INