consignment to arrive. Where one can
assume that it has paid more than the other because of
inflstion. There are many other things in that field
tnat could be done to try and encourage people who come to
Gibraltar to buy more whilst they are here. Nothing from
them at all. VWle have heard for instance that yacht visits
are increasing. Well done, Vvery good. Again what are
we doing. Have I seen anything anywhere near the Marina
saying "Welcome to GibraTtar"s—Something—that will make
it really enthusiastic to come into our plsace. Go

round there and you will see the state they are in. Go
around the Marina, the liarina that exists today. I would
advise anyone to go and see what the position is there.
0la cars lying about, impossible to go in and out by the
way the things are parked, filthy and dirty. Any anyone
coning on a yacht to that Marina, I just do not know how
they come again, quite honestly. I am not demanding a

a new pier, all I am demanding is a little bit of
imagination to make tne avoroach to Gibralisr from that

" particular district much more attractive than it is to-

devy. where is the imagination?  The little things that
count? Little %things that my colleague Willie Isolsa,
when he was the [inister of Tourism, gave a lot of a
attention to. Yhe product, what he used to call the
product. And since he left all those litile details are
being forgotiten. Forgotten for the big hoitels that were
nevzar constructed; forgotten for the many houses that
were going to be bullt that have never been built; and
the little small things that count have been neglected.
And of course the results show in the number of tourists
arriving to Gibraltar.

How many of those who come to Gibraltsr want to come
again? That is a very important factor. Well, not by
the way the figures are showing. Therefore, I would
suggest to the Honourable and Learned the Chief Minister
to give very cereful attention to what is being said
today because the responsibility is his in the same way
a5 was tue quesiion of parity six years ago. Perhaps
in six vears time he will sagy: Yes, of course, this ‘is
vary - fine, we c01ld have planted more flowers. I have
just discovered that we should have had a much cleaner
Gibralter.

HON CHIEF MINISTER

I can assure the Honourable and Géllant Member that I
shall be here to tell him.

HON madUK H o PUULLA

I have no doubt you will be in this House, although you
say you are going to retire, I have no doubt about that.
Well, let us carry on. And the best of luck.

Wow, I mesn one could go on on tourism, but I think that
there must be other colleagues of mine who would like to
say a good deal more than I have saigd. 3ut now let us go
to Port. We have the reclasmation which has been spoken
av~ut now for a good many months, i1f not years. And
what do we hear? e still have not got the clearance of
the kinistry of Defence for that project. So all we are
talking, all the question of the ilinistry of Overseas
Development not producing the cash, all that talk, and we.
still find that we still have to go to the Ministry of
Defence to get approval. I mean at that rate can we
really believe « « « «
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MR SPEAKER:

In so far as the Reclamation is concerned, aporoval was
sought for Reclamation between Nos. 1 and 2 Jetties, snd new
approval has to be sought for reclamation between the 2 and
3 Jetties. We must not waste the time of the House in
matters that I think are clear.

\
'

HON MAJOR R J PELIZA

Mr Speaker, alright, but again I think we must -at one point.
decide where we are going to have those things, otherwise we
are going to go round in circles as we are doing with the
PY¥D Garage. We still do not know whether it is going to go
at the Slaughter House. Although I think it was the
linister for Development who categorically said: if I have
anything to do with it it will go on the place that I have
sald, and now we hear today that this is not so.

It is a.good thing that we have not got to ask approvul from
the Ministry of Tefence, it is a very good thing, otherwise
God knows waether we would have that Garsge. Ard if we do
not neve the Garage, this is the point, we do not have the
Schnool. So it is the School, the Garage, and now the
reclamation at the Port, and so we go on with all this
problem going round and really making you dizzy after a
while. 1 really do not know whether I am coming or going
at this moment with regard to the Development Programme and
I can well understand how mixed up the liinister himself must
be, let alone his staff.

So, Mr Speaker, if we look now, and this is vital, at the
figures for Development we find that the idea was in the last
Budget to spend £5,776,000, and that in fact only £2,141,000
was spent. This left us £3.6m. of very good money from
Gibraltar wnich was left unused. These were figures that
were given to me. Mr Spesker, this is a lot of money, and
so when I now look at the figures that are being presented
in the present Development Programme, and I see that in
Housing alone it 1s the intention to spend £3.3m, it makes
me wonder whether this is fact or fiction. Because, quite
honestly, the estimates with -regard to Development have no
longer any credibility. No credibility whatsoever. And
we go down the line and we find « « «

KR SPEAKER

What line?
266.

1LiON MAJOR R J PILIZA

1 ar tel<ing now anout the Summary of Receipts, Zstimates of
Expenditure, centre column. This shows what is estimated,
how much is going to be spent on the project, and sltogether,
all oveirng well, we should spend £6.8m. if that 3Istimate
represents anytnlog. 1 do hope that tnis cesn be achieved.
Bul when 1 hear the way the new Development Programme is going

to be ccaducted, how figures over £800,000 have got to have
the aprroval, and even smaller ones, I am beginning to
wonder that unless we start pretty early getting this off the
ground, quite honestly I wonder whether at the end of the
three years, we are going to come back end find that of the
&£14m, that could be used, half of it is going back because

© the Government have found it Impossible to get the jobs done.

I can understand this. They hsve not checked the momentum
of the Programme in the last few years and I think they are
going to find it very, very difficult to get the labour force
and the construction firms, and all that goes with it, to be
able to get thelr Programme under way. I see again no

sene~ or urgency or. the question of Development. ZIverything
tha has. teen ssid here today has been very vegue indeed.

" Haraly eny figures of commencement and herdly any targets of

compretion, Tnerefore, when one looks at the figures and
one looxs et the performance of the Government in the past
few years, it is sad but it is true, one has to confess it,
1l am not at all confident that what is written down in the
LEstimates for Development will ever be spent. I think the
lionourable and Learned the Chief llinister must try and see
what he can possibly do so that his Government is more
effective, because otherwise, if he does not do something
about it, and sometning drastic, Gibraltar will find itzelf
much poorer for his not hsving taken the drastic sction that
is required to be able to see that this Programme is carried
out.

4 consolation, as far as I am concerned, is that it will not

be for lack of money. I'he money will be there. It is
obvious that the money is there. The money coming in through
wages earned by Gibraliarians, full of dighnity now, and not as
before fealing that they were being discriminated egsinst.

In that way the economy through its recurrent expenditure
should be able to ta<e it, should be able to start balancing
the accuoant which I think we should be proud to balance our-
selves and should be able, with the aid of HMG up to now,
given an effective Government, to be able to better their
social services in Gibraltar, and I mean not just the social
services in the sense of medicine and education but also in
the form of housing and better amenities all round.

I think the responsibility falls very squarely on the
Government and although one has no praise for their past
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performances, one is hopeful that for the good of Gibraltar,
when they come to report in the House in about a year’'s
time, they can give us a much better picture than they have
given us here today.

HON H J ZAMMIIT

lir Speaker, Sir, I think it is the third year that I follow
the Honouravle and Gallant MNajor Peliza, particularly at this
time of the Budget session, and for once I would say that he
has been gquite constructive. It surprises me becsuse when
he stood up, on this side of the House we murmured something
which sounded like: "Here he comes!"

I will say this, Mr Speaker, that I do not know whether it is
his being on that side of the House now for the last five
years thet nas made him all reason and sense and he has come
down to earth. I am very pleased to be able to say that.
Normally, as you know, I have had my little spice at this
time of the year because he does tend to get carried away
quite easily.

There sare only one or iwo little points I would like to
remind the Honourable and Gellant Major Peliza and one was
wren he seid about the offer of £5 or £6 in 1972. I
remember that very vividly, Mr Speaker, it is written in my
mind indelibly because he said so here, at the ovening of
this House, but not during election time otherwise I might
have voted for him myself, Mr Speaker. There was certainly
no mention during his campaign at all of £5 or £6 incresse
in wages. Thet he said so, it is absolutely correct, but it
wes here in this House after he was defeated at the General
Elections of 1972. So, Nr Speaker, I think that there are
people that can refer to memory without going back to
lansard to be able to strike the nall on the head when the
time comes.

ir Speaker, I would like, of course, to refer to the two
departments I am responsible for: Housing esnd Traffic, and

I think that Housing would obviously deserve the priority"A
thet Members that have contributed so far have mentioned, and,
of course, it goes without saying how very plessed I =m to

see that there will be a merked improvement in the building of
nousing, not only new but modernised, within the next 3/5
years. I have heard the Honourable the Leader of the
Opposition say that I was having & very rough time, or words
1o that effect. Well, of course, I think he himself having
been Minister for Housing for quite a short spell knows fully
well wnat tnis Ministry entails not only as a Minlster but to
the staff of the Housing Section that have to put up with much
more than a lot of people seem to realise. Quite a lot more
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than should oe expected.

lir Speexer, over the vpast three years that I have been
[iinister for Housing, I have given a lot of consideration to
the prebvlem and it is at this time of the year when one can
more or less try to put over the policy thst one thinks
would be able to alleviate, to some extent, the present
predicament. IMr Sveaker, because we have had the injection,

hopefully of being able to construct some 450 new flats
within five years, and to modernise 300 flets, of course, 1s
ambitious and I can see smiles and grins on the other .side
of the House. Without any doubt at all modernisation can-
not proceed, cannot in any way be successful, if there is
not a realistic approach to the whole housing set up. 3y
tais 1 mean that now, and in fact Irs Judith Hari herself
commented upon the way that the architects and planners had
produced & programune of work which is possible. These are
not high faluted dreams, but it is possible, and in fact,

Mr Speaker, already as my colleague the Honourable Mr Serfaty
mentlioned the question of Tank Ramp, Phase I of Tank Ramp is.
comoletely decanted with the exception of one family. Lime
Kiln Steps is completely decanted and in fact there work has

- already commenced. At Lopez’s Ramp work has commenced.

But ithis caennot countinue, lir Speaker, until we get co-
operation from the tenants themselves. I think it must be
reslised that we cnannot modernise the flats that have to be
modernisel unless there is a reasonable reaction from tenants
in pre-wex accommodation. And with this, Mr Speaker, I
should unnounce that the Government intends to teke a very
strong attitude to people who require to be decasnted, and
provided we can offer them suitable alternative accommodetion,
the Government cannot allow or tolerate, people sitting beck
and holding back the development programmes. We have had
experience in the very recent past of some people trying to
squeeze the lemon dry because they think they can do so
because Government requires that particular flst, or house,
or building, to be decanted.

I will go no further than that but, I say so here, and no
doubt it will be made oublic, that Government will be tsking
very strcaz steps and will not ellow itself to be dilly-
dellied with thus delaying modernisation. The other thing
that no doubt the Opposition would like to know, and in fact
all msmbers of the House, Mr Speaker, is that because of the
modernisation programme runasing in par in some cases with

the construction of new houses, there has to be & paralysation
of the Housing Allocatlon Scheme. We cannot continue to
keep allocating houses, other tnan, of course, before anybody
Jumps up, other than of course, Varyl Begg Estate when fit
for human occupation. The other post war housing. which
becomes available will be retained exclusively for use with
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the modernisation programme. Tor decanting purnoses.
r Speaker, it is only thnen that one is able to see that we
can alleviate the situation. I know, and I am fully aware,

that there are people who would be borderline cases in the
context of the sllocation of Veryl Begg who may find them-

selves in-a very swkward situation. I accept this. I
think every member of the House will accept it. But we
have to go on with modernisation. Ve have to go on. Unless

we do that we cannot continue to modernise flats.

HON M XIBERRAS

Mr. Spesker, if the Honourable Member would give way, It

is a very serious statement that he 1s meking. Does he mean
exactly what he says, that the Housing Allocation Scheme will
be frozen completely after Varyl Begg, that there will be no
other allocation on points?

HON H J ZALMITR

1 am seying, Sir, that for the time being there will be no
allocation other than at Veryl Begg. All post-war houses
that become vacant will be absorbed for the decanting
purposes of modernisation. I am fully aware of what I am
saying, lr Speaker. New housing coming up could well be
used. in fact, I think 1 understand what the Honourable the
lLeader of the Opposition means, and that is that I, as
liinister, would like to retain the power to be able = I hsve
the power - but I would like certainly at least backing that
there are some very pathetic cases that require specific and
special and particular sttention. But I must say that as a
general rule, allocations will have to come near to
peralysation.

HON If XIBERRAS

Does this statement apply to new housing, apart from Varyl
Begg, which the Goverrment hopes to construct?

HON H J ZAULIITT

Al the moxent, yes, Kr Speaker. The only place I can think
woere wWe reve new nouses at the moment that maybe absorbed

for moderaisation is, possibly, Rosia Dale.

Lr Speskxer, the frait of =osdernisation, end I know this is not

a very popular =ove - well, I do not t.iank e Housing Ninister
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[ i s ive of how you move around - the
%351%6o%og%ﬁgiﬁi;gfiggegén ge seen o% what little has been
done “here is nc good my saving, that we have done a
trewendons lot, beczuse we have not, and decanting, of course,
has been possible, the greatest drawback on the modernisstion
prograwme, but there is no justification to say that we have
done enough. We certainly have not. There are meny )
problems, as was mentioned by my Honourable Friend, lir Serfaty,
in relation in particular to the modernisation programme
where surprisingly enough we found a tremendous smount of
people living alone. A tremendous number of poor old dears,
and bachelors and soinsters snd what have you living alone
and we could not decant them because of the lsck of bed-
sitters., I was then very pleased to be able to convince my
colleague, who saw reason here, and we were able to provide
nine bedsitters at Glacis and eighteen at Prince Edwsrd’s
Roed. These again, Mr Speaker, will have to be used
exclusively for the modernisation programme, so as to be sble
to continue. But I must sey this, that the Housing
Department after a lot of work, and a lot of looking into,
have been sble to decant all Phase I of Tank Ramp, which ss
my collesgue said will be going out to tender sny moment now,
and we hceva already done Lime Kiln Steps and other places and
in the cese o2 Flat Bastion Road we have now seen the fruit
being borne.

Mr Speaker, no doubt this morning, when the Honoursble
Financial and Development Secretary was telking about rents

I think it made our spines shiver, but there are two asvects
wrnich were touched upon very briefly and one was of course

tne policy of Government of introducing a home ownership
scheme. And it is here that a lot of work hss been put into
this, and although it is not refined to deteil I think there
will be a seanse of pride into those people who would be able
to buy their own property end from which security will
obviously stem. The fact that rents are going up is nothing
new today even though the Honourable Finsnciel and Dsveloovment
Secretary brought thne subject up. I have been hearing rumours
of this now for the last month. Government has very carefully
considered what the increase might be and we sre trying to get
a scheme that will be attrsctive to people and induce them to
own their own property, which will be able to be used as
colateral a+wd certainly an investment in yeesrs to come. In a
matter of detail, Mr Speaker, I would not like to dwell on
that particalar aspz2ct too much becsuse my colleague the
Honcurable il lonteariffo is Chairman of a Committee of Home
Owneiship ond no ¢oubt, I am sure, he will be delighted to be
able ¢o come out when the scheme has been devissd and
completed to.be able to put it over in his own usual way.

Mr Spesker, the other aspect which is obviously of concern is
the question of rent relief, and that is that we have a sub-
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committee formed by the Housing Department and the Labour

and Social Security Denariment looxins into the rent relief
situation so as to bring into a reelistic line of what it
ougnt to be. I should just meation, particularly for the
Honourable iir Bossano, thet rent relief was introduced in

1959 and the tremendous sum of £2 was deducted from the

salary at thatperticular time. So in being realistic it will
obviocusly have to be brought into line with the present dsy
increase in wages. Mr Speaker, I would just like to go bsck
to the question of Housing and say that the Allocation
Committee is not for the time being responsible, nor should
"they be blsued for allocetions because this is now being

done by myself using my prerogetive as Minister for Housing in
connection with the modernisation programme. No houses are
being allocated at all on the points system and I would, like
my colleague the Honourable Mr Serfaty, appeal to sll those
people who for some reason or other may be inconvenienced in
being transferred over temporarily no: to meke 1life too
awkward but to assist as far as possible. 0f course, as
‘ought to be known, we do give the people & number of options.
We only offer them post-war accommodation with all the

modern facilities, we give .them the option of remaining where
they have been decanted to, cr the option of returning bsck to
their own accommodation once it has been modernised. We
supply such things as free transport and we do not impose

upon tnem telephone cherge connections and other little things

of tnat nature, Mr Speaker. I would sppeal very sincerely
because Government has-had to take the line that if e building
is up for modernisation we certainly will not sllow any
person or persons to hold back the programme because he wants
to have a place facing the east, south, north or west or a
pelm tree in front or behind. I am sorry I do not want to
dwell on thet one any more.

Mr Speaker, having gone very briefly over the housing
situation, I would also like to say that the Housing
Allocations Committee has been considering a new scheme to try
to make it as fair as possible and try to do away with possible
thoughts of injustice being caused. I think I cannot go any
further on that Department. Mr Speaker, on sport, there are
two or three things that I would like 1o mention very briefly,
Lr Speaker. One is that 1t will be noted in the Estimates of
Expenditure that we have mede a particular contribution of
£4,500 to the Gibraltar Hockey Association for their forth-
coming trip to Germany and I think it would be quite provper
for me here - it is the first occasion we have had to do this -
to congratulate the Gibraltar Hockey Assoclation for their
very fine performance ageinst Switzerland and to wish them the
best of 3ritish luck in their trip to Germany. GHA sre quite
pleased with what we have done and I do not think anybody

could criticise the money we are giving as being thrown down
the drain. I think it is a very worthwhile cause and
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already GHA has put Glbralter on s pedestel that this
particular svort deserves. So, therefore, as llinister for
$port, L wocld wish them all possible success and, as I say,
it is not a guestior. of winning or losing but a metter of

@

" playing the game ©nd I am sure that our squed in Germeny can

certainly do that erd give & very good account of themselves
and “e treuendous annbassadors for Gibraltar.

This yea:, Mr Speaker, also we will have the Commonwealth
cames and a squad will go over to Edmonton. I will not
disclose at this stage, because my committee have not, as yet,
met to approve a grant, but again Gibraltar’s flag will bve
flying there and again they are worthy of all support.

lMr Speaker, it was mentioned here about a year ego the
possibility of introducing a membership scheme into the
Stadium. If Members look at Head 22, page 69, they will now
see that the Victoria Stedium is costing the taxpayer nearly
£100,000 per annum. Although Government does net intend for
one moment to draw any form of revenue to offset those
£100,000 it i3 considered that the only way that we can keep

a mowv-ntum in the form of finencisl assistence and include to
add aciliiies, very much needed facillities at the Stadium, it
will te accesssry to impose a membership fee to sportsmen end
an entrance fee to spectators. In tais context, Mr Speaker,
1 have preomised, and I certsinly will before we discuss this
in detail, the Leader of the Opposition and I think iir Brien
Perez who was at the time shadowing Sport, to give them a full
account of what 1s intended. The membership fee will be £10
per annum, Hopefully 1 would like to introduce this about
September this year. £10 per annum, which will grant the
facilities that people are today obtaining for free. It will
also allow access to all parts of the Stedium. In other J
words, we will not have places locked up from indoor sports to.

field sports, but once a person is a member access to all

parts of the Stadium will be permissible. The adventages of

beinz a member as spectator or participant is that it is

found thst most sportsmen practice more than one sport, but it

81ill means you pay the £10, and not £10 per perticipation.

It will mean also that in the case should there be any .
Govermnent participation in footing a bill for some pasrticulasr -
sporting »vent that members will pay 50% of the asgreed entrance
fee wnilst non-members will be required to pay the full amount.
Of the total sum collected 30% will accrue to Government and
the remaining 70% will be poured to the sportsmen either by way
of grants, financial assistance, or in the way of added
facilities. Alresdy, lr Speaker, we find that in one
particular sport, squash, it is virtually impossible for any-
oody to get a booking. Therefore, one of my ldeas is
certainly to be able to do our utmost to try and add facilities
in that particuler field. ir Speaker, I know thatl members
opposite, in fact I am sure somevody will not be very pleased
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about this measure, but I think particulsrly the Horoursble
the Leacer of the Ovposition who hes been a sportsman now
possibly for too many years, will agree that nowhere in the

gg:id are facilities offered absolutely free at taxvayers’
S. .

HON M XIBERRAS

- 1t is precisely to avoid any undue opposition on this measure,

wanich effects a cross-section of persons in Gibraltar, that I
was hoping thnat the llinister before announcing the terms in
the Housg would give tnis side of the House prior warning and
information. In fact, what the Minister has done is to state
?he‘ter@s of what will happen and that, therefore, it is not
in xeeping with his undertaking to me in the House.

HOW H J ZAWMITT

I am sorry. As I have saild, before the Estimates are
discussed in detail I will certeinly give that to the
Honourable Leader of the Opposition. But whet I would like
10 say, ir Speeker that it would not be fair, as the
Honourable the Leader of the Opposition in his hockey capscity
well xnows, that tne municipal grounds anywhere in the world
cost money and they are paid for by psrticipants. In fact,
without being too mathematical about this, a fee of £10 is much
less then, say, Sandpits Lawn Tennis sre paying just to play
one pearticuler sport. If you boil it down to pennies then it
comes down Vo something like 3%p per dey which is not & sum
that prohibits people from participation or as spectators.

So, MXr Speesker, we will certainly have to introduce this
measure, not may I say, as a budget measure, 1t has nothing

to co with the budget at all. This was decided some time

ago and it has been thrashed out with the Advisory Committee.

Xr Spesker, if I mey just go back to Housing, I think I have
said tais but 1t probably requires more clarification. It is
thstl freezing of the allocation scheme will be temporary. It
is only to get the initial stages of modernisation going into
operation. Once we begin to get a return then, of course, it
is obvious that tne allocation scheme will come back ar

hitherto. I thought I had made that clear but I am reminded

., that [ proobably did not meske that clear enough.

kr Spesker, we have not nad a very successful year in sport
meinly due to the blacking action at the Stadium which, thank
God, is now over, but which I hope will not recur. We have
not hed a very successful year and sport has been quite
hempexred. In particular I commiserate with the Givraltar
Hockey Association because they had & number of internstional
ventures and they have been quite hard hit. I will go no
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further on that, I will just hope that we do not get
a repeti.ion of this in the future.

¥r Speaker, lastly I would like to make a brief
reference to my other responsibility of traffic, and

I think Members will see in Item 3 in the Improvement
and Development Fund, Head 106, that we have £30,000

set aside for the shelter at Flat Bastion Road. Before
anybody pops up and says, you said this last year, it is
quite so. In fact, Mr Speaker, we have been unable to
do this because we are advised by experts that it should
be done in conjunction with the new housing at Flat
Bastion Road that my colleague mentioned. It would be
quite contrary to construction reguirements to have a
car park immediately under where they are going to

start building and have traffic going in and out. The
idea here is that the successful tenderer for the block
of flats at Flat Bastion Road will be reguired to also
tender for the requirements within the shelter for

some 80 vehicles. So the £30,000 is there, and as my
colleague mentioned earlier on, since this is from

local Tunds, we do not have to have ODM approval or
any other form of approval and I am told by the planners
that tais will be going out to tender so that work can
commence, I thiak, in January next year. The £30,000,

.will not be ewcugh to terminate that particular job but

st wil! certainly give 3/L months at the end of the
tinencial year to get on as much as we possibly can.

Mr Speaker, there is little more that I can contribute
to this other than to express my gratitude to the
Housing Allocations Committee, to the Housing Advisory
Committee, to my own Sports Advisory Committee, MNr
Speaker, and last, but certainly not least, to my
d=dicated staff, who give much more than one should
sometimes demand of them, particularly in the Housing
Department.

MR SPEAKER:

I am not going to begin to believe that there are no
other contribuisrs, and we are not going to sit here
1nt1) docusday. I will have no hesitation within the
next 30 seconds to call on the Chief Minister to reply
+f there are no other contributors. ;

“HON J BOSSANO:

I was not quite ready, Mr Speaker,Abut in view that
nobody else wants to talk I will stand up.
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Mr Spesker, the Honourable Financisl and Develoopment

Secretary has produced & very comprehensive statement wiich

it is difficult to do justice to in the same day and I wduld'
have hoped to heve had more time to deal with all th: points
that he has made in detail. I will not be able to, I am
efraid. 1 would like in fact to start perhaps by starting as
1 ¢éid, in my coatribution to the budget lest year by making a
counle of points avbout the world economic situation in answer
to what he nad to say end as 1 prefaced by saying last year
in my opening remarks, where I made the same opening statement,
I do not think in fact that the sort of considerations thst
apply to a national economy apoly to Gibraltsr but I do agree
with him that it is important in fact to be aware economically
and indeed politically of whet is happening throughout the
vestern cepitalist system because in fact what is hapnening
inere may well change completely the parameters within which
we have to function in Gibraltar. The Honoursble Financiasl
and Development Secretary in fact talked about the problem
that exists in the major industrial countries and the fear:
that they heve of reflating their economies because of
cresting an inflationary spiral. He mentioned the budget in
UX oa the 1llth April where the £2,000m reduction in Government
taxation has Deén greeted 1n some guarters as something that
involves teking considereble risks with the economy. And
although I am not sure whether in faect in saying so he was
identifying himself with that particular school of thought or
not, just in case that should be the case, just in cese it
snould be the case, lir Speaker, I would like it recorded that
in fact the need to reflate the economy is something that most
authorities in Western Zurone are conscious of, but the manner
in wrpich to go about 1t is something that the system seems to
be incapaple of doing snd it is a situation which we find our-.
selves now in ZEurope where there is massive unemployment,
unemployment in the OECD countries. of 7m people, unemployment
in UK alone is 1jm end a problem where the mixed economy
system that has developed and I think produced improving
standerds of living for working people since the war seems to
heve reacied a point, in fect, where a lot of political
figures are wondering whether it can go on in the sort of
direction that it has developed up to now. I think it is
important to reslise this in Gibreltar because in fact, where-
as we have got by the very nsture of our economy, I think,
more room for meneouvre tran almost any other community in
Europe. 1 tnink we are unique in having for examvle, a
laboar force which consist of 30% of imported labour. I think
we are unigue in having such a large turnover in labour with
new people erriving end lesving monthly, that in fact if there
is a loss of jobs end & reduction in the numbers of employed
we can ebsorb that painlessly in the sense thst whereas there
would be an economic impact, there would not be the sort of
humsn problem that is created with unemployment. I think we
have experienced some difficulty perhaps in plsecing school
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leavers, as has ULeen mentioned, but I velieve that this is
rnot a majcr wroblem, if in fact we can make our youngsters
appr-2iste that there is nothing degrading in getting one’s

“hands dir.y to earn one’s living. And I think thet the new

rates of pay ihat will be brought in with the implementation
of perity could well in fact produce tae right sori of
incentives Zor people to be prepared 10 try their hands in
non traditional areas.

But the problem in Zurope will affect us if in fact the
repercussions of being unable to deal with the economic crisis
that the system is facing spills over into a politicel crisis.
It will affect us because in fact we are not, although we may
have an islend economy, we are not an island, we are part of
Europe, and if there were to Dbe drematic and fundesmental
changes in British soclety or in IZuropean society Gibraltar
could not in fact be insulated from them. Now, I myself do
not know tine answer to the problems facing the Furovean
economy. If I did no doubt I would be in so much demand,

Mr Spesker, that I would not be here telling the louse of
Assembly about it now. But I believe myself thet there sre
certain inconsistencies in the system and that those
inconsistencies in fact are not veing faced by people who
believe that vou can cure inflation, or cure the problems that
we have of urnemployment, through wage restraint. The left of
the leobour party in UK has always believed in high wages as @
means within the natural process of the market economy of the
capitalist system as a means of providing the incentive for
capitalist to maximise the use of lebour. It is only in fact
when lavour is expensive that you give people ine incentive to
use lsbour productively. Now, the situation is that in order
to make use of a surplus of labour that may be created by the
introduction of greater technology end the replscement of
manpower by mechanisation that surplus labour has got to be
absorbed. It has got to be made to do something socially
useful, and 1 think that it is here that the enswer must be in
fact an expanding public sector engaged in providing a higher
quality of social services so thet the terrible crime of &
capitalist system which has got 7m people unemployed is in
fact resolved through the useful employment of those Tm
people. Now the problem within the system now 1s of course
that we cennot employ people like that in Europe in producing
simply morr gadgets and more consumer goods because tnere is
not s market for i*, and the market cannot be created at will.
We face tliz situation in the UK economy, to which the
Financial and DNevel .opment Secretsry referred, where we have
2ot 3t the moment 50,000 school teachers out of work,

Mr S>28ker., and we have got overcrowded classes. That is a
terr...le indictment of the system end it is only if in fact
the pclitical will is found in Europe to face those problems
and resolve them that we will get in fact a continuation of
tne process that we have seen since the war: & process which

I think is in fact bringing us closer 1o socialist society
2717.
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throucsh gradusl reforms of the existing system. And I think
that if we can in fact achieve t4e sort of society in which I
believe, througn a reformnist approach, tien it would be
preferable that it should havpen through a revolutionary
situation which inevitebly crestes in the process a lot of
victias, wow wretner in fact Zurope has got the will to do
tails remsins to be seen, but we certainly face in my view one
of the most challenging moments in the history of Western
Europe, and if we are not conscious of it here in Gibraltar
end it'is not reflected in our budget, we are nevertheless in

a very resl sense a part of “urope. Jot in 8 legalistic
sense of wnether we are in the %EC or not. "'e are in s

very real sense a vnart of Europe and if there were to be a
drematic and fundamentel change in Europe we would be caught
up in it as well. So, since the Honourable the Financial

and Developnent Secretary has kindly given me the opening by
meking references to the world economy I tell him thet I could
not in fact forego the opportunity of saying at this stage, the
thnings thet I feel are important and that we should
occasionally think about as politicisns and as people who are
iavolved in looking after the welfare of our own community.
Beceuse tnis is a very real problem that everybody elez in
Burope,is facing. '

Regarding our own economy, the budget speech this year in fact
contains a great deal which in the past, lir Speaker, has been
elicited by questiions oxr by promptings from this side of the
House. It is quite obvious that the Honourable the
Pinencial and Tevelopment Secretary looks back before he
mekes his budget speeches to make sure that he is not asked
ihe same question in two budgets running. I am gled to see
that in fact he has mede references to the way the rate of
inflation in Gibraltar apvears to be linked with the rate of
inflation in UK and now with a time lapse the drop in
inflation in UK is becoming reflected in Gibraltar in the
first three months of this year.

Now I think the importance of that is in understanding that if
that is a valid analysis, the effect of weges on local prices,
it must follow that it is not as great ss it has been thought.
in fact in the private sector we have had over the last two
years pey increases negotiated by my Union scross the board of
£7.00 in 1976 end £5.00 in 1977. This has produced a
situation where today for example, a labourer in the
construction industry is earning only 15p a week less now
wnat the Government is offering in its offer of cerity. So
there would be, as far as the construction industry is
concerned, there would be no immediate drematic impact on
thelr costs. And this is true also of the bulk o the
employers in the privete sector where the level of wages for

a labourer today is roughly speeking in the region of £38, as
Opposed to something like £37.75 under the Government ‘s offer
of 100# o2 the supplements and 90% of the basic wage which
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wonld be implemented from last October. Now, during that
period we have had tuerefore the orivate sector vaying out
suistantial increases, in percentage terms bigger lncreases
than we have ever experienced before and we have not had that
reflected in the index of retail prices. Because we have
seen that e index of retall prices for exsmple for the 12
mo1th peviod has been running at 14%, at one stage very close
to that of UK. At an earlier period, in 1976 in fact below
tne levat of inflation in Uan, and that recently it has been
drconing, in a situation in fact where the privete sector hes
been meeting substantiel wage claims without having the
benefit of a public sector market, ss it were, from the wege
earuings of workers employed in the Gibraltar Governmeat and
in the UK Departments. Now, I think it is not unreesonable
to think thet if the private sector finds itself in a )
situation of having to meet a pay claim at the same time as
70% of the labour force is getting a similar psy claim, which
is not coming out of tne resources of the private sector, the
private sector would find it easier than it hes done in the
last 2 years. And, therefore, I cennot accept in fact that
the Government is going too fast in implementing perity as
pernaps svias indiceted by the Honourable the Lesder of the
Oppositinn. I think that certainly the teskx of the
Government would have been essier if in fact parity had been
intwoduced in 1974. For a start tkey would have been eble to
plan, in fact, the sort of claims tnat they would meet end the
sort of rises that they would have to meet and plan the
economy much better. And I think tanis is vital. I think a
great deal of the problems that heve faced Gibralter
economically over the last four years has been the lack of
planaing by Goverrnment. There have been I think two things,
really, primarily. One has been the lack of plenning by
Government and I think it is absolutely vital that there is
long term planning, this is in fact a centrsl theme in any
socilalist epproach to the management of the economy thet there
should be. But even today, even non socielists sccept that
there is a need, unless they are on the extreme right, in
which case they call it interference, AMr Speaker, but I do not
think we have got anybody in the extreme right in the House of
Assembliy., Of course I em quite willing to sit down and be
told otherwise when somebody else speaks!!

1 waink a lo%t of people sccept now, whatever their political
persuasion, that there is a need for long term planning, arnd I
thiwk 1% pas been the absence of long term planning that has
been one of the factors affecting Gibreltar’s economy, and I
think undoubtedly the other has been the major disputes that

we have had since 1972.,- They have caused a lot of dislocastion
to the economy of Gibreltar. I have been involved in
virtually all of them, I do not accept the responsibility for
them, Mr Spesker, I am just saying I was there. I think it

is regrettable that it was impossible for the Government to be
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persuaded by the arguments earlier. I am glad that they have
been persusded at this stzge snd I prefer in fact, lir Speaker,
to rejoice in their conversion than to recriminate them for
not having been converted earlier.

I hope that in fact the basis has been laid for good
industriasl relations ih Gibraltar. I am sure that in fact
the major element that existed before when it was.impossible
to maxe any sort of progress at all, because the premises
upon which the employers were working and the irade union
movenent was working were completely opposed. The situation,
nowever difficult it may be from now on, however difficult it
may be from now on and I em sure that we are not all going to
become saints overnight, there will be disputes no doubt now
and again in Gibraltar but the fundasmentel thing that was
missing before was that we were not talking the same language.
For as long as the Government was meintaining, as the
Honoureble and Leerned the Chief linister did in October 1974,
taat what the Trade Union Movement wanted in Gibrasliar was an
econonic disester that would be the ruin of Gibralter. If
tne Honourable llember was ill advised at the time and
genuinely believed that the Trade Union Movement was going to
ruin Gibraltaer, end the 7rede Union movement believed it was
thne salvation of Gibraltar, then the situation was bound to be
one of conflict, because there were two diasmetrical views
as to whet wss the right thing to do. Yow, it wes in fact I
think Sir Jack Scamp, the late Sir Jack Scamp, in fact who
provided the first suthoritative statement from outside
Gibreltar saying that the basis of the essence of the
arguments being put forward by the Trade Union Movement could
not oe faulted. When thzt stage wes reached it waes then a
guestion of esrguing as to exactly what the nature of that
relationsnip snould be. But as the Honourable and Learned
tne Cunief liinister has said in his own statement, once 1t was
eccepted that there should be & relationship the other
argument about the lack of control of the economy went by the
wayside, l'r Speaker, because whether you had 80% or 704, your
lacx of control wss as great, the impact wes only 70% of what
it might heve been if it was 100% but the lack of control was
equally valid and once thet was accepted in fact, that
srgument which was en insuperable one, because it was not a
question of figures or stetistics, or quantifying or doing any
sort of exercise, it was a question of fundsmental beliefs,
it was only when that step was taken in fact_tbat the basis
for establishing a long term method of determining wages in
Gibraltar was possible. I think that wibraltar owes a lot in
fact to oir cack scamp. I think he mede a very valueble
centribution to improving industriel relations by virtue of
nis study of the situation, and the report, although at the
time it did not look like it. But I think in that respect,
it is quite clear that he laid a fundamental blocg in the
building up of the case which has ensbled the Official
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Enmployers at this stage to sccept the desire of the Trsade )
Undon iioveinsnt tnat wages and sslasries should ove linked with
tnore of U, end ihat the link should be that of varity with
UK. :

I tiirk in that respect, Mr Stpeaker, we_have 10 understand
why 1t should ve parity and why it should not be equivelence

as was mentioned by the Honouravle ilr Xiberras in his inter-
vention. I think the problem with equivalence is of course
that there is a risk that we will find ourselves once agsin
arguing about what eqguivalence means. “Thereas the
fundamental argument tihat was put for example in the csse of
the IGWU, the strongest plank in the argument wes that there
was something inherently wrong in two workers in the

Dockyard doing exactly the ssme job side by side snd one
getting more than the other because he was recruited in UK
rather tuaan Gibreltar. Now, in fact although this is undoubt-
edly discriminatory it wes not in any sense racisl
discrimination because the locally recruited person could be,
and in fact in some cases are, UK born. I mean an ®nglishmen
who coumes to live in Gibraltar and obtains s jcb in the
Gibraltar Dockyard gets paid Gibraltar wages and not UK wages.
So it was not racial discrimination. 3ut nevertheless it

" created & sense of resentment, it created & sort of

atmosphere walch is hardly conducive in fact to urging people
to improve productivity and to work harder and to do enything
like that, particularly when people could point to somebody
who was getting twice as much for doing the same work, and

working at the same rate snd working =zt the same pace. So
the elimination of the discriminatory element is schieved in
fact by paying both the same weges. “Whether in fact the UK

wage will give the Gibraltsrian worker the ssme stenderd of
living as he would have if he obtsined it in UK is an
extremely difficult thing to essess, but this is in fact what
we would have to try to do if we talked about equivalence of
living standards. In fect the Trade Union Movement, from
the beginning, way back in 1974 was prepared to undertske such
an exercise whilst meinteining that it would not be vroved
conclusively one way or the other. The essence in fact of
the opposition of the Trade Union Kovement last summer to the
80% and the enquiry wes in fact that all the enquiry would do,
llr Speaker, would be to be an arbitration, to try and find e
via media, to try and find a compromise solution between what
the Goverrment wes offering and what the unions were cleiming
and thst would no> have produced a permanent solution. The
unicns were act prepared to go to the enguiry because in fact
thevy believed tha’ an enquiry would not be able to produce
concilusive eviderice tnat wages in Gibraltar should be 100% or
SU% ur 114/ or any other percentage and thet the srgument
would svill have to be resolved at the negotiating teble.

Lhe Government today accepts that with the opening of
negotiations in fact the Government has accepted that it is
impossible to prove conclusively whether the standard of living
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or the cost.of living in Gibreltsr is identiqal. .Indeed,
one would ihen raise tre cuestion, i 1t wes 1dentlca},
identical witn wnat? With the nationel everage? With

regionsl sversges or with specific ereas? Now I think the
sensible avpproasch would be to expect the cost of a rance of

- products in Gibrasltar to be within the ovarameters of the costs
thet are to be found in UK and, therefore, one would think
that something was going drastically wrong if in fact in
every single item we found that the cost in Gibraltar was
nigher @han everyons of those items aaywhere in UK, or lower,
cne or other, but in fact if pert 3 had ever been necessary,
wnich it was not, it would have been sble to show that at the
moment, in rents, in electricity, in food, in a whole range
of products, by going to the underlined figures, not to tHe
national average, but to the underlined figures produced by

- the Department of =mployment in UK, one finds that there is a
range of locesl suthority rents in UK, from the rents in
Nortnern ireland to ithe rentis in the London Borough, and

that within that range ere to be found the rents in Gibraltar.

So that they are not in fact outside what pecple are paying.
Now, 1 do not know whether that sort of information will be
ever required bui certainly one will have to wait and sce
what Government hopes to do with the rents in Gibral4zes. 3But
it may well be that at some stege the Government will need to
loox at the whole range of rents that are used by local
sutnorities in UK to see whether in fact the sort of rents
that they want to fix in Gibraltar are way out or too low or
too high.

The view of the Government last year that the Trade Union
Liovement should sccept 80% and an enquiry - not just the view
of the Government of course, the view of the Officisl
Exployers - found sustenance ené support from a great number
of guerters, including of course members of the Obposition,
ead if in fect today I would join- the Honourable lir Xiberras
in criticising the Government for their delay in accepting
parity, I would much at the same time remind him that by
coming out in the middle of last year, urging the trade
unions to accept 80% and en enquiry, instead of urging the
Government to accept parity, he hss assisted in that delsay.
e toughened the resistance of the Government for snother six
montas but fortunately for no longer than that, lr Speaker.

The Honoursble Financiasl and Development Secretery has given
estinates of the impact of psrity on the Government’s
finaunciel position. Regarding these estimates, on page 21,
1 would esx thre Honoureble liember when he exercises his right
of reply, perheps to clarify for me how he arrives at the
Zigures tiere because they appear to be inconsistent with
otner figures trat I heve had ir the course of the vay
negotlavions in fact, but which also refers to the position
of tae Goverrment of Gibraltar.
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HON PINANCIAL AND DEVELOPKENT STECRITARY

If the Honvurable iember will give way. would he like to
direct attention t. any particulsr figures, becsuse there
are rather a lot o’ figures on page 21.

HON" 3 BOSSANO

The iotel cost to the Government of the Officiel Zmployer's
offer is £6.5m. Now that £6.5m in fect is the sum that
there is in the estimates but in fact the £6.5m wes the
estimated cost of the original offer with parity in October
1979. ‘Yhen the pay negotiations opened, Mr Speaker, the

" Government in fact produced estimstes of costs where the total

cost was put at £6.5m. Now, either in fact that estimate
has been revised downwards and it is now £6.5m.to pay in 1978,
or else it is even easier to pasy increases in wsges than I
thought myself bew:ause the cost is still the same, notwith-
stending the fact that it has been brought forwerd 15 months.

The iigure given tnere in fact ‘is of £2.9m for the

retrospection and o* £3.6m for wsges in 1578/79 et the rate

of 9(% *op six months and 100% for 6 months: that is when
October 1979 was the date of implementation of parity oxr the
second offer made by the Employers. And then the Honourable
Pinancial and Development Secretary goes on to explain the
estimates of receipts of the Government and finishes up with a
total estimated net cost of the offer of £2.16m. which I
assume is his estimate both in resvect of 1978/79 and of the
retrospective element. That is the estimete of the total
cost. Now, in fact I do not bslieve that the £2.16m. net
cost is an accurate figure, even if one accepis the essumption
on which the Government ‘s own work has been done. Those
assumptions themselves in fact sre open to some question. I
think the element in respect of 1978/79 as regards tiae
increases in the private sector and the receipt in income tax
es a result of those increases in the private sector hes been
underes.imated. I also pelieve, Xr Speaker, thst the effect
on employment in the construction industry of the develovment
programme is something that has not been tasken into account
edejuateliy and the effect that this would have on income tax
receipt. 1 rnccept, let me say straight ewey, Mr Spesker,
tnat ! eccepi when one is estimating it is impossible in fact
to produce an exact picture of what the outcome is going to be.
I am simply pointing out thst the assumptions on which the
estimetes have been dcne are ones thet can be gueried slthough
ooviously it is less valid an argument to query essumptions
than to query deductions once the essumptions are accepted. I
am doing both in fact, but I recognise thet when one is telk-
ing sbcut assumptions then one is in a greyer territory where
the basis of the assumpiions may or may not be correct but
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can only bé substantially shown to be correct in retrosvect.
So we degl with the first point, the question of the imnact
cost of tne current offer. In fect tne beck payment, as I
understood it, was calculated by the Govermment to cost
£3.8m. and just in excess of £3m. taking into account the
£250 lump sun payment wuich hnas already been made. This,
together with the offer for 1978/79 of 95% in October 1978,
whicn was calculated as being an average of 923% for the 12
months, was in fect witat produced an estimated cost in the
current year of £3.45m., wnich togetiner with the back pay-
meat in excess of £3m. produced the £53m. as the totesl cost
of the offer: that is of the original offer with 954 in
1978. Now, that in fact was expected to produce £4.1m in
income tax, and obviously since we have the figure for this
year’s income tex yield of £54m then we are talking on the
original offer of en income tax yield of £4.1lm. which would
mesn £9,0600,000 unless the Government intends to reduce
taxation of course! :

HON FINAWCIAL AND DEVELOPMENT SECRITARY

Iir Speaker, I do not know whetner it will help the Honourable-
¥emder to develop his ergument but the £5.5m. does of course
rellect the 25% paid on the £250 lump sum. So that it is not
necessarily the original yield which I believe, speaking from
memory, was put at £5.1m. Just about £5m.

HO4 § BOSSANO
Thenk you, iir Speaker, that has cleared up that point.

wevertneless the original estimate as I understood it was that
tne first offer by the Government which would have meant 95%
in 1378, would cost the Government £5.5m of which £4,1m. would
be recovered in income tax, and then there would be the
recovery through indirect taxation which the Government was
estimating at 5% of net disposeble income, snd the
contributions from the UK Departments, lesving a situation
where the net cost of the offer was expected i1c De something
like £700,000 in respect of the backpayment and originally
£lm. in the current year. The £1lm. was subsequently
corrected in fect by downwerd revision of £1C0,000 in the

+ funded sccounts, otecause the whole of a £lm was tut in the
funded accounts of course, and an upward division in the rest
of Government revenue of £100,000. S0 tnat the net cost in
tne current year was £800,000 and the net cost of backpayment
wes £700,000, producing s net cost of £1.5m. out of £6%m.

Now, we have a figure given here of £5.5m for the latest offen
or rather for the pemultimate offer, the October 1978 offer,
and a net cost of £2.16m. I feel it as important thast the
House and indeed Gibraltar eppreciates just in fact how big
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or nhow little the imoact is. It is imoortent that this
siould pe done, slthough I am glad in f=2ct thet the Goverament
has not «ttemoted to psint a dramatic picture of woe about
the economy »r to say that it is ell the feult of the unions
for seeking parity. I sm g£lad tnat tals hes not happened,
out, nevertheless, in fact, when one talks about iihe burden
on the taxpsyer snd so on, then I think it is importent in
fact to look at the figures in the light of a sense of
proportion, and 1 think some of the figures themselves
produééd by the Govermment in their own stetement give an
indication of the sort of sense of proportion that we should
have in tinis. In fact, it is quite clear that if the pey
increases in four funded services were to be covered by
increases in charges in those four services, and with the
pressnt level of employment in Gibraltar the oversll
Government revenue would benefit by heving increase in
surpluses. I think this is implicit in what the Honourabdble
Financisl and Development Secretary has said.

HON PINANCIAL AND DEVZLOPMENT SECRETARY

Refreshing my memorv, Mr Speaker, I did say in that passage,
if I ean find it quickly, that the, I think I celled it the
enticing prospeets, did I not, would be, a prospect where the
fundod services peid for themselves. That would be the idesl
siturtion.

HON & BOSSANO

Yes, Mr Spesker, but I think the importance of that - I do not
know whether it will be an ideal situation or not, I think it
depends on when one is et the receiving end or whet - but the
importance of that is in fact that if we isolate the wage
increase element ‘in trie equation . . « 1 accept that the
funded services in fact ere in deficit at the moment slthough
the exact nature of the deficit to a certain extent depends
on the accounting practice that one adopts. 3ut given that
we start off with a situetion thet the funded services sre in
deficit or aot in deaficit at a given point in time a wage
incresse that was covered in these four Tunded services by
incrcasea charges, sufficient to meet thne wege increase,
would mean s surplus for the Government as a whole. So that
in fact we find that the totel cost to the four funded
services is slightly in excess of the total cost to the whole
of vovernment. Now, this srises of course from the fact that
if the Government pays workers in the Genersiing Station an
extra £100,000 in wages they receive £30,000 back in income
tax, but of course the charge to the electriciiy asccount is
£100,000 and in fact the relationship there is the seme ags if
Saccone and Speed raised £130,000 in wages and the Governnent
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revermues benefit oy £30,000.

3ut in fact in looxing 1 think at the financing of these
four accounts, one cannot in fect ignore completely thst the
overall Governnent position nas got to be looked st the same
time. I do not tihink one can look at the four funded
eccounts simply as if they were four businesses run by s
private enterprise. It would be indeed a sad day for
nationslisation, ilr Speaker, if that were to -hsppen. I
would, therefore, welcome in fact some explanation of what
eppnears to be a discrepancy there because 1 feel that the
figure of £2.16m does not tie up with the sort of figures
that I have been looking et previously, llr Speaker.

The position of the Government as regards their ability to
meet thne pey increase is one of course which the Government
nas to defend politically. In the course of the pay
ne;otietions in fect, the Government made the statement that
heving esccepted the claim for psrity their financial
position was precarious enough without any wsge incresse at
all, never mind paying parity retrospective from October
19756. I-do not know just how precarious the Government'’s
financial position was before the pay increase but I

believe tnet if it wes in a precarious position part of the
reeson wes certainly becsuse parity was not introduced
esrlier, snd I think that was a point that was being made by
the Honoureble and Gallant lfajor Peliza. Yes, quite apart
from enything else in fact we would have avoided a number of
payAdisputes wnich have cost the Government money. In
addition to thet, I think that the economic activity in
Gibraltar would heve been genersted in a different fashion if
tae pay increases had come at their due dete instead of coming
as taey have come, since 1972, with a time lag, because I
thigk that Gibraltar’s economy will benefit more directly by
an lncreese in the weekly pay pascket than by & lump sum pay-
ment wnich I think is more likely to be spent outside
Gibraltar. Thet is the situation we face at home.

I toink another importaent fector that has affected the
Government ‘s financial position, which I myself pointed out
was lixely to be precarious if in fact the Government last
yeer was aiming for a particular consolidated fund balence
walcn wes supposed to cover all sorts of contingeacies. In
fect I remember telling the Honourable Financiel snud Develop-
ment Secretary lest year that with all the lists of :
contingencies thast he hed mentioned, professionally, not
pollt}celly, my reaction would have been that the reserves
werf toi low, given that they wented to tske care of sll
soris of things includéi ou know, del

ald funds, the pay revigé,a%d all sérts g§sti§n§:?eip§3tf§om
talnk that one important factor which regrettadbly does not
appear to oe remedied even in this budget, and which I have
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consistently onvosed since I first spoke in the House of .
Assemdly in October 1972, has been tine cuestion of budgetary
contribuivions to the lmprovement and Development IFund. The
reserves todey, ir Soesker, would be £1.3m the better if there
had 1ot been four contributions to the development fund

wnich I have opposed. I have opnosed every single one of
thew. The first one was an absolute disaster. The first
one was made at a time, in fact, when the money wes not
needed because there was e surplus afterwards snd there was
no other contribution for three years following that. Ve
were told in October 1972, that unless we got that money in
tne Improvement and Development FPund we were going to be -
faced with bills at the end of the year trat could not be
peid, end then in 1972/73, 1973/74, in 1974/75 trey hed to
put no more money in and it lasted them until 1976/77. Not
only was it a disaster then for tinet reason, it was a
disaster because the Government then would not accept that it
wes in @ position to fund expenditure through issue of
Govarnment loans at a time when £1%m of public debt wes being
redeemed, which is the most appropriate moment for Governmgnt
to s211 stock, because it can go to peovle who.have from the
experience of gilt edge been stupid enough to invest for a
long time in Goverrment’s stocks, and 1T they have not learnt
by their experience, convincing them that they should carry
on and exchange their existing holdings Dy new stock. So
thet was a good mroment for the Government 1o sell Government
stock to people who were going to be repsid £13m, which
pro.e¢bly was invested outside Gibrslter and ol course
investors tend to be conservative sbout their habits. Orice
they put their money somewhere they tend to leave it there,
and, therefore, it is more difficult, and it has been more
difficult for the Government since, to attract that money
back to Gibraltar again. So the decision was a mistaken one
on two counts, on the first count that the money was not
necessary anyway, and that once it wes put in the Improvement
and Development Fund it could not be mobilised as if it hed
gone to what was then the reserves, the Genersl Revenue
Reserve as it was called then, what we call now the )
Consolidated Funu Balance, and secondly, thet if it needed
£3m it could raise it then because there wes en opportunity
1o raise mouey. Not only that: it took another three years
to yet ithe Government to accept that the Currency XJote

Incceme Account could take in more Government stock and that
the Ravings sank could take in more Government stock because
those runds were grossly under-invested at the time in
Govermment stock. <“ventuslly a change in the lsw was msade
to raise the amount that could be invested by making it a
percentage of the total es it is today instead of being a
fixed sum, which is of course logical particulerly in =
modern world where inflation is obviously here to stsy end
money supply will go incressing every year and conseguently
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the currency in issue will go on increasing. Sut even the
physical 1limit of the money way opack in 1971/72 was not being
used Uup.

Today we find the Government contempleting rsising millions
of pounds in loans, so at least they have been converted to
that extent that they are contemplating it. But I think of
course that their job is much more difficult today than it
was then becesuse they are likely to face any sort of
financial market, never mind one as small as Gibralter with
serious indigestion if after having done very little to ralse
Government finsnce by loans for s number of years they
sugsenly try asnd raise £3 or £4 million in one go. Now, I
think in looking at the question of the public debt the only
rational way to approach it is to look at the debt as a whole
in relation to recurrent revenue, and to look at debt
servicing charges in relation to current expenditure. In
1971/72 the public debt of almost £4m represented 70% of
recurrent revenue of £5.7m et that time. It seems very high
figure. Well, we are now down to 30%. It may be better.
It ell depends whether one wants to keep it at 70% or bring
it down. But if there had been a deliberate policy to bring
it down then certainly the wey that it hss been brought down,
let me tell the House, is not by reducing the debt, it has
been by increesing expenditure and increesing revenue,
because in fact the debt in 1§76/77 was £4.9m as ooposed to
£4m in 1971/72, dut the revenue in 1975/77 wss £16.4m as
opposed to £5m So in fact it is not that the Government

has been meking an attacik on the reduction of the national
debt, it is that the exvansion of Government revemue and
expenditure hes left public debt looking very isolested as
compered in fact to whet it was in 1971/72. Now, undoubt-
tedly ia thnat respect the economy of Gibralier today is
considerably stronger then it was in 1971/72, when one thinks
tnat the debt today is £4.9m and Government revenues in 1976/
77, tre last date for wiich we heve the finel figures, - I am
using the final figures in both cases, which sre to be found
in the estimates. Todey we have a ratio of 30%, as I say,
of £4.9m es egainst revenue of £16.4m. We know in fact the
£16.4m of course from the approved estimates, and the

revised estiimstes and the estimates we have got for tnis year
trat that figure of revenue is now well outdated, wheress in
fact the public debt has not been incressing sinee 1976/77
all trat much. In 1977/78, I see from the statement of the
assets gnd liebilities that the debt then was £5.7m, and of
course I 'do rot know what it was at the end of March because
the figures have nct been made public yet, but I em sure that
wnen the final figures for Revenue Ffor 1977/78 asre sveilable
we will find thnat tne ratio of public debt to recurrent
revenue hzs again gone down.

The other statistics that I think the Government should look
288.

at in this context is the question of debt servicing cosis ss
a gcropertion of tutal recurrent exnendliture. And there we
can see sgain, looxing at this neriod, thai whereas in }971/
72 Jdebi servicing cost was £457,000 oul of totel expmenditure
of “us% over £5}m and, therefore, it renresented 8.2% of
public expenditure; in 1976/77 the servicing of the puvlic
debt cost the Government £545,000, but then public
expenditure had risen 300% to over £153m. So that the cost
of servicing the public debt had riser very little in
comparison with the total Government expenditure, and the
percentage in 1976/77 was 3.5%, or less than half or whet 1%
had been in 1971/72. Now, I think the importance of that is
and the reason why I want to
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draw attention to these figures on thne part of Government
is that I would not like to see in fact the development
programme, the capital works side of the Government,
inhibited by fears sbout the size of debt financing, What
I would not like to see happening is thst at some stage,
because we are talking of many more millions of pounds, the
fact that we are talking of millions of p®unds may look as
taking ona far greater burden than we have had in the past,
because in fact I would put it to the Government that the
way in which it is done everywhere else, in every other
economy in Western Europe, is that the burden of public
debt and the burden of the servicing cost of the public
debt are seen as being significant or not as a ratio
within the context of the tobtal of recurrent Government
revenues and expenditures, and not as absolube figures in
themselves, So that whether a public debt of £10m is big
or small deprends on whether the income of the Government

is £10m or £50m, Now, it is quite obwviousg that the
direction in which we are heading is a £50m mark and not
the other wey, and therefore..o.

HON- CHIEF MINISTER:

The Hon Member will agree that it is vital in raising
capital of the nature that we have to raise now, in the
region of £8m, that we should seek to have the lowest
interest possible.because it is a burden for the users and

+the future users of the assets in cgpital and redemption

payments,
HON J BOSSANO:

Yes, Mr Speaker, I accept that fully, I am not suggesting
that the Government should borrow expensively if they can
borrow cheaply. What I am suggesting is that they should
not fall to borrow as they have done in the past and that
in fzct what I am putting to the Government iz that if they
have not looked at the fisures in this light before, when
the time comes, the thought of raising X millions of pounds
should be seen not in the light of what the figures them-
selves are, but cognizance of the fact that in 1971/72 when
they came into Government the public debt represented 70%
of Government revenue and the cost of servicing the public
debt represented 8.2% of Government expenditure, and that
we are, now in terms of financial strenzth, in terms of
conservetive accounting policies, with a small tc?t,
although of course I am quite happy to say that politically
the big 'C' might apply as well to the Government on some
occasions, but in this case I am talking about a smmll 'ct
the position is one of financial strength, in this res-
pect. Now I feel that if the Government has claimed, as
it has done, that it is in a precarious financial situa-
tion, thet precarious financisl situation is, to some
measure at least, of its own making, I think that in
fact if Government had been willing to raise loan finance
earlier on in the day for the developument programme, the
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Congsolidated Pund Balance, as I say, if they bad not in
fact made any contributions at all, it would be £1.3m the
better off, If in fact I can still convince them not to
make this contribution then at least it will be

£370,000 better off, And if they had listened to me for
the last [Tive years then it would be £1.62m better off.

I 4o not kuow yet, perhaps I will get some indication when
the Hon Winanciel and Development Secretary or The Hon and
Lezroned tne Chief Minister speaks whether I have: to rate
my chances of success any higher this year than I have had
to ~ate them in the past. The impact on the economy as

a whole of the development programme, apart from the
direct effect in creating the necessary social infra-
structure for Gibraltar in terms of better housing and
more housing of course lies in the multiplier effect that
it has on the economy, And, therefore, Mr Speaker, again
I think if I can point bto the past, today's financial
position would be that much better off if in fact *the
level of expenditure in the Improvement and Development
Fund had been much closer to the level of estimates that
we have been presented with in this House of Assembly
financial year as a financial year only to see them dras-—
tically reduced when they come round again arnd we have the
revised f.isares, In the last financiel year, of course,
we started off at the beginning of the year with a figurs
of #5%m which reficcted the crash development programme

of vwhich w2 have neard nothing from the Hon Mr Serfaty,

the Minister for Economic Development, Tourism, I think,
he almost deserves to be called Crash Development Pro-
gramme. But certainly the crash development programmne
never materialised and we find today a revised figure of,
I think it is £2.1m, as the actual expenditure for the
last twelve months,

Now, one needs very little knowledge of economies to work
out that if the situation that we £ind reflected in these
estimates, in terms of reserves, in terms of Government
revenue, have resulted from expenditure on capital works
of £2.1m, then if that expenditure had been £4m There
would have been an improvement reflected on the Govern-—
nent running a side, I do not think anybody can doubt
that, One may have difficulty in quantifying tThe extent
to which that £2m extrs of expenditure on capital projects
would be reflected in terms of higher Government reveanues,

.but that there would be an improvement I think is indig-

putable., Now, the sad thing of course is that rnotwith-
stvanding all the shortfalls in our Estimates of the
Improvemenc and Development Fund expenditure, all the
shorsi:.Lls have been in UK Development Aid. Because if
in fact it was our money that we were not spending then
at least we would still have the money there; but
because it is UK Aid Fund that we have not been spending
we have lost twice over, We have lost from -the benefi-
cial effect to the Gibraltar economy and we have lost
through not having spent the fund. Aind it is no good
saying that it is carried over to the next programme,

Of course it is carried over to the next programme but
the fact that it is carried over does not mean that in
the next programme we are going to be able to do twice as
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much, A figure in fact of £5m last year was as a result
of what was carried over in the previous year. And we can
carry over what we did not do las®v year into '¢his year.

But if we kept on cerrying over from each development pro=
grammne to the next development programme we would finish
up with a bigger capital works programme than the Tk and
with no greater possibilities of completing it. At least
not before the Algeciras ferry arrives on the scene, And,
therefore, in pointing to this I think it is right, Mr
Spesker, and I think the Government itself by putting the
erphasis that it hes put on making sure that the current
capital works programme is fulfilled as rapidly as possible
is corscious of a need to do this, but I think they will
perhaps bear with me if I teke this opportunity of urging
them to spend the money that they are planning in the
capital werks programme, because I am sure that given that
level of econcmic activity, given the employment it would
creste in the construction industry, where today the quota
for the construction industry for immigrant workers is
under 600, wkereas in 1975 it was 1,200, So we have got
600 less workers in Gibraltar who are 600 less people
paying income tax, 600 people less paying social insurance,
600 less people spending some money, however much they
renit hone,

Wow I am sure that some of the problems of the private
sector would at least be assisted by the completion on time
of the capital works part of the Government expenditure,

I think so because in fact Gibraltar is a close system,..
There are advantages and disadventages in this. It gies
us strength and it makes us vulnerable if something goes
dramatically wrong in Gibralter then the impact I think
will be passed through all the different sectors of the
comnunity. If something goes drastically wrong in the
private sector, if the Government were  to find itself'w1th
‘the MOD cutting drastically on its expenditure there is no
doubt the Government would have a tremendous financing
problem to face, because Gibralter does not generate its
own wealth, Tne rost important source of Gibraltar's
wealth, the most important source of foreign evchange, in
fact is the sale of the services we render to the UK
Departnents, That and the Covernment's own long term
capital works programme, whether financed by UK aid or
finsnced by the issue of Government loans, are the most
irportant, They probably account for something like 80%
of the initial sources of generatirng weelth in Gibraltar,
the MOD, the DOE ard the Gibralter Government'capl?al
works programe in ny view account for something like 80%
of the initial generation of wealth end I think that the
tourist imdustry accounts for no more than 20% of the
initial gereration of wealth, because the impact of the
tourist Tends to be one where the tourist arrives in
Gibraltar spends money and goes, whereas the impact on
employment in Gibraltar creates a much more important
multiplier effect, Construction workers eat ard drink,
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Yes, certainl., te Port is I think the most important real
asset that Gibraitar owns. It is not easy in fact to know
precisely how to exploit the Port to Gibraltar's best eco-
nomi~ advantagze and certainly I think it is sbsclutely true
to eay thet tne question of world trade and the level of

" shipping activity; which at the moment are going through

possibly the most serious cyclical down-turn in the post-
War period, limit in fact very directly the use that we can
make of the Port. But I believe that the Goverament heas

got an opportunity to act in order to give the lead in a lot
of sectors in Gibraltar. I think they can take an impor-~
tant part in association with the UK Departments in giving a
lead as Official Employers because they have gob a dual role,
They have got a role as an employer and they have got a role
as Government of Gibraltar. And if they @n see things in a
wider framework as Government then they should use their role
as employers to make sure at least that that message gets to
the right place.

I think in Gibraltar one of the advantages of our small size,
I was speaking before in terms of the advantzges and disad-
vantages as regards the economy, I think at a human level one
of the sdvantages of sur size, Mr Speaker, is that many of us
wear more than one hat, and I think the important thing is
that we should say the same thing whatever hat we are wearing.
I think {hat is a way in which in their own sphere the
Government csn make a real contribution towards ensuring that
we nzke progress, we develop Gibraltar's economy, and we raise
the standard of living of our people, I can assure the
Government that that is a message that I believe in and that
I will waste no opportunity to espouse whatever the context,

I think the opportunity that we have before us nor must not
be wasted as so many oppotunities have been wasted in the
past. The Government I believe has taken the right deci-
sion in accepting the principle of parity. I think the
offer that has been put to the unions, which my own union
accepted in a general meeting, is a fair offer, even
though it does not go the whole way towards what the
unions were claiming, The impact on the economy can be
seen from the figures. I thirk it is very significant that
the relationship between increases in wages and economic
activity and Government revenues should be understood by
everybody, because we must not in fact I think fall into
the *trap which in my view people ir UK and in other places
have fallen into of tkinking that in fact a lower wage
increase i; an unmitigated blessing. it carries a price
as well. If peop.: do not earn the money they have not
got the money to srmend,

The tTactor that is alwegys used in looking abt wage and sa-
lary incressees in the context of their eccnoric impact,
apart from the cost of financing, is the question of
pricirg ourselves out of the market,. Now, I believe that
on the basis of parity with UK, since the markets that we
are competing against is the Home .Dockyards, nobody can
use that argument velidly as far as lasbour costs are con-
cerned, If labour costs in Gibraltar rise at the same
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prace and on the same occasions as lazbour costs in the

. Home Yards then the ratio abt any given time will be the

sSalie,

I think as regards the Government of Gibraltar, it is
right that the Government should use its labour force to
produce the sexrvices that it renders the comnunity as
efficiently ewd economically as possible, and I think the
Government has got the right if it acts as good employer

‘to expect reciprocity from its employees end their coo-

peration, ' The view of course that produciivity can be
increased by simply giving sermons and exhaltations is
just not on, I believe that the Government,. in looking
at ways of increasing productivity should seriously look
at two very importaent things. One is the equipment that
peovle are provided with. I remember talking last year,
¥r Speaker, zbout the vace at which somebody can work when
bhe is dizging a hole with e pick and shovel which gives
bim greater latitude to go faster or slower than the pace
at which he can work when he is driving a mechanical
shovel:which is limited by the speed at which a mechanical
shoevel can travel, So that greater productivity does
not necessarily mean working harder, it means working

more efficiently,

Aind I Think another important thing that the Government
should devote its attention tTo is the question of
plarning, not on the scale that I was urging earlier on,
that the Government should plen in terms of planning the
economy, planning a three-year plan or four~year plan as
I believe ‘a Labour Party should do, but planning at a
very small level, Plenning at the level within the
Depertment making sure that if a job is programmed to
take place at a certain time ard in a certain place the
necessary requirements for the Jjob to be done are there,
It is no good bleming the workmen if he gets to the place
a2d he finds that the materials are not there, or that the
store is closed, or the transport has not arrived. It
is all very well to exhort to people to be productive

but one can hardly expect them to rush around looking for
work, That is a Management function, The Government
is entitled bto expect to see some cooperation but it
cannot expect the whole of the initiative to come from:
the side of the labour force.

The private sector, Mr Speaker, we have said may well be
faced with a reduction in employment in havirg higlcr
weges, If we are talking about improved productivity
we nave got to understand that there are only wvwo ways
in vAhich, within a given economic situation, improved
productivity can be achieved, and that is by either
giving the same.people more work or doing the same work
with less psople, If we urge the private sector to
improve productivity then if the private sector finds
itself facing a stagnant market the only ways that the
private sector can improve productivity is by reducing
the number of people it employsy  Providing the seme
level of services and getting the same amount of work
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done, We cannot, in -fact, condemn one and praise the
other, otherwise we are showing that we do not understand
what we are talking about. The private sector, in ny
view, 15 therefore, in a better position to increase pro=-
ductivity in a situatiorn where we are facing an expanding
economy, Than otherwise, Because, in terms of shop
assistants what does increased productivity mean? I
imagine one would measure it by working out the volune or
the value of sales per employee, I do not see how else
one can talk about improved productivity in that sort of
context., That situation obviously is one where it people
have not got the money to spend and sales are stagnant
then the employer will either try and increase margins or
reduce costs, But if sales are going up then the
employer is in a situation to improve the conditions of his
own employees without having to cut into his own profit
margins which, I believe, in the capitalist system is very
abhorrent to employers,

The situation today in Gibraltar is that the economy is
on the point of receiving an influx of money from outside
Gibraltar which is greater than any that we have had in
any of the years that I have been looking at Government
Estimates in the House of Assembly. Just how bereficial
that influx will be, when we thirk of the higher expendi-
ture of the United Kingdom Departuents, when we thirnk of

‘the level of Uni*ted Kingdom Development Aid, Jjust how

teneficial ¥ thiitk depends on how efficient we are in
mucing 1se of +lue opportunity that this gives us. I
t'nk there is an opportunity presenting itself in
1978/7G which, if we have a political will like I was
seying in the context of the problems facing other
European economics, if we have the political will imn
Gibraltar then we can loock to 1978/79 with the sort of
measure of optimism about the economic situation that the
Hon and Learned the Chief Minister expressed.

In the case of the tourist industry the problems of fares
and seats and hotel beds seem to be a Vvicious circle
which never ends. I have never beengreatly in love with
that part of our economy, I think that it is ltter to
have a flourishing tourist industry than not to have one,
but whenever I look at something I always look at the
other side of the egquation, and I would want to know the
¢nst as well as She benefit of anything that we do in any
rerticrlar direction, I think that it is the only sen-
sible way in which to spproach things. Certainly I feel
thot Gibraltar has been getting a raw deal from the air-
lines, and is getting a raw deal today, To find our=-
selves 1n a situation, as I said in the motion that I
brought to the House in the earlier part of vhis meeting,
where a number of people that I was acting for ia my
trade union capacity were paid off a ship in Gibral tar
and they could not leave Gibraltar because everything
was fully booked for the next week, is am absurd situa-
tion, That we should have a blockade imposed by a
hostile Govermment is reprehensible, but urderstandadle,
but that we should have a nationalised airline of &
friendly government making it impossible for us to leave
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Gibraltar because everything is fully booked: that
boggles the imaginabtion and, therefore, I dc not know what
the snswer is in that area, bubt I am sure that unless the
question of communications with Gibraltar is opened up,
unless Gioraltar can be easily accessible to The ovlside -
world, then the potential of the ‘tourist industry in
Gibraltar is going to conbtinue to be limited,

I think thet that is a far more important factor than what
we can do ourselwves here to encourage the growth of
tourism or, somebody might say thet I am discouraging it
with the sort of wage claims I put their way, Mr Speaker,
but I believe that the more importent thing is that people
must be gble to come to Gibraltar and to leave Gibraltar
reasonably easily and reasonably inexpensively. If they
cannot do 1t then short of subsidising bringing tourists
to Gibraltar which I would certainly not support, I do not
see what we can do.

The stetement by the Hon the Financizl and Development
Secretary mentioned one other factor which is very impor-
tant, and which the Government has not fully reflected in
the Estimetes of Revenue, and this is the growth of the
morey supply ard the income that the Government derives
from the operation of the Currency Note Income Account,
During the negotiations this was a point that was made,
altrough in the pay forum the Government's position was
that one might well see an expansion of credit cards amd
sn evpansion of cheques being used as opposed to currency
notes, I believe that by virtue of the nebture of the
composition of +the latour force this is not likely ¥o
happen to the same extent that it has happened in United
Kingdom or elsewhere, I cannot wvisuvalise the 2,000
Yoroccan members of the TGWU suddenly taking a liking to
Rerclaycerd, and this is where, as I was saying earlier,
our smallness gives us avenues of tapping sources of
revenue that would not be open to communities of our size
that were an integral part of the national economy. The
issue of Gibraltar currency notes, the same as the issue
of Gibraltar stemps, is a source of revenue for the
Government,

The growth of economic activity in Gibraltsr will require,
of necessity, a greater volume of cash in the economy,
Even if it is just to make up pay packets there will be a
much greater volume of pound notes required in circula-
tion, I think that that has not been completely reflec~
ted in the Estimates of Revenue. I, therefore, believe
that if the potential for economic activity that is
inrerent in the presentabtion of the Estimates brought to
he House by the Govermment, if The® potential is ful-
filled in 1978/79 then the Government will finish up the
financial year with higher income of direct taxation,
with higher income in indirect taxation, with higher
income as a result of a greater flow of money tc the
economy and through the Currency Note Income Accounbe
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If the potential that is here is not fuifilled then, of
course, even the figures that are there msy prove to be
optimistis rather than conservative, as I believe them +o
be. But I welieve that the Estimates have been made with
the intentiorn of maintaining the level of economic activity
that it indicstes and, therefore, it is reasonable to say %o
Government at this stage that one expects That to be tae
case and that, therefore, one expects the eventval outcome
for the Government finances to be better than these figures
indicate.

The question of the financing of the furded accounts is
something that requires sericus thought and it requires,

in my view, political decision, T do not thinkx the funded
accounts can be treated simply, as I said before, as if they
were commercial enterprises, winich they are not. I would
remind the Government that when they produced the funded
accounts the major reason given was so that we would have a
more accurate idea of the true costs, which, as I had bheen
complaining for a number of years, it was impossible %o
obtain from the notional accounts, Heving an accurate idea
of the true cost does not necessarily say antyhing about

how that cost should be met, and if ore is talking about
electricity or about water having to pay for itself, which
was the tone of the Hon Financial and Development Secretary

- when he called it a Trojan Horse, I can understand how much

happier he vould be if they did psy for themselves. e
havz airzedy estatblished that if they paid for themselves
he would be able to emulate Mr Healy every year. Come here
and give us money back}

T do not think he enjoys it as much as Mr Healy does znd
This is why we need a politician in his place, because a
politician would like the opportunity of giving money awsy
in oxder to be re~voted back to the House of Assembly year
after year.

HON FINANCIAL AND DEVELOPMENT SECRETARY:

If the Hon Member will give way, I should just like to say
one thing, I hope that I did not give an impression when
I was making my statement of either supporting the balence
of the funded services for any particular reason, I was
merely quoting facts from what would flow from the funded
services, I did not express any opinion as to whether it
wag righ% or that it was wrong that they should pay for
themselves,

HON J BOGSANO:

I vhink che Trogysn Horse description indicated a certain
an.nt of concern. It indicates some sort of antagonism
toward: a situation that exists now.

Let me say, Mr Speaker, that I am not criticising the Hon
Financial and Development Secretary for doing this. It
is quite legitimate for a professional to lock av a set of
accounts and want them to balance, But when we look at
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these accounts there is a political dimension which I
would not expect the Hon Financial and Development
Secretary to exercise because he is not elexted to the
House of Assembly to take political decisions. I am not
criticising him for this, What I am saying is thev
since, in my view, there is a political dimension, and I
am addressing myself to the politicians in the CGovernment
benches, then I feel that there is a point to be made,
wnich is that in looking at this political dimension it
has to be remembered that, of course, Gibraltar's water
end Gibraltar's electricity is expensive for one very
important reason, . Because Gibraltar is small ard because
we would nct wish Gibraltar's electricity supply or
Gibraltar's water supply to be dependent or the goodwill
of our Sparish neighbours, "Given that, we cannot look
on the funding of these accounts as if they did not have
a political dimension. What. should we say to the people
of Gibraltar if you do not want to pay X pennies arX
pounds for your unit of water or electricity the answer
is that we should obtain electricity supplies from Spain
or water supplies from Spain, however vulnerable that
might make us for as long as the view prevalent in Spain
is that Gibraltar should be integrated to Spain. There-
fore, the position in these two accounts has got to be
looked at not Jjust in terms of the sort of political view
that -exists, for example, or has existed in UK, which
was mentioned by the Hoaourable and Learned the Chief
Liinister of the Government deciding, as a matter of
policy, to cushion the effect or consumers, because in
addition it has to be looked at that there is an alter-
native which can mske those services cheaper, but an
alternative that, in my view, is unacceptable politically
because that alternative is based on the integration of
Gibraltart's economy with that of the neighbouring :
Spanish territory. And, in my view, however strong and
valid the economic arguments of such an integration
might be the political argument is over-riding and is
against it,

In ny view it would be suicidal for those ofus who do not
want to see a Spanish Gibraltar to counterance the
possibility that a Spanish Government, or even the whole
spectrum of Spanish political opinion that was of the

view that Gibraltar should become Spanish, shouid be put
in such a strong position as to be able to use that as a
means for putting pressure on us to try and make us change
our minds about the way we feel on this issue. I wanted
to make the point that that is a political consideration
which is something that the Government has got to take

into azccount and has got to make the point in whatever
quarters it needs to be made if the time ever arises.
Therefore, on the question of making the accounts even-
tually self-firancing, which I think was the point made

ty the Honourable and Learned Chief Minister, I am putting
him on notice that if he wants to make them eventually s=lf-
financing, then certainly if I feel that that factor is no®
beingklooked at Fully then he can count on my opposition

v0 making them fully self-financing, .
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The Estimates of Expenditure I find have improved to a
degree that regrettably I have not been able to pick holes
in *hem ~ith the sase that I used to in the past, but I
hsve beon working very hard so as not to give up the
reoutation 7 kov: in this respect completely, and when we
coirv *tu tihe Committee Stage I will be asking the Hon
Financial and Development Secretary a number of questions,
But, as I say, the range regrettably - on the one hend I
regret it because it does not give me the opportunity, on
the other hand I welcome it because of course it is an
improvement in accuracy and in presentation.

Thank you very much, Mr Speaker,

MR SPEAKER:

Well, we will now recess until tomorréw morning at 10,30,
The House recessed at 9.20pm.

TUESDAY THE 25TH APRIL 1978.

The House rasumed at 10.4Oam,

MR SPE~XER:

Th~ last speaker on the motion was the Hon J Bossano.
Theiefore the floor is now open for any other contributor
who wishes to participate in the debate,

HON M K FEATHERSTONE:

Mr Speaker, I am going to speak first on the two
departments for which I am responsible, and then I will
make some remarks of a general nature on this budget
whéchthas already been given the name of the "Parity
Budget",

I would say first of all that as far as the Education
Department in its relationship to the children, we have
been at parity or even better than parity for several
years. The ratio of teachers to pupils per class is
better here than in the UK, so perhaps we are one up on
parity and I can assure you that the advent of parity
does not mean that we are going to reduce our standards.
We are still going to continue with that one-upmanship.
Th2se ratios, for the information of the House, are in
the prirary schools 1 to 25, and in England it is ususlly
1} to 30: <¢he micdle schools 1 to 22, and in England it
is abovc 1 to 2%; and in the comprehensive schools, in
tre lower forms, 1 to 20, whereas in England it is aboutb
1 0o 22, and in the fifth and sixth forms, 1 t¢ 10,
wkereus in England it is 1 to 14, So you @z see that
we are doing very well indeed and we are going to con-
tinue this throughout the coming year,
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This year; as far as the Education Department is concerned,
it is mainly a year of a holding operation and there are
not amy really big or radiczl changes., Thérefore, I will
only 1imit myself to speak where thnere are changss and
give some explanation of the thinking behind them.

There is a change in the number of teachers and this is
mairly because we are sending some of our teachers away
" on in-service courses. We also have the difficult
situation which we have been trying for a long time to
resolve of the Unqualified Teachers and especially those
who, in the past, were known as Experienced Teachers.
These people, with the implementation of the Scamp Award
and the full acceptance of the Burnham scele were, as it
were, demoted from Experienced Teachers to Ungualified
Teachers, After a lot of research in Britain, and a
lot of research by the Director of Education, and, I would
add, the Chairmsn of the Gibraltar Teachers® Association,
we have found a College which will accept them on a
specilalised course so that they can go and become quali-
" fied in one year in the UK and two terms of work in
Gibraltar, lose their unqualified status and obtain
qualified status without going through the normal long
three-year periocd of training,

We hope, in this coming year, to send at least five »r
these Unqualified Teachers on these in-service couvses,
I would comment that these in-service courses which are
very essential are very costly. We have the cost,
first of 211, of paying the salary of the teacher, then
we have to pay for a replacement Vveacher, while that
teacher .is away and, of course, the cost of the course,
Fach of these courses is costing us something between
£7/8,000 and I do hope that the recipients of the courses
will appreciate how much the Government is doing for them
in this way. Because we hope to send twelve teachers
altogether this year, then our teaching staff will, as
can te seen from the Estimates en page 23, increase by
twelve, but of course it is the twelve replacements who
are coming in and who are only on a temporary basis.

The other increases that can be seen in the teaching
staff stem mainly from the opening, last year, of St
Martin's Schocl, Because of that we now have a staff
both et the 0ld St Bernadette's and al the new St
Martin's, and St Martin's is rather labour-intensive for
teachers, We have about one teacher for every two
pupils so that that increases the number of staff con-
siderably.

The third and completely new item in the staff situation
is the commencement of a School and Public Library
service, We had sometime ago a visit from the British
Council and they agreed to support Government very con-
siderably by giving us a large number of books and other
services worth, over & period of ten years, some

£5C,000, and already we have £4,000 of furniture and
shelving. We have £5,000 of books already here, £3,000
worth of books on the way, £3,000 of books that we can
c¢rder this year and £2,000 allocated for any repairs that
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we nay have to do to the premises where we hope to set up
the library. Much as we would have liked to have had a
fully-fledged scheme this year, the finances are somewhat
resvricted and we are geing to start on s more restricted
basis with only tr:'ee people in the library service of
which one will be away on training, but we hope to set up
a Reference Iibray;r which will be a first class Peference
Litrary and we topyz, later on, to set up a Children's
Iibrary. :

This, oi course, will be hand in hand with the service to
schools which will be enhanced and the schools will bene-
fit from the library service that we are setvting up.

The first item in the general expenditure of note is the
question of books and equipment and this year we do not
intend to increase the amount of money for books and
equipment as we have done over the past five years. Over
the past five years we have had steady increases of some
10/15% per year, and frcm all reports we are getting this
is smple for the need of the schools, though, of course,
we will keep & c.ose eye on it to see if any shortages
should arise, But we have had no complaints from head-
teachers trat they are short in any sphere and we think
thac we have got at the moment to a stage where ample
surslics are made «vailable to the schools.

The Scholarship Fund, Sir, We have had a fair measure of
success with our Scholarship Scheme up to now which, as

you know, has been a two-fold schene. If pupils achieved
a certain level in their 'A' level exams they got a manda-
vory scholarship and those who did not get a mandatory
scholarship could apply and go through an interview systen
vo see if they also could get a scholarship. We have been
very obliged and very grateful to people who have conducted
this most onerous task of interviews., It has become
rather tiresome when you have to interview some 50 to 60
people all in the space of 2/3 days and there have been,
for some time, a certain feeling that the interview system
is perhaps not the best that we could have. We are
looking at a new system, a system by which all scholar-
ships will be made mandatory. This will possibly need
some revision of the number of points that must be

achieved and we are working on this at the mouent, I
would warn this House and the general public,; however,

that wh=» we have decided on the number of points that will
obvain a mandatory scholarship anybody who fails to .et

thet number, which will be somewhat lower than at present
standaris today, will not be considered. There will be

no interview system, it will be no good coming to me or

to the Chief Minister, as people have done in the past,
crying that we have just got one point less and couldn't
we have a chance, etc, If we are going to have an all
mandatory system it must be rigid and inflexible,
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Certain good news for the scholars who are away at the
moment: we are going to increase their allovances for tne
third year running by 20%, But again I would warn that
the time has come, with this increase, where they are very
close to the standards set in the UK and it cannot be taken
for granted that 20% increases will continue year after
year, We will keep a watchful eye on the inflationary
system and if the increase that is required should be 10%
then we will most likely give that figure, but this is the
third 20% increase and I think 20% over three years is some
75% increase altogether so that scholars have not done too
badly at all, The Teacher Training and Development, as I
have said, is going to take in a number of in-service
courses and we will also be sending some teachers for full
training, Co

We are, to some extent, a little worried about the situa-
tion of our teachers in so far as with the mandatory scho-
larship scheme quite a number of people are opting to
become teachers of the Spanish language, the English
language, French lenguage and we are finding that in cer-
tain areas we are becoming rather over-staffed, or we will
be getting back teachers for which we do not have a vacancy
at the, moment, I understand that the feeling of the Hon
Mr Bossano is .that if you have more workers to do a job
then rather than put workers out of work you should give
them a little less work to do each and thus keep everybody
employed, We could, of course, if we get a surplus of
language teachers, cut down the number of pupils tnat each
teacher is training, and thus take on all the staff, But
this would obviously inflatethe number of teachers that we
have got and would create anomalies and would also create
considerable difficulty in the actual classroom atmosphere,
We might have to have two teachers almost in the same
class, Therefore, I would warn scholars in particulsr
that we cannot, in fact, we never have, although certain
people have assumed that we do, we cannot promise a job at
the end of their training simply because we have sent them
on a scholarship.

Ve are sending some twenty-five people a year on scholar-
ships and another dozen on teacher training and this is,

to some extent, making our top level manpower, if anything,
I would not say over-qualified, but we are ge%ting more
people than the community in certain areas can take. We do
have other areas where we have need of people, The Civil
Service has need of qualified brains and I would appeal to
youngsters who are at the moment ifi their—fifth form,
taking their '0' levels and thinking of going on to their
tA' levels, to consider very seriously what they wish to
study for and what their jobs in life are going to be.

The Civil Service has a lot of opportunities to offer to
youngsters who are qualified and we need the top people if
our Civil Service is going to maintain the high standard
it has always had in the past.
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There is notmuch else on the general expenditure, except
thet T would like to comment that there is a considerable
increase in refreshments for Infants and Handicapped
Schools. This, because I may be quizzed about it later,
is explaingble in that up till now the hospital very
gererously has given lunches to St Bernadette's School
free-of-vharge, rut now that we have both St Bernzdette's
ant St Martin's to supply the hospital has felt that they
must mcke a charge for the actual food supply. This is
realliy out of one pocket into another but that is the
reason for the apparent sudden increase of some £4,000 in
expenditure in this item, .

Our financial aid to the Youth Council continues unabated.
They are doing very good work indeed amd the House can do
no better than support this work which has brought very
big dividends, We have a very small drug situation but
it is being contained snd much of this is bein% done by
thekgood efforte of the Youth Council and the JYouth
Workers, : .

Holidays fnr children continues unchanged and this year we
hcie that the renv of accommodation far teschers will show
@ sharp decrease =238 we will have the Red Ensign Hostel
availsable ard this will bring costs. down, )

Two items of special expenditure: we need a new ambulance
for St Bernadette's, the one we have at the moment is
almost a write-off, the garage tells us that it is prac-
tically irrepairable, arnd when it is sitting in the
garage either waiting or being repaired, we have to hire
taxis which works out to be very expensive, S0 we are
putting in for what we call a new ambulance, It is
actually a bus to take the children from- their residence
to the school, The other special expenditure item is
something which is very dear to the heart of many people,
and this is on the kick-around area at Glacis to set up &
Youth Adventure Playground,.

We have had a number of entities, the Rotary Club,
Barclays Bank, the Gibraltar Regiment, all offering to
cooperate in setting this up, snd we hope this year that
it will become a reality and that we will get & Youth and
Adventure Playground which can cope with the need for
letting off steam of some of our younger children, though .
of course i% will bring with it a recurrent expenditure

of seme £5/6,000 a year. We are going into This with

our eyes open, It is not going to be £10,000 this yeaxr
as a once-and-for-all job, it is going to be £10,000 this
year and the need in the future years for some £6/7,000
for the people who are going to administer this playground.

I think, Sir, that concludes what I have to say on the
Education Department. It is, as I said, a year of a

-holding operation. There is nothing very startling in

it and, of course, when we come to the Committee Stage I
shall be very happy to answer questions on it,

303.



The Public Works Department: there is nothing very
startling in the establishment and salary side. There is
put down en increase of some six in staff, d>ut it can
easily be seen that five of these are Clerks of Works who
are officers paid by the ODM and are indeed very necessary
for our modernisation programme, Once again the question
of the Public Works is, like the Education Department, a
holding operation, but we have made certain changes in the
format of the Estimates and these can be seen amongst the
. Public Works expenditure side, mainly under the heading
General. :

The first of these items which I would like to point out
is that we are putting an actual figure for leave and sick
pay for workmen, In the past this was hidden under each
separate head but today we have put the leave and sick psy
for workmen as a separate item and it does come up to a
very large figure indeed. I would like to say a little
about this question of sick pay. I have some figures
which have been prepared for me week by week on the
incidence of sickness. I find it rather worrying that
over a fairly long period of time the average sickness is
10% or more. That is, one person in every ten is away
sick at least once during the week, Since there was a
recent agreement with the union that the number of days

of uncertificated sick leave could be increased from
three to ten the increase of uncertificated sick leave has
been tremendous. Whereas before this agreement the
number of people who were taking sick leave without a
medical certificate was somewhere in the region of one in
five, it immediately jumped to one in two, or one in one
and a half, and one hears, though one may not give full
credence to it, but. one hears tales, especially sround
Christmas times: "Oh, I have got to go and buy & pot of
paint, I am going to take a day's sick leave tomorrow and
paint the kitchen". This, Sir, I think is an sbuse of a
sick leave agreement -vhich is a very reasonable and justi-
fied agreement, but I would ask that on the side of the
worker it is used only when the person is really sick and
not when he wants an extra day's holiday,

One of the other worrying aspects in this question of sick
leave are those days when there are specific Moroccan
feasts and the numbers suddenly disappear, We had some
time in September one hundred and twenty one people
missing from the Moroccan labour force, all sending in
doctors' certificates, It does seem {0 us to be a ’
rather strange coincidence that they can all be sick just
at the time of these feasts, We intend to keep rather a
close eye on this and if we find any genuine offenders we
shall have to consider taking some strong measures to try
and cut this down to a reasonable extent.

HON M XIBERRAS:

We are rather interested on the numbers employed, espe-
cially amongst industrials, because figures on ths non-
industrials, of course, we can get from the Estimabes.
will the Hon Minister be able in the course of his
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address to say ~ome thing about that?
HON M K FREATHERSTONE :

Th3 total number employed in the Public Works, I have
gou the figures Jrom September last year. It fluctuates
froa s low of 856 to a high of 867, So that as you can
see we have got some weeks 112 people sick out of 800.
During the special Moroccan feast weeks, we had 155 sick
gut of 800, which is a pretty high figure. The average
is some 80 to 90 every week and this does seem to be a
rather high sickness incidence.

The secqnd new point that we have put under General Expen-
diture is the provision of protective clothing, This is
rather a bone of contention, It appears now that every-
Pody in the Public Works Department, and I presume also

in other Departments, feel they have a claim to protective
clothing, The expense this year is jumping by some 500%
on protective clothing. We nave had claims which many
people might consider to be exorbitant in so far that if
the weather is drizzly people will walk to work and get
somewhat damp in so doing. Having got to their depots,
if they are then sent to do a job in Flat Bastion Road,
they demand protective clothing from the depot to Flat
Bastion Road. They say that this is a condition of
employment- they must be supplied with raincoats or
Jjazkets cr anoraks or something, even though when they get
to thelr place of work they are indoors,

We have had three or four unofficial sporadic strikes on
this question in the last year, and, as I say, it has been
a very worrying situation. It appears that as fast as
you can settle one claim and possibly agree to give pro-
tective clothing another sector immediately comes up with
a similar claim, We had the peainters and the plumbers
demanding it when the plumbers were given protective
clothing because they were working outdoors. Then
suddenly the painters demanded it, and the carpenters,
and eventually it seems that we are getting to a stage
that everybody that is working for the PWD will have pre—
tective clothing then the public should know full well
that they are going to have to pay for it,

Thz third item under General Expenditure which shows a
considerable increase is something which before was a
hidden ircrease and that is the purchase of small plant
and tools, This is now put as a separate item, whereas
before this was rut in the headings of each separate
department, The only people who purchased small plant
anl tools before were those in the Maintenance, Water and
Ga~.age sections, but the people in the Roads Section have
to muy shovels etc, The people in the Sewers Section
usea tu have this expense put into the actual departmental
head, but now it is put as one separate item arnd that is
why it looks like a very severe increase, but it is not
really, It 'is only that we think the accountancy is
better served by showing it where it should be rather
than hidden away under the separate head.
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Four of the different services we provide have got fairly
steep increases: these are the pumping of the salt
water, the punping of the fresh water, the disposal of
refuse in the refuse destructor and the operation of the
distillers, The majority of this increase has been due
to the increase in electricity in the past year, and as
we are threatened with new increases in the cost of
electricity then I am afraid these figures are going to
be somewhat low and we will have to come eventually for
some supplementaries to make up for the increased costs.

As' I have said before, I think I said it last year, the
Public Works is a service department, and we try at all
times to give good service, But we camnot do this, Sir,
if we are going to be subject to indiscriminate sporadic
or non-sporadic action of an industrial nature. We had
last year a severe period of time in which our service
was not as good as it could have been because of the
blackirg of the sewage pump at the Victoria Stadium,

This was over some dispute concerning two ladies and I
sometimes wonder if it is not a socialist policy the
greatest good for the greatest number. Yet we had
hundreds if not thousands made to suffer tur two people
when the whole of the dispute could Have been settled by
going to arbitration and coming to a reasonable sciution.
We had polluted water, in fact the water at Bayside has
still not fully recovered. We had a nauseating smell
which some of our school children had to put up with,
even while they were sitting their '0' level examinations,
and the people in the Tower Blocks had to put up with it
every day for considerable periods,

We also had, Sir, a period of power cuts. Now power
cuts, I must stress, not only puts out the lights in
peoples' houses, but it does something to the Public
Works Department which is very serious indeed. It shuts
down our distillers, Iast year we got very nearly, in
the water situation, to the péint of no return. Our
distillers were shut down because of some form or other
of industrial action and we were still supplying water at
the normal rates, We got to within four days of

getting to the point at which we could not guarantee the
safety of the water or even that the water would be there.
I would urge the unions, before they go into these sharp
industrial actions, to consider all the ramifications,
Especially the ramification of the water situation
because this, to some extent, is playing Russian roulette
with the peoples' welfare..- And as you know, in Russian
roulette sometimes the bullet-hits-you_in the brain and
there is not much you can do about it afterwards, If
our water supply should go beyond the point of not retura
it would be weeks, if rot months, before we could get
back to a reasonable situation. The dangers to the
health of Gibraltar, we have been informed, would be
something tremendous, The water mains would possibly
suck in pollution from outside because they did not have
adequate pressure in them, and this would take a very
long time to clear. I urge the Union %o keep this very
much in mirnd before they, if ever they do; and I hope
they do not, but if ever they do contemplate industrial
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action again, the water situation is something which our
lives depend upon,

Sir, over the past year we have had in the Public Works
Department s very high incidence of overtime and I under-
stand that as pact of the parity situation revizw it is
aczeptatle that %he amount of overtime should be decreased.
Hithertce, Sir, we have had overtime on a Saturday and the
accunt ov production during that Saturday's work has been
abism: L1y small, It has been minimal, We have had

many complaints from the public that they have seen worke:s
sitting down doing nothing, listening to transistor
radios, absolutely getting money almost under false pre-
tences. This, as it is paid from the public purse is one
of the greatest disservices that can be done.

We will, we hope, continue with a measure of overtime but
we do hope that during this overtime period real produc-
tion is kept up and we are able to get back for the wages
paid out some henefit which means that overtime is some-
thing good for the community and not just an extra method
of getting money into the pay packets.

LN MAJOR B J PRLIZA:

I° the Hou Member will give way. Under Personal Emolu-
menss in Head 20 where you have an increase of £30,000 in
overtime, does it mean that under the new policy this will
be reduced? - Is that a figure based on the overtime that
you expect to pay at the current rates or does it meen
under the policy that you are stating that that figure
will come down?

HON M K FEATHERSTONE:

Let me explain what that overtime is, Obviously if you
have a certain number of your workforce doing overtime,
your industrials, then you must have some of your

PTO IVs and PTO IIIs who supervise them and are classed
as non-industrials also doing overtime. If we cut down
for example, on the Saturday overtime there will be no
need for the PPO IVs and PTO IIIs to do overtime and,
therefore, this figure will reduce also,

One thing that we are willing %o look at, agd we are
already considering some of the means by which it may be
done, are productivity schemes, I am sure this will be
very dear to the Hon Mr Bossano's heart, and pOSSlbly
Mr Xiberras's. We firmly believe that if the work is
done quicker then a cash reward can be justifiably put
into operation, If we get hard work, hard work, good
work from our direct labour force there will be no need
to think of term contracts., The reason that we have
been thinking of term contracts in the past is that we
find that they are doing the job just as well and very
much quicker and so it is up o the direct labour forqe,
if they are dead set against term contracts, to show that
they can do the work themselves just as well.
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Ax_ld as I have said we are willing to look into producti-
vity schemes, T think we are already doint this on the
question of demolitions, ’

The industrial labour force can work well when it wauts to.
I would like the House to know that recently we have re-
laid a sewer in Cornwall's Lane ahd the highest congratu-
lations must be given to the gang that did that job, e
could see progress fromday to day at a really extreme

- rate and I think that the PTO in charge and the men in
that gang deserve the highest congratulations of this House
and of the general public for the work that they did and
for getting it done so quickly and that the least dis-
turbance was caused, This would be one of those

instances where productivity sc¢hemes could definitely be
Justified, We have had, as has already been said, some -
discussion on the PWD Garage, and as has already been
commented it is not going to be at the Slaughter House
site after all. The Government is not inflexible and we
are willing to listen, I will not say where it is going
to be but I will comment that if +the Hon Mr Bossano

wishes to visit bis men he will not have far to go. I
would like to say a few things about the Development
Programme in which I W8Seeeee

HONW P'J ISOLA:

Would the Hon Minister give way for one second, will
the structure that is in Gibralbtar be alright in the new
site? . .

HON M K FEATHERSTONE:

Yes, exactly the same structure can be used. We have
not lost anything on the structure.

To return to the Education Department for a moment: in
the Development Programme, as you saw last year, we
opened St Martin's School. We have had very good
results from it and the Hon Mrs Judith Hart was very
impressed when she saw it. For the coming year we plan
to get started very soon, in July I think, with the First
School at the Varyl Begg Estate. This will be a job
lasting some eighteer months so that we hope it will be
in operation by January 1980, - The Girls' Comprehensive
School, as you have heard, has been accepted by the
Minister for Overseas Development and we have already
asked the architect to prepare the working drawings even
before the Project Committee has accepted the project.

We have little fear that it will be accepted and the time
scale is that the working drawings, which are reasonably
complicated, will take some nine months to t ready.

We must then, because it is a large value Jo L go out to
tender in Gibraltar, in the UK and in the rest of the EEC,
and the tender period will take something like three
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months, So that we hope that the project can start as far
as laying the first brick is concerned, which seems to be
the worry of marny people, by June next yearT. And, if all
goes well, we should have this school ready within two and
a ralf years of Jsying the first brick, ’

We sre going to spend a certain amount of money as it were
"tarting’ up St Bernadette's School which is in rather a
poor state at the moment and does need a facelift. T
hope the Hon lMr Xiberras does not consider that unparlia-
mentary language. I have not beencalled to order,

We come now to the Public Works side of the Development
Programme: we have already mentioned the Public Works
Garage; we are going ahead with the winning of sand from
the upper catchment area, and this, we hope, will make us
self-sufficient in the sand situation.

There is one point I would like to bring up and to warn
the House rather strongly about, This is the gquestion
of the purchase of vehicles and plant, I am one hundred
per cent with the Hon Mr Bossano that if a man only has a
pick and shovel he cannot work at the same rate as if he
had a mechanical digger. I would comment that for some
#ime past we have been allowing our major equipment, our
lorries, coupressors and various other items of mechinery,
tn deteriocrate at a faster rate than at which they are
beiug replaced, Many of our lorries are kept on the road
by the miraculous work that is done in the workshops.

They have lorries that are 16/18 years' old, for which no
spares are available and they have to fashion the spares
themselves or think out schemes one way or the other to
get the lorry back on the road. It is not, in my opinion,
good economic sense if a lorry needs to be six months in
the garage to be six months on the roed. We have got to
come to & realisation that all our equipment must be given
a useful working life and as soon as its working life is
over, and this must be done on a realistic basis, it must
be replaced.

I am very happy to say, and I am sure the Carpenter Sec-
tion of the PWD will be happy to hear, tkhat the Wood-
working Machine, which is 45 years' old, is being

repleced this year, This machine turns out work which
50% of the time is not suitable. It is so given to poor
workmansnip that the carpenters have to do twice what they
co1ld do once with a new machine, and possibly very much
quicker with a vew machine as well,

Tkis year we ar« purchasing a number of new vehicles,

Net as aany as I would like, but I do hope that this House
appreciabtes the need for proper mechanisation and for
keepiag our machinery and lorry fleet up to a good
stuandard,
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One of the items in the Improvement and Development Fund
is a small figure for the reprovisioning of some Stores
at Ragged Starff, I am happy to say that the Stores on
the left, as you go down the hill to Ragged Staff, which
used to be MOD stores are going to be handed over to the
Government and this will alleviate our Stores position
very considerably.

We are obviously going to spend a reasonable sum of money‘

in development on new sewers, on renewing our water mains
and salt water mains, something which I know is very dear
to the heart of the Hon Mr Xiberras.

Another big improvement, which has been long overdue, we
have got a reasonable sum for improvement to depots, I
went round the depots at Christmas time and some of them
are pitifully poor. It is not justified in this modera
day and age that you should have a depot for some three
hundred men with only one shower and it is imperative
that something is done to improve these depots,. This
year we have got a figure of some £30,000 to get on with
the job. Something which has been promised for a number
of years and which at least I am glad to see will come to
fru::xgion. Now, Sir, just a few words on the question of
parity. -

HON M XIBERRAS:

There was, I think, the transfer of certain funds, what
I take to be or transfer of..... ,

MR SPEAKER:

Is it a matter of policy?

HON M XIBERRAS:

It is, sbout the structure of the Department and res-
ponsibility of the Department. I think the Housing
Department has something like £600,000 for maintenance
and painting of Crown Property, over and gbove what they
had last year, I was wondering whether there had been
a shift in responsibilities and a consequent shift in
labour force from one department to the other,

HON M K FEATHERSTONE:

No, Sir, this is what we might call a book transaction,
Since obviously we are going to have a Housing Fund in
which maintenance must figure, then the cost of the
repairs and maintenance are being put in the Housing Fund
and then it will be transferred back to Public Works as
the sub-contractors for the Housing Department. We will
do the work, The steff and the employees will continue
with the Public Works. ‘
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Now, Sir, on this question of parity, we are now going teo
get in Gibraltar the same pay for a certain class of
wc.ker as he won.d get in the UK. And I would pose the
qgaestivn: do we get the same amount of work from that
worker as we woald get from the worker in the UK?
Beczuse if we do no&, then to some extent we are paying
better than parity. If we are getting more work from
the local worker than the UX worker, and I am tslking
about the UK worker in the UK then of course, it would
be the other way round, But I feel, to a great exteant
that the amount of work produced per man hour here is
less than in the UK, and this has been very strongly put
to us by the Development Programme team that came out
here, They commented time after time: "“You are
asking for all this amount of money to get all this
amount of work done: are youmally able to do the work?™
We have answered: "Yes, we can do the work'". And I
think we can do the work if we all pull together and if
we get a real day's work for a real fair day's pay.

This is something which is an essential if parity is
going to be what we expect it to be,

We had many years ago the theory by the Hon Major Peliza
of hirh wages, high productivity. I am not going to
say the wages were high, they were definitely on the
improving standard, but in many cases the productivity
did rot zo up at the same rate. We are now going to
have some 50% jump in wages. I do not expect a 50%
Jjumps in productivity. I would look forward, and I
would be happy with 15% improvement in productivity, and
I would urge snybody that has anything to do with the
industrial labour force and the non-industrial labour
force to see as far as possible that they do give a fair
return for the fair wages they are going to get.

We still have to see if parity works. Parity is going
to mean a completely newwy of life for many people, I¢
will mean that a greater percentage of the person's
income will have to be spent on the essentials of life:
on rents, on electricity, on water - arnd I will not say
the telephone is an essential, but it is a fair
recessity and people will have perhaps less money for
the frills and the consumer goods like colour televison,
than they have had in the past. I hope that the
situation will be satisfactory in all directions but it
will be & change of life, Gibraltar is moving into a
nav era, Parityy is something which has been spoken
about, but I wondler if evervbody that has spoken about
it has fulliy app.reciated all the ramifications.. I hope
cnd I wm sure “hat given the goodwill, Gibraltar cen
rove intko the era of parity with success and with satis-
teetinia to everybody,.
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HON G T RESTANO:

I want to associate myself with the remarks yesterday by
members praising the Hon Financial and Development'
Secretary on the new presenvation of the Estimates, It
certainly makes the study of these Estimates a lot easier
but I think it is a pity though that the new presentation
should have been marred by the necessity of having to
make last minute adjustment, I recognise how difficult
it must have been this year to prepare these Estimates
and the comments are in no way made as a criticism of”
himself or his staff, My comments are made as a matter
of fact only because it also made the position of members
on this side rather difficult after having spent several
hours studying the Estimates and having alfterwards to re-
adjust and re-appriase at the very last moment.

One point that the Hon Mr Collings made in his statement,
also referring to the preparation, was the difficulty of
training staff in accounting and then only to find that
these employees are transferred elsewhere. For the Hon
Menmber to have made the remark it is obvious that he must
have encountered this difficulty on more than one
occasion and I think he is perfectly right in bringing
this matter .to the attention of this House,

I concur entirely that it is a ridiculous situation

when one takes the time and trouble to train someboay in
a particular speciality and then have that person trans-
ferred. I think it would sppear that somewhere along
the line there is either administrative inefficiency or
pernaps just a lack of adequate communication between
departments, I certainly think that this matter should
be thoroughly investigated at the appropriate administra-
tive level in order to cut down on these sort of
occurrences,

The next area I want to touch dpon is telecommunications.
Altnough only a brief mention was made by the Hon the
Financial and Development Secretary regarding the
improvement in this field I was surprised that the Honou-
rable and Learned Chief Minister should fail to make any
mention of this matter in his statement, because a tre-
mendous alvanc® nas been mads by tne wovernment in at
least having installed a semi-automatic system and I
must congratulate the Minister for this. It is a very
good achievement. I was doubly pleased also to hear
earlier in this meeting that quotations were peing
sought to purchase equipment—to-go_one further, to go
fully automatic, I cannot stress enough how important
I consider efficient telecommunications to be in the
promotion of Gibraltar as a viable centre, as mgch for
tourism as for investment services, not to mention the
added potential revenue from extra traffic which ncce-
sserily accrues from the lack of delays. I know for a
fact that much revenue has been lost in the past from
persons exasperated by the lengthy delays, cancelling
their international calls. This occurs certainly, for
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exemple, when the fleet is in port, when a great deal of
potential revenue is lost, But it also happens throughout
the year, Since being elected to this House I have at
every possible opportunity pressed the Government to take
action to put Gibraltar on the map telecommunicationwise.

I am extremely hasppy that this has partly been done and
zhaz a coapletion »f the process appears to be close at

ani,

The other aspect which is of equal importance, and I might
say 1lgy of equal satisfaction, is the decision by Cable
and %ireless to spend £lm. in Gibraltar to instal another
satellite station providing many, many more linés than we
could ever have hoped for, But here I must express my
serious concern at what appears to be Government policy.
Cable and Wireless, as I have said, will be setting up

an earth satellite station which could give us approxi-
mately sixty lines with the outside world, compared to the
five lines which we have, This is a tremendous improve-
ment in our situation but it would appear that the
Government is not prepared to give Cable and Wireless, who
after all are irvesting £lm, a guarantee znd an undertaking
that they will have first choice of dealing with all calls,
once this install-tion has been completed. I do not know
whzLher. the Goverrment is trying to keep its options open
wivh a view.of negontiating tactics with Spain and the
Working Parties on Telecommunications or even perhaps
whesher the guarantee has not been given on account of the
talks which were held in Madrid between senior officials
of the Telephone Department and their Spanish counterparts
some months ago, but what I do know, Mr Spezker, is that
however many lines may be offered from Spain what we must
not do is cut down on our guasrantees to Cagble and Wireless,
The financial copsideration must not come into this area
in any way whatsoever.

HON CHIEF MINISTER:

If the Honourable Member would give way, may I ask on what
authority he is saying that we have refused to give a
guarantee to Cable and Wireless that we will not take the
traffic with the earth satellite?

HON G T RESTANO:

Mr Spesker, is the Chief Minister saying that guarantees
have been given? i :

HON CHTRF MINISTER:

I am not saying anything, I am asking him a very straight
question, The Honourable Member must make himself res-—
ponsible for making a series of accusations based on facts
and I ask him to say where he got his facts from?

MR SPEAKER:

I will say this,: You do not have to if you do not want
to, but you must make yoursé¢lif responsible for the state-
ment, ’
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HON G T RESTANO:
I make myself responsible,
HON CHIEF MINISTER:

You are making yoursélf responsible for a lot of silly
thi_ngs.

HON G T RESTANO:

What I am trying to sy, Mr Speaker, is that even if we
were offered cheaper rates we should not, in any way,
not give that guarantee to Cable and ereless that they
will have the first option in all international calls.

HON CHIEF MINISTER:
They have not even asked for that.
HON G T RESTANO:

I remember in last year's Budget the Honourable the Chief
Minister stating that the lack of progress in communica-
tionsg then was due not to the Government but to other
entities, He also said that on telecommunication we
could not go it alone, Here we have now been given
support from Cable and Wireless and I consider that they
should be given every guarantee possible.

Next, Mr Speeker, I would like to turn to the Port, The
Hon Financial and Development Secretary, in his statement
yesterdzsy, mentioned the radical increase in container
traffic that the port had seen during the last twelve
months and the expected incresse that he foresaw for 1978.
The sum approved during the visit of Mrs Hart for filling
in between numbers 2 and 3 jetty subject, of course, to
final project approval, will go a long way to solve the
problem creazted by the container situation at its present
level, but it is my contention that however welcome this
development may be it only caters for the present and
actual needs., I would say thet if the Minister for the
Port had a crystal ball that would permit him to see into
the future it could well be that he would be able to see
thet this particular development only puts right the
present problem and perhaps that of the immediete future
but what of the longer term prospects? I would say that
this development should be considered no more than stage
1 of Port Development and that the Minister should already
be actively looking into at least the next two stages.
Far be it that we should from these Opposition benches
suggest what the shape of the next two stages should be:
that is his responsibility; nevertheless, I feel that I
should urge him not to be complacent because he will be
receiving about £lm, He must already start working on
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the next stage. By this I do not merely mean the re-
thlng of the Port Office and Sigral Station, which should
heve becen completed already.

Alc aspect of the port which was highlighted yesterday by
the Hon Financial and Development Secretary, in fact he
thought fit to mention the fact twice, was the windfall

to Government caused by the la up of the Ottawa., To
our economy £85,000 is certain y a very pleasant windfall,
but as he so rightly said 1977, and it is predicted
that 1978 end 1979 as well, will show a serious depression
in shipping resulting in the laying up of many vessels all
over the world. In a depressed market ship-owners, who
will find themselves obliged to lay up many ships, will
obviously be very cost-conscious, As far as possible
they will try to lay up those ships where costs are lower,
The Hon Financial and Development Secretary expressed the
hope that some other ships might find Gibraltar a suitable
port to be laid up in. I would repsectfully suggest to
the Hon Member that at £85,000 a year the Tort is far from
being an attractive port for lgying up vessels, I think
Goverrnment should seriously consider altering its charges
in this respect. I would suggest that two rates of
berthing charges be made. The present ones should be
retaired for vessels making the normal uses of the Detached
Mole for repairs etc but perhaps it would be a useful
exercise o levy reduced rates for laid-up ships. One
could then compete adequately with certain ports in Italy, -
the Greek Islands, the Scandinavian Fjords, all of which
charge far less for ships being laid up. Surely, Mr
Speaker, it would be preferable to obtain a revemue of,
say, £30/40,000 than none at all, We have certainly had
a windfall with the Ottawa and it would be a great pity if
no other ships were to come to Gibraltar for that purpose,

I would like to go into another matter, Mr Speaker, and
that is Government spending. There is concern in
Gibraltar and rightly so on the way Government spends its
money and makes purchases, and as the Chief Minister very
rightly said in his statement to the House yesterday, the
Opposition Parliamentary Group shares that concern which
is why, on behalf of the Group, I wrote to him saying
that I would be asking for specific detailed information
on items of Government purchases and sources of supply in
alil departments. The Hon and Learned the Chief Minister
made reference in his statement to the persistent rumours
about alleged mslpractices in the purchase and supply of
stores to Goveruaent, and it is only right and proper
that these zllegitions should receive a thosough investi-
gation. In the same way as the Hon Financial and
Developuent Secretary made reference to aprarent
discrepuncias between purchases and issues in Government
Derexr ments.
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HON FINANCIAL AND DEVELOPMENT SECRETARY:

If the Hon Member will give way. I did not use the word
"discrepancies', I used the word "excess" of purchases
over issues, That is a very, very different thing.

HON G T RESTANO:

I stand corrected, Mr Speaker, I am sorry. But there is
another aspect which I consider should be looked into and
that is whether the Government is gettiang the right value
for money, Is Government in fact paying more for
purchases than necessary? In last year's budget speech
cost-consciousness was bandied about liberally. What is
cost-consciousness may I ask? Surely, in the sense in
which it was used last year it meant firstly that there
was-need to economise on the actual use of supplies, but
secondly it also meant that Government should nmot be pur-—
chasing at inflated prices, I think this may well be
happening, not necessarily because of any malpractices,

but perhaps because of inefficiency or perhaps lack of
knowledge. Because not enough emphasis has been given

to try to obtain supplies at the best pricese. From my
own experience in business I know that it is a frustrating
~end sometimes tedious business to try to get best wvalue forxr
money. But if this process were not carried out on a
regular basis in the private sector, for example, many
firms would te out of business, If, for example, in the
private sector an agent sells tinned peas but finds that
his source of supply is more expensive than his competitors
he must either forego selling tinred peas or try to find
another source, another supplier who will sell him this
comnodity at a lower price. The trader will always
attempt the second alternative because he is in a compete-
tive market. But Government buying does not seem to work
out that way. I feel that a much more commercial approach
is needed in order for Governmernt- to get better bargains in
what it buys. After all Government purchases are quite
considerable and ore thing a trader knows is that the
larger the quantities he can guarantee buying the greater
the discount he can obtain, I fear that much of this has
been neglected up to now.

Turning to the Medical and Health Department, I think that
the last point I was making about getting better price=z
for bulk-buying is apt. I would suspect that much nore
thought should be given to ensure that the best prices are
obtained, especially in view of the high cost of purchases,
Last year the Minister stated that a Contractor's Committee
- had been set up to look into this matter end I wonder what
" the findings of this Committee have been., ZLast year also
I noticed that the Public Markets were being subsidised
and I know that this year the subsidy has increased to 64%.
And whilst on the subject of subsidies let me turn to the
funds,
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Obviously heavy losses have been incurred and the
Government now proposes to rectify this position partly
by an ivcrease in charges. On the Water Fund, wnilst
not wishing to anticipate the recommendation which may be
made by a Committee which was set up lagt year to inves-
tigste losses, I would nevertheless say thet it is quite
possible that physical losses, unnecessary physical
losses, may have occurred for a number of reasons and for
a number of years. Government should satisfy itself

" that that undertaking is streamlined to avoid tie conti-

nuation of such a situation and perhaps losses in income
would then be less. It is vitally necessary for
Gibraltar that there should be an ample supply of water,
Not only for the local population and tourism but for
shipping as well,

Most ships- calling at Gibraltar require this commodity
and if it cannot be obtained they will have to go to
another port, The next time these ships are in our
vicinity they will go of course to the other ports where
the supply of water is gusezranteed instead of calling at
Gibraltar, So it is of great importance that supplies
are always available snd I welcome very much the deep
drilling exercise that will be taking place.

With regard to tle Telephone Account, I said earlier that
improverenss in 1.icilities given by that Department due
to new equipment would result in extra traffic «nd in
fart at 1 earlier part of this meeting the Minister for
Municipal Services stated that there had been an increase
of obo .t 30%. I would imagine that with the installation
of & fully sutomatic system there will be a greater
increase in the traffic, and I wonder therefire if there
is any justification in increasing the telephone cmrges.
Would not the increases in traffic bring in the necessary
revenue to cover the losses?

Much was heard yesterday, Mr Speaker, about the Chief
Minister's optimism. My Friend the Hon the Leader of
the Opposition warned him not to be slap-happy and I
would say to him that when he means to say that he is
optimistic he should not say that he is not optimistic,
And I read from his statement where he says that: "It
is still wy hope that Governwent's optimism is not only
mizplaced but that it will become to be shared by the
House as a whole,™ .

HOI CHIEF MINISTER:

A clerical error. The "no" has been put in the wrong
place, ‘

HON G T RESTANO:
Well, Mr Speaker, it may be a clerical error, but I
would say that it was somewhat careless of the Chief

Minister not to have spotted this error in what is after
all a major budget statement, s,
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MR SPEAKER:

May I say for the purposes of good order, that this is

a budget statement to the extent that it is the Chi=f
Minister's contribution to the Budget debate. Hc has
assisted himself by referring to copious notes. That is
the most I am prepared to accept in so far as a contribut-
ion by anyone to any debate. The point now at issue is
the difference between what you say he said and the
statement he made on the enquiry. Of course, that was

a statement, a ministerial statement. )

HON G T RESTANO:

Anyway, Mr Speaker, obviously the £14im. that have been
received are an extremely welcome matter and it would
certainlyeeceee

HON FINANCIAL AND DEVELOPMENT SECRETARY :

If the Hon Member would give way, £1l4m. have not been
received.

" HON G T RISTANO:

Thet is really a technicality. That is perhaps like
when one says go slow and one does not mean go slow.
They will be received, or we hope they will be received,
and it is a very welcome thing. It will be a boost to
the economy and I hope that they will be able to be

spent in the three years that are left to the Government.
I teke note of the assurances given by the Hon the Chief
Minister that the Government will do everything in its
power to ensure that that money is spent, although I
have my grave doubts about that. )

The Honourable and Learned the Chief Minister also

stated yesterday that he proposed to make available

house purchases for Government tenants. There are
serious implications in the purchase of houses by tenants
and a very serious study will have to be made. On this

.side we would want to know what conditions the Government

would want to impose on the persons who are being offered
tc purchase their flats. I hope it does not go the way
as those other good suggestions at Budget time, like
insurance premia, and cottage industries, and what have
you. They all went by the board but I hope this one

does not.

On the parity issue, Mr Speaker, quite frankly I am
perplexed at the turnaround of things. I remember last
year at Budget time being criticised by the Honourable
Minister for Labour and Social Security for having been
involved in an exercise giving shop assistantSeeee.
HON A J CANEPA:

More than parityeecese
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HON G T RESTANO:

No, $ir, not more than parity and I will gquote from what
he said: "Trhere were very high wages that were nego-
tisted by the Chamber of Commerce and the Transport and
General Workers'! Union, not this last occasion but the
year Lefore and which gave shop assistants drastically
100%" and further along in his contribution he called
these "unnecessarily high wages", well, that, of.
course, may be his opinion: I wonder whether it is
still his opinion because after all he 1s going to give
parity in retrospection back to the time when he was
saying that they were '"unnecessarily high wages". Any-
way he has not contributed yet and I will be most
interested to hear what he has to say on the matter now.

Certain areas in the private sector will be affected

and some will not be affected. It can immediately the geen
that businesses selling price-controlled goods, for
example, on very low margins, may well be very affected

by having to increase their wages and go up to parity,

and I can see the tourist industry being affected,.and

I hope that the Government will take an understanding

and sympathetic attitude to those areas which are most
affected in the private sector, because after all they

do render a considerable service to Gibraltar,.

Tre last point I went to make, Mr Spesker, is the
question of overtime which has been touched upon by the
Chief Minister and the last speaker, I think it is a
matter of concern and I hope the Government and ?he
Union can resolve that particular problem effectively.

MR SPEAKER:

We will now recess until this afternoon at 3.15pm when
the debate will continue,

The House recessed at 12.05pm,

The House resumed at 3.20pm,
MR SPEAKER:

We will now continue the debate, The last speaker was
Mr Restano. Are there any other contributors?

HON I ABECASIS:

Sir, by tradition my speeches are always very chort,
an?d they are short because I do not like to say more
than what I should say and also because I believe tpat
after one or two members have spoken the Hansards show
a mere repetition of facts. T will limit myself to
saying what I think I should say especially on my
departments, )
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First of all, I will start, Sir, by thanking my Hon Friend
the Finencial and Developument Secretary for mentioning in
his speech that the largest increase in Revenue was that
of the Philatelic Bureau, He quotes a figure of
£895,000 which in fact was increased by a few othe~
thousands to 906,000, This figure was achieved through-
out 1977 end 1978, and if members opposite would want to
know the breakdown of the sales of stamps on philately,

I would say that our own little set-up in Gibraltar sold
over £190,0C0, Our agents in the western hemilsphere, the
International Governmental Philatelic Corporation, sold
over £358,000, and the Crown Agents £347,000, These huge
sales, and I am quoting the Financial and Development
Secretary, do not come about Just like that, They are
mainly the remults of great efforts done, not only by the
Minister but by the staff of the Post Office, I must
place on record my gratitude to the staff of the Depart-
ment, both male and female, for the tremendous work they do
not only locally but when we go abroad to sell our stamps.

We have attended lately three international exhibitions
which have proved very successful, We have been in
Amsterdeam, in San Marino and also in London. Many
people will tend to believe that to go to one of these
exhihitions is a jolly. It may sound a jolly at face
value because you leave Gibraltar and you go into EBurope,
but it is a little bit more than a jolly. When you have
a stand in an exhibition you open at 8 o'clock in the
morning, you close at 8 or 9 o'clock in theevening and
the job is not over. After dinner you have to sit down
and prepare to replenish your stocks so that early in the
morning the following day you are ir a position to carry
on selling your stemps, So there is a lot of work
invelved in the outings to different capitals in Europe
and T say Burope for the time being because as you may
hear later on we may go further than Europe in order %o
expand the sales of cur stamps,

¥r Spesker, going through last year's Budget I noticed
orne particular remark made by the Hon Mr Restano and I
quote: "Measures that I can see that have been put for-
ward to attract possible investment from abroad is
philately where of course one has to see much more
clearly whether in fact the revenue is going to be well
above the added expenditure that the new department is

" incurring", That is exactly word for word what Mr
Restano had to say last year. I hope that the reorga-
nisation of the Pailatelic Bureau has proved a success
and Mr Restano will be satisfied that the expenditure
involved is justified.

The programme that we have in mind, Sir, for this year is
one of four issues, and I may add here that we have four
issues because we do not believe in bringing out an

issue every weekend. In order to maintain the interest
of the collectors and in order that the collectors may
keep pace with the issues of stamps as and when they come
out we keep our stamp issues to a minimum of three or
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four per year. Next week, on 3 May to be precise, we are
going to come out with a new issue, which is new in every
sense of tae word. It is a stamp which is depicting
Gilraltar taken from space by the Skylab 3. This is an
insovalion snd we hope that it will be a successful issue
in the Gibraltar/Burope scene. This issue will consist
of two stamps, one of 12p to cover the airmail rate to
Europe and one of 25p to cover the registration fee.

On 12 June we shall be commemorating the 25th Anniversary
of the Coronation. We hope that this issue will be as
successful as the one when we commemorated the Jubilee,
Anything connected with Royalty is normally & success soO
we are issuing; a set of four stamps depicting Palaces and
Castles, including Bslmoral, 3% James' and Windsor Castle,
The set will consist of four stamps, as I stated, one of
6p for surface mail, one of 9p for the airmail to UK,
another one of 12p for airmail to Europe and one of 25p
again for the registration fee.

On 6 September we shall be commemorating the Jubilee of
the RAT in Gibraltar and there will be a further set ot
five stamps depicting aircreft which at one stage or
another have had a connection with Gibraltar, arcd the
stamps will consist of 3p, 9p, 12p, 16p and 18p. These
figures are not arrived at just like that, they are Jjust
intended tc cover special rates of postage from the local
to the Amcricas.

Finally on 1 November we shall have the usual Christmas
issue which will consist o four stamps of 5p, 9p, 12p and
15p and they will be depicting paintings by a famous
German painter Duhner, We have selected that particuler
painter, Sir, because he is a German and because we have
intention to go to Germany to initiate a contract with a
German firm to sell our stamps in Germany. That does not
mean to say that we are not happy with the way the Crown
Agents are handling our sales, we are happy, but we
believe that we can do a little better in Germany if we
had a man on the spot.

Ano ther innovation, Sir, is the Gibraltar stamps. I am
sure members of the House have received Gibraltar stamps,
It is a pamphlet that gives details of our programme, of
our pelicy and what we intend to issue in the future.

Several members have spoken of the success of the sales
of philately and I have mentioned the hard work involved
behind it. To reflect how popular our stamps have
become I only need to quote the sales of 1969/70, Jjust
betore his Government took office, when they amounted to
£24.,000 per arnum, which compared to £906,000, if my cale
culat:ons are correct, that means that we have sold
taloty-eight times over, which is not bad, Sir,
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Going back to last year's Budget speeches I remember saying
specially to the Honourasble and Learned Mr ~eter Isola,
that it was my intention to introduce a Saturday delivery.
This is already in operation, and as you will see frcm the
Estimates, it is our intention to carry it out thrccghout
the year. We hope to give a better service in exchange
for the increase we had in the local postage stsmps to 3p.

Another thing I would introduce, that is the stamp-vend ing
machines, have now been installed in the Main Street office.
One will be installed shortly in the South District and
another one at the Air Terminal. It is also our intention,
Sir, to have one of these machines installed at the Varyl
Begg Estate, where we cannot give a service as we give in
Glacis to have a fully-fledged Post Office, but there will
be facilities for the selling of stamps and for the

postirg of mails, These machines do not issue stamps
individually, they come out in sachets which are very com-
prenensive and have stamps to cover postage addressed
anywhere in the world.

Before I finish, Sir - I told you it was going to be a
very short speech I think I said 11}, minutes and T am
ranging now about the ten-minute mark - I would like to
mentien two particular speeches of last night. One by
the Hon end Gallant Member Major Peliza and a mention also
on what Mr 2ossano had to say. On Major Peliza I would
Just say thank you very much for having praised the sales
of stamps at the Post Office and also for mentioning that
I should take over Tourism, That is the prerogative of
the Chief Minister, We are too disciplined on this side
of the House to prompt or to suggest anything of the sort
to the Chief Minister. I would have preferred if he had
kept it et that, praising the sals of the stamps rather
then suggesting I should take over Tourism, What I did
not like was the destructive barrage against my Honoura-
ble Friend on my right, the Honourable Mr Abraham Serfaty,
I think it wasunfair to blame him for everything that has
been done or has not been done. The Hon Major should be
aware that at least two Members on his side, the Hon and
Learned Mr Isola and the Horourable and Learned Mr Brian
Perez were, together with my friend Mr Serfaty and
myself, in the talks with British Airways and they know
how strong a fight Mr Serfaty put up in order to increase
the flights to Gibraltar. It was somewhat unwarranted
therefore to szy that if there are not more flights to
Gibraltar Mr Serfaty is to be blsmed. It is not, Sir,
one has to be realistic and accept the facts as they are.

The other mention, unfortunately Mr Bossano is not here,

I was very impressed and I listened to him for one and a
half hours. I wish I could speak for one and a half
hours myself, and I was very interested to hear all he had
to say. He sounded to me very, very sober, very sensible,
very reasonable. I only hope and pray that he will be as
sensible and as responsible and as sober as he was last
night during the next three years so that the Government
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can be able tc implement the Development Progreamme they
have in mind, and not just sabotage it by making us buy
the niphest peitrol for working our machines in the Genera-
ting Station, stopping our distillation plant etec. etc.

2NCe

Finally, Sir, when we come to the Committee Stage of the
proceedings I will be only too pleased to answer any
question any Honourable Member opposite may care to put.

HON J B PEREZ:

Mr Spesker, in view of the fact that parity has been the
main issue in this year's Estimates, I have asked myself
two questions, The first one is, what is the gross cost
of parity? And I think this question has already been
answered by previous speakers, and I do not intend to
dwell on this any further, but the second question I have
asked myself is in fact: who will bear the next cost of
parity? I think that the answer to this question lies,
in my submission, in the contribution made by the
Honouurable and Learned the Chief Minister yesterday, in
particular» where he said, and I will quote from the state-
ment that he made: "from the purely financial point of
view, our consultations with the British Government in
considering the claims for parity on this occasion,
established the fact that that Government was prepared to
agre: to parity without curtailing its spernding in
Gibraltar. As far as their own domestic finances were
concerned, we were advised that given substantial increa-
ses in the charges for a number of services provided by
the Government, as well as a reduction in overtime
working, the very substantial cost of accepting parity
could be met,"

In a nutshell, Mr Speaker, as I see the position, the net
cost of parity will be met by substantial increases in
both electricity, water, telephone and rents which, in
turn, will reduce the respective deficits, and this
accordingly will lessen the budgetary contribution which
would maintain our own level of reserves, That is how

I see the position, Mr Speaker.

I think the Government has presented their Estimates in

a very fair manner and I would particularly support the
staterient made by the Hon and Learned the Chief Minister .
in connection with making our Municipal Services self-
supporbing, but that this had to be done due to problems
affectirg the ublic sector and people with fixed incones,
due to the parity issue, on a gradual basis. I support
“hat eatirely, Mr Speaker.

Tae Chief Minister also stated that a further £0,3m.
would have to be raised in order to increase our level of
reserves, I think that the Chief Minister would agree
with me and I think he would have preferred yesterday to
have informed the House that due to the very healthy
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state of our economy, due to the fact that we may have had
large surpluses during the past two years, thereis no need
to increase the level of reserves. Furthermore that we
could afford to continue making large contributions to our
M¥uricipal Services and still meet the net cost of parity,

So, how can we go about improving our economy, Mr Speaker?
I think, being realistic, that the best way and the more
realistic way of doing this is by the promotion and expan-
sion of our tourist industry. Unfortunately, I believe
that this has been a rather neglected area throughout the
years,and it is in fact a great pity since I believe that
Gibraltar has a tremendous touristic potential. A
tremendous potential and one which I do not believe we are
exploiting to its full capacity.

The Hon Financial and Development Secretary, in his contri-
bution last year, predicted a decline in tourism in
Gibraltar. His figures this year proved him to be
correct, Once again, yesterday in his contribution, he
once again informed the House that he again prediced a
further decline in tourism in Gibraltar, In fact, Mr
Speaker, I feel that the whole issue of parity; will have

an adverse effect in relation to our hatel industry in
Gibraltar. I realise that parity will inject considcrable
capital.into our economy, chiefly from payments made out by
way of wages by the MOD and the DOE, but it is clear in my
mind that the public sector shall shortly have to follow in
the same line,

* . In connection with owr hotel industry, I fear that there

is a great danger that we may price ourselves out of the

- market, since intended tourists to Gibraltar will not only
be faced with high fares, as compared, for example, a
tourist travelling to Malaga, but also more expensive hotel
beds. I think the question of parity will also saffect the
- SGIT fares and charters which are the bulk of traffic
coming to Gibralter. I would, therefore, suggest to the
Government to consider helping ouwr hotel industry.

Whether it be by way of a subsidy or wkether it be by way
of providing them with the opportunity of having chesgper
water or cheaper electricity bills. I definitely do ask
them to consider very seriously to help the hotel industry
in Gibral tar becaise otherwise it will have a disastrous
effect and it will in fact cause a further decline in our
touri st industry.

Also, Mr Spegker, in view of impending events, in view of
Working Committees being set up, I think that it would not
be too optimistic Yo say that we can see a rgy of light at
the end of the tunnel and certain events may occur through-
out either this year or the next, I sincerely hope they do,
which will give an impetus, a boost in our tourist trade.
in Gibralter. But we must ensure that if this comes

about we will remain campetitive, that our hotels will
remnain competitive and bs able to compete with neighbou-
rinz countries, ‘
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I am fully aware that our economy is dependent on deferce
speading ard UK aid, but I do not think that we must put
all our eggs in one basket, We must endeavour to make
our community more self-supporting, and this I would
repeat, we canachieve by expanding our tourist industry,.

Mr Cpeaker, what ere the main problems surrounding our

tourist idustry in Gibraltar? I would say the first

probiem ie the frequency of flights, I think the present

numter f flights are totally inadequate. The airlines T
seem vo be of the opinion that by cutting down on .
frequency the seabt capacity on flights will increase, In

my opinion, Mr Speaker, this is not the case in Gibraltar

since the more seats that are availsble the more people

who actually take them up. What we require is a daily

scheduled service to gether with charter traffic. But we

must draw a happy medium between them.

My personal criticism of the Honourable Mr Serfaty, the
wminister for Tourism, is that too much emphasis has been
given to charter traffic et the expense of our scheduled
airline. As an example of this I would refer to the
recent suvpart by ow Minister on an application to the
CAA sor the sale of bucket seats. Tnhis, I am afraid, is
only condaucive to s reduction in frequency of our scheduled
flights. T-think in this respect what is needed is some
considzretion for some Government participation on the ’
sirline, Or, at the least, I would ask the Honourable Mr
Serfaty to reconsider the motion proposed earlier on tnis
yeer by my Honourable and Learned Friend Mr Isolas, &s to
getting together with all the people concerned, The
gecond problem affecting tourismeecs..

HON A W SERFATY:

If the Hon Member would give way, I do not think it is fair e
to say that I supported the application for the sale of
bucket seats. There was an application that a certain
number of seats should be offered to Forces families and
friends end in fact the CAA authorised a small percentage
of seats to be sold in those clarter flights, But to say
that the Minister for Tourism who must also be concerned,
because I do give, in spite of what the Honourable Member
has Jjust said, a lot of importance to the scheduled flights,
to say that the Minister for Tourism is outright in his
support for the sale of bucket seats, I do not think is
fair on the Minister.

R

4

HON J B PEREZ:

Mr Speeker, let me put it another way and I will retract

my previous statement, He may not have supported it,but S
he generally did not actually disapprove of their 9
epplication, I will put it that way.
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The second problem affecting the tourist industry in
Gitraltar is in connection with fares. I think that the
fares to Gibralter are extremely high compared to, for
exanple, liglaga. There is also amther aspect of impor-
tance in connection with fares, and that is the lcc-uion
of departures from the UK. For example, a tourist
living in the north of England who intends to come to
Gibraltar would first of all have to travel all the way
dovn to London,. Say, for example, he was travelling with
his wife and children, at considerable expense in train
fares, teking account also the time of departure in the
UK which is very early in the moming, There is also a
considerable experse in hotel bills for this Mr X who
would come over with his family, and this is what people
look at btefore planning their holidays. It means a con-
siderable extra expense on a tourist wishing to come to
Gibrelter amd this, Mr X, would cbviously lock at the
price of what it would cost him to go to, say, Malaga,
lock at the mrice for Gibraltar, add on the hotel bill,
add on the train fare and we cannot really blame him for
going to lalaga becaise it will prove much cheaper than
coning to Gibraltar. These are three problems that I can
see and thres probl ens which have to be tackled.

Fur thermore, the Hon Financial and Development Secretaxy
mentioned that although there was a decline in tourists
coming t Gibraltar ke said there was an increase in the
dzily visitars, or visitors coming over from Morocco, and
there was an increase in yachts calling at Gibraltar,

Le% us first of all teke the visits from Tangiexr: I will
be interested when the Committee Stage arrives to see how
much of the money which ve are being asked to vote for
promotion will be actually spent on promoting Gibraltar
in, say, Tangier and Rabat. Since we know that people
are coming to Gibraltar from that part, we ought to
ercourage more psople to come,

The second thing is that I would ask the Govemment to
take a good look &t the port area, because to my mind I
would honestly ard sincerely designate that as a slum
area. That place could do with a shaking up. I do, not
think it gives a very good first impression to the
tourists coming cer to Gibraltar,

On the question of the yachts I was very glad to hear the
Hon Mr Serfaty say that the steel girders for frames had
arrived for the new marina and that shortly work is
expected to commence, I think there is no doubt in my
mird that the new marina will undoubtedly attract more
yachts to Gibraltar and will be s great asset to it,

inother problem is the tourist faciiities in Gibralbtar,
Here again these could be improved. If I may remind
members of the House of my last year's contribution in
this House in vhich I said there was a general lack of
watersport facilities in Gibraltar being offered to
tourists. T do not think the most difficult aspect for
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the Government is in fact t find willing investors, or
pople whc are prepared to come and invest in Gibraliter
awJ set up centres, I think the biggest problem that we
hove is firding cuitable sites in Gibraltar. This is
dus, unfortumnately, to most of our waterfront being
occunied by the MOD. I realise that when the Government
request sites the answer usually given, ard I can well
understand the frustration of the Hon lr Serfaty, the
usual answer he gets is that it is needed for defence
purposes or that the MOD intend to put it to their own
particular use, I would ask the Government to see
whether they could seek some c¢lzrification and, if
possible, a re-definition of defence purposes in this res-—
pect. I would ask members cf the House to go on a tour
from Varyl Begg on the seafront in a southerly direction
and you will see for yourselves, If you start with the
Services' residences, Chilton Court, Edinburgh House, ycu
come to Rooke, you come to the dry docks, which I do not
think are ever used, all being occupied by the MOD. Te
then come to the Royal Gibraltar Yacht Club which is one
part we do occupy, but then once agein we come to the
Coaling Island and, in my submission, the Coaling Island
is completely under-utilised, T think we could do very
well t- try and get some portion back in the hands of the
Gibrelter Government. We then come to the part of the
Technical (ollege site; we have the United Services

Se illing Club, we then come to the Camber which, abt long
last, is now I believe, in the hsnds of the Government.
But even inside the Camber itself we bave the 2 Queen's
Regiment who have their club there, who have their slip-
waye Then we come to the Govermor's steps landing,

also another place which I do mot think is being
utilised, I hardly ever see it used, and to which we,

the Govemment of Gibraltar, this House, could put to very
good use in connection with our tourist trade.

It has also come to my notice, Mr Speaker, that there was
en international tobacco firm which was interested in
setting up a factory in Gibraltar. I think theat they
did not meet with much success since I am told that they
also found it very difficult to find a suitable site for
this purpose,. It is indeed very regrettable. It is
very sad that this is the present situation, but this is
surely what Gibraltar needs.

HON A W 3ERFATY:

M Speal-er, if LLe Hon Member will allow me, There was
a represcntative of an important tobacco factory here
lest yrar ard we encouraged them to come here, - We made
cemiain offers and they said that they would not be able
to come to a decision until later this year, That is
the positiorn.
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HON J B PEREZ:

r Speaker, my information is that they foumd it quite
difficult to finmd a suitable site, The point I am trying
to make is that there is a lot of waste area in Gibraltar.

“There is a lot of land which is not used which comes under

the MCD, and it is a great pity that most of this land
should not be in the hands of the Gibraltar Government.,

The Hon Fimancial and Development Secretary also gave as a
cause to the declire in tourist industry on wsge restraint
in the UX, and my suggestion is in this respect to try

and promote Giltreltar in other Furopean countries. For
example, this would have a duasl advantage Dbecause it would
enable Gibraltarians, tske for example, France, it would
allow psople from France to come over to Gibraltar at a
crezper rate and it would also allow Gibraltarians to
travel to Frence at a much cheaper rate than having to

Ily all the way to London and from London all the way back
to France,

Mr Speaker, I have endeavoured to try and be constructive
in this matter and can only wish that due consideration
is given to some of the ideas and some of the propocals
that I have put forward in this respect.

On the question of housing, both the Honourable and Iearned
the Chief Minister and the Honourable Mr Zammitt stated
thet a2 new and vital part of the housing policy would be a
home ownersihip s chere, I think, Mr Spesker, that this
is an excellent idea. The most important aévantage

that Government will have on this is that if people own
thelr houses it will accordingly reduce considerably the
expenditure side on the maintenance of these houses by
Government, Thers is no doubt about this, that this is a
very good idea and I sincerely hope it is carried out and
it works successfully, Mey I, however, ask the Government
to consider three very important elements, or three
important propositions in this respect.

One is that there must be a restriction on the right to
sell a particular house, Let me give an example, If I
amat present a Government tenant and I am given the
opportunity to purchase my house, which I do, X should not
be allowed to subsecuently go and sell it to Mr X and then
mzke a profif on this and put my name again on the Housing

List. That is one rroposition that I would ask the

Governrent to consider. The second proposition is <the
one of rersonal occwation. I think this is also very
irportant because otherwise you would bave Mr X purchasing
a Governzent house, deciding he wishes to go back to the
Urnited Kingdom or g even to Spain, and rent the house to
gomecedy else erd then he would be making a very good
return ¢ie 1o the price of bousing in 1978, and then this
would be to the detriment of the kousing policy.
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The third proposition, Mr Speaker, is one for the heslth
of youvny married couples, I see from the speeches of
Loth the Honourable amd Lesrned the Chief Minister and
the Honoureble Mr Zammitt that the House Ownership Scheme
will 2nly apply to existing tenants who will be able to
purchease. I would ask Government to give some considera-
tion to the possibility of allowing young married couples
to be able to participate in this scheme because otherwise
we are finding ourselves in a situstion where most of the
youth of Gibral tax, being unable to find housing accommo=-
dation, is being forced to leave GibrZtar. This is a
great pity and something we must try and avoid.

There is one other thing which I think I left out in my
first proposition of selling. I think Government should
see its way to putting a clsuse whereby should the tenent
wish to sell, should he have to leave Gibraltar for any
reason whatsoever, I think there should be a comnitment or
an underteking by the Government to re-purchase the house
at a set price, because this would be fair on the side
also of the tenant, There is another point on the
housing scheme that I would like to raise and that is, we
have hee»d the Government saying they intend to increase
rents on Governrent dwellings. What I have not heard is
what effect, or what chemges, if any, are envisaged in
connectloa with private landlords. If any changes are
pooposed in th: Landlord and Tenant Ordinance becsguse as
mwost merbers know private landlord's cost of maintenarnce
o:' pr-perty is in fact also going up. For example, we
mey get a public health officer coming round to a private
landlord and sgying: '"Well, you have got to put new
gutters, ard you have got to put new plaster here; there
is dampness in this wall which you have to..." etc etc.

I think the Government must also tzke private landlords
into accourt ard to make some provision or socne
allowance to engble them to put up their rent correspon-
dingly to the Government increases on rents because co sts
go up for both sides.

On the question of sport, Mr Speaker, I think that 1977
has been a very important year for Gibraltar especially:
in the international field. To take some examnples we
h-~ve increesed 1abterest in intemational participation
¢r. mo;or cycle trials, boxing, athletics, clay pigeon
chooting, and cthers. And most important of all, hockey.

sey hockey, not because I happen to be the Secretary of
the Gibraltar Hockey Assoc iation, but because there is
an itew in the Estimates of £4,500 which we are asked to
vote, and this, as all Members of this House know, is in
fact the trip that the Gibraltar Hockey Association,
after beating Swibtzerland will be msking to Hannover to
participate in the Buropean Nations Cup.

In my last year's Budget speech I asked the Government to

encourage international participation by financizal help
and I can only have words of praise for the EHonourable
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the Minister for Sport Mr Zemmitt, I sincerely trust
that this Government policy will continue,

" The Honourable Mr Zammitt also spoke about the introduc-~

tion of a £10 membership fee for sportsmen who vse the
Stadium, I intended to make quite a number of comments
on this, Mr Speaker, but I shall refrain from doing so

in the light of the Minister's undertakirg to provide this
side of the House with full details of its operation
before its implementation. I will only say at this
stage that I do not disagree with the principle. I think
there is much to be said in its favour, provided it is not
unduly restricted on sportsmen in Gibraltar. From what

I have heard I do not think this is going to be the case,
because I am told that the contributions received, aboub
two-thirds of the amount, will in fact go to sporting
associations thenselves, So they will be getting their
money back which has been contributed by their own indi-
vidual members, aend also it will go to providing better
facilities, like more squash courts etc. There is only.
one point thet I woull ask the Honourable Mr Zammitt to
consider ard that is whether in fact it is a good idea to
brirg schoolchildren into the payment of this £10. It
is not? I am glad to hear that because my worry is that
we may have a family with fouwr or.-five children and then

this would be very restrictive on the family.

There are two further points that I would ask the Hon
Minister to consider, and that is since we are told that
Government is to have a new adventure plgyground at
Lagurza Estate, I would just ask the Government to consider

~whether in view of the increasing demsnd or involvement.

in the sport of skateboarding whether it would not be
possible to have some provision for this sport there
before we have an accident in the streets, This I would
ask the Hon Minister to consider.

The seccnd point I would ask him to consider, and, in
fact I was rather surprised not to hear him mention it is
in cornsction with the swimming pool. I do not Xxnow
what proposzls have been maede or what the Honourable
Mirister intends to do, or what his view is. Perhaps I
would be prepared to give way if the Honourable Minister
wishes to inform the House on the question of the
swimmirg pool,

EON E J ZADIITT:
¥r Speaker, I am sorry, 1 should have mentioned something
sbout the swimming pool yesterday, but I can say at this

Stage that the cuestion of the pool was brought up in the
talks with Mrs Eart, and Mrs Hart's team were not very

330.

enthusiastic about the building of a purley pool, that is
one of “resc pre-Tabricated pools, because in the best of
civeumstances its moximum life span is about 25 years.,
They wewe not at 2ll pleased with any structure of this
calibre. In fact the roof which the catalogue described
would not stand up half the wind prevailing in that par-
ticular area of Gilbrsltar. I have not, however, given
up hope, Mr Speaker., The team looked at this quite
sympathetically, that there should be some contribution
from ODM, some contribution vhich I am told we may be able
to get in the form of raising our own loan within
Gibraltar and I have not for one moment dismissed the
possibility and I will continue to pursue the possibility
of having a 33 and one third metre pool of permanent
structure within the precincts of the Vietoria Stadium,

HON J B PEREZ:

Mr Speaker, I am grateful for the contribution of the

Honourable Mr Zammitt. I am glad that he has not given
up the idea and trust that he_will id
Gibrsltar wich a swimming poolv.v Isggigkwggagoigron ©
something which is much needed and trust that he will do
Jl;us SSSt on this, Mr Speaker, I have nothing further
o add. ' .

HON MAJOR F DELLIPIANI:

Mr Speaker, my contributions to the House are usually
brief and I try to make a point, but I would like tc make
a general comment on the debate which we have been having
today, .end that is to praise the Honourable the Financial
and Development Secretary and his team for the excellent
work they have done, under great pressure, in preparing:
&ll the relevant documents, Estimates, etc for this

House to consider. Being a very young member of the
Government and in the House, one of the things that
impressed me most is the high quality of officer that we
k_xave~ in our Civil Service, This was ably demonstrated
in %ne financial support we had in our good friend

Judith Hart. It was most impressive the backup that
Ministers had from all the civil servants, I would like
to express my thanks publicly in the House to all of them.

Tk_le Hon the Financial and Development Secretary gave his
vicws on fristly %iie Buropean economic situstion and tre
Yon Nr Bcssano give his views on the Zuropgan econsmic
sit.ation, We are all talking row ¢ morey in terzz to
Gioraltsxr and parity and a word which the Honcurable tre
Legver of the Oppcsivion mentiorned, equivalence, I must
confess that I was totally against parity, zzd not
because I did not think that the workpeople were overpaid
and 4id not deserve more money, it ‘was because I thought
that it was not the right formula for .Gibraltar. But I
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cannot tThink now of any other formula except parity,
There are various weaknesses 1r having pariiy but there
is no better forwmula than parity and that is why I have
accepted within Government the question of parity though
I was against it. I believe thet the basis of a coclety
is that the lowest paid worker, the most humble worker,
should have a decent basic wage with which to maintain a
certain standard of living. After that comes more .
money for doing this, more money for doing that, buf the
basis of a progressive society is that the most humble
workman has a living stendard basic wage without having
to go into social overtime, even thougn they are not
working, they might be accused of not working, it is still
a lot of hours eway from the family and from their chil-
dren, and tnis, I think, is socially wroag., Nobody can
argue against the basic wage and with parity there has
been a tremendous improvement vis-a-vis the humble members
of our societvy, But I did not believe in parity. For
example, if there was a need for a gamekeesper in
Gibraltar ~ end I mention one post which we do not need
because otherwise people might think I am talking against
a particular grade - there might be no one in Gibraltar
or only one person who might have the qualifications to
be a gamekeeper and, therefore, we have to offer certain
incentives to attract this person. In the UK there
might be a thousand people after that gamekeeper's job.
Se it does not follow that parity in that sense should
work, But I cennot think of a better formula than
perity and that is why we are accepting parity.

Tne Hon lr Bosssno mentioned, and I agree with him, that
the big bone of contention in Gibraltar had been the
fact that you had a UK-recruited worker working heside a
locally-engaged worker - I said locally-engaged worker,
I did not say Gibral tarian worker -~ both working together
side by side, and bhoth being paid different wages. of
course, this must be frustrating for them. It must be
re2lly frustrating because I in'my capacity as a trade
unionis® have been through tThis experience. There was
the question of the allowances, a UK worker got so much
for climping a 100-foot high ladder, a local worker got
half of that for being in the same danger and these
things nave been corrected. But I think the Hon Member
on the opposite side, Mr RBossesno, is being a bit too
optimistic about future industrial relations, which I
would like to share with him but I fear there are cer-
tain elements still within the Union, a small clement,
who through ideology think that the struggle against the
establishment must go on, no matter how good conditions
are, This struggle agailnst the capitalist system,
establishrment, must go on., . And I would join them in
this struggle if I was living in Peru, in Chile, in
Uruguay, in Paraguey, but their ideology is completely
misplaced in Gibraltar and I would ask the Hon Mr .
Bossazo, if he can hear me in the ante-room to use his
influence to to try control this certain element within
his Union who are out to destroy Gibraltar and its esta-
blishment no matter how good their working conditions

are.
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To get now to my Department, I made what I would call a
rather szi~miing statement on the generating capacity of
our own Generatirg Station some time in November of last
yeav, ani people ~re wondering "Well, nothing really
happered, we only had the odd couple of hours this day
and :<he odd couple of hours the next day". Let me assure
you that we have had terrific problems in the Generating
Station and there would have been some drastic power cuts
lasting many, many hours, if it had not been for the
cooperation that we have had from the MOD through the
Inter-Services station. And I would like %o take this
opportunity to thank the MOD for the help they have given
us during the winter period. The months ahead in the
Generating Station are going to be crucial in order to be
able to get to grips with the backlog of work which
occurred over the past, for different reasons, I do not
like to look into the past, we must look forward to the
future, and let us hope that with good management, with
good industrial relations between the Union and middle
management and everybody concerned we can really get to
grips ith our Station so that next wintér we will not
have any more problems.

I nhink at this point I should mention the future of the
Generating Station and to bring to the notice of the
Hovce The importance of extending our generating capacity.
I should mention that last year our peak load was 13.5
megawatts. This year the peak load has gone up to 14
megawatts, At the rate that this increase in demand at
peak load is going, during the next 3/4 years unless we
really start to plan things and really get to grips with
things, all this marvellous development programme that

we have, housing, marinas and all the rest will not work,
I am glad to ssy that we are moving forward quite quickly
in the right direction.

On the question of the Fire Service, I have quite an
impressive list of services that this Department gives
to Gibraltar and that there does not necessarily have to
be a fire for their services to be available, 1 have a
breakdown here: entering premises on behalf of people
who have been locked in, rescue opcrations, etc, and
they are kept very busy indeed and I am very proud of
this service. It is a service that certainly in my
time as Minister ras given no trouble-at all as far as
industriel relatiins are concerned, There is a good
working relavionsrnip with the Union. The men are
exivemel . happy. The public at large acknowledge_phap
the ey give s good service to Gitrsltar, I would like to
plai> on record my thenks for the hard vo rk thy do, .
Peorle might say: "Well, they play volley-ball all day".
They do not play volley-ball all dgy, yhe volley-ball is
very much a part of their duty,.whlch is one way of
keeping fit. It is no use having a fireman cllmplng up
steps and collapsing because he has not got the fitness
to do ite
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On the question of the Telephone Department some Tather
wild accusations Irom the Hon Mr Restano about Cable and
Wireless were flung across, We have made no decision cn
the question of Cable and VWir eless and the satellite and
the future of the international services because there are
Ceble and Wireless interests, there are our own personal
interests in the Telephone Department for Gibraltar's bene-
fit, and also the British Post Office comes into the
picture, Let me assure the House and Mr Restano that we
are certeinly very greteful to Cable and Wireless for the
interest and investment that they are putting into
Gibraltar for the benefit of our community and I am sure
that we shall be able to work out some kind of modus
vivendi or formula whereby these investments are safe-
guarded,

HON MAJOR R J PELIZA:

Could he expand on the aspect of this satellite? Could
it bring some sort of employmernt to Gibraltar? is it
vorld wide? Could he expand a bit on what this'’
represents?

* HON MAJOR P DELLIPIANI:

Yes, taough I am not a technical man. At the momernt our
telephone circuits to the UK go to Tangier and from Tangier
they go to France by cable and then by microwave over the
chennel to Britain, It is a French-owned cable where
Cable and Wireless acquired certain circuits. With the
earth satellite system we will be able to have san
increased capacity to beam from our own satellite ground
station to an earth satellite which we would have in a
permanent position and they are beamed down to the United
Kingdom and there, through the British Post Office Disbtri-
bution System, to any part of the world. In-fact, we
will have what we have row, which is a direct link with
any rlace in the world through the earth satellite.

As regerds the Telephone Department, we do gt rather a
lot of complaints about the time the operatcrs teke to
apswer the trunk service and to answer enquiries, I s
glad to say that we had a visit from a member of the
Chamber of Commerce end we showed him the facilities that
we had availeble and he appreciated that we were rather
short of space and equipment. And the equipment we
need, which costs a lot of money, will be quite useless
if we go into the question of ISD, which is International
Subscriber Dialling, There is no use in spending now
thousands of pounds to alleviate the situation which
might go on for a year or two and then scrap the lot
because of International Subscriber Dialling. What
annoys people in fact is that they say they have been
half an hour on the telephorne trying to get 95 and 00,
but redl ly usually it does not run into half an hour. It
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appears to be half an hour because you are not actually
seeing it, If you go to a doctor and you have an

“appointment at three o'clock and the doctor's. ccnsulting

rourm is full of people and you know you eare not going to
go in beforr three quarters of an hour or so, you take it
quiis celumiy. If you pick up a telephone and half a
minute later nobody is answering you, you wonder where the
guy is. And he is busy because he has only got two hands
and he has got a limited amount of equipment, Let me
assure you that we are trying to improve. The men are
working a lot of overtime, but there are no more bodies
we can put because we have not got the equipment.

I think the Honourable and Learned Mr Brian Perez men-
tioned the question of a tobacco firm being interested in
setting up a processing factory in Gibraltar. I was
involved in this because this gentleman c ame to see me on
the question of the electrical recuirements of the factory
and also gave him certain information on the water side.
He vvanted to know how much it would cost and how much he
would be able to take, and I gave him this information,
Only last February he wrobe saying that no final decision
had been made. He hinted that there was another country
involed, which was Malta, and it is a project which he has
to presen’t to his uirectors to consider whether it is
going to e Gibral.sar or Malta. The facilities have been
ofr'ered o the Corveny. The requirements that he needs
in water and electricity have been assured to him, and he
hag Jromiced to write back to me personally o¢n this
matier, Mr Perez can rest assured that we are intsrested
in ,rcviding the small irdustries in Gibraltar whick will
generate employment for our youth,

In summing up, Mr Speaker, I would like to emphasise that
I look forward to the most important things in tae history
of Gibraltar, and I refer to industrial relations, I
look forward to better understanding between mernagement
and employees based on mutuasl respect, on getting a good
day's work for a fair wage. But I warn the Honourable
Mr Bossano that “here are still certein elements in his
union who are nc’ interested in industrial peace, all they
are interazted is in their socialist ideology which is
comn-leseLy misplased in a society such as ours.

MR Hr,RAKEE

I am sure I would not be wrong if I said that Mr Isola has
been raring to go for hours now.

HON P J ISOIA:

Mr Speaker, there is one thing that I do not taink any

Horourable Member has said, ard that is that the advent
of the present Financial and Development Secretary to
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ibraltar has seen to ny mind some fairly accurate
stimating in the revenue and expenditure of &fbualbasr,
rich has 10t been epparent in his predecessors, althougl.
I &z quite sure thet ne aust have somebthing hidden dwar
somewvhere in his Estimates for a rainy day. thinl- tnat
the Revised Expenditure and Revenue Estimates for 19/7/78
and indeed the final out-turn of 1975/77, show thai the
estimating is very accurate, I certainly would like to
congratulate the Honourable Financial and Development
Secretary on that because it helps all members to address
themselves to the problems of the econony. ‘There is, I
thirk, a certein amourt of ptimism expressed by members
on the other side sbout the economy and I do not think I
can szy the same zbout the Honourable Financial and
Development Secretary. I do not think he has actually
expressed optimisu, His words have been fairly full of
caution, It does not surprise me, Mr Speaker, because
there are alarming trends in the economy.

To take the Revised budgetary position for Gibraltar for
1977/78, it appears that instead of an estimated deficit
of £921,000 it is estimated that we shall have a deficit
of £1,626,000, which brings the Consolidated Fund balance
down to £1,926,000, And then I notice, after hearing the
2ddress of the Honourable Financizl and Developme it
Secretary and of the Honouresble and Learned Chief Minister
that the Comsolidated Fund balance is expected to end up
at the end of Marcn 1979, after the increase in electri-
city, water, rent and indirect taxation that we have been
led %o believe we shall be asked to approve, we shall be
left with an estimated balance in the Consolidated Fund of
£1,5m, ’ :

HON FINANCIAL AND DEVELOPMENT SECRETARY:

If the Hon Nember will give way. I think he has got the
- figures a 1little bit wrcng. The figure of £1.9m as he
correctly quoted it, is of course the estimated balance at
the end of 1977/78. If he will recall I then said that
there was an overall improvement inmlation to 1977/78
expenditure arnd revenue combined of some £457,C00, I
then went on to make the corrections relavive te the
increased charges and also the effects of bringing parity
forward from 1 Octcber 1978, which is the basis upon which
the Bstimates are formed, to 1 July. I am making
allowances in that, of course, to supplements and what
have you, and I ended up with the figure of £1.32%m.
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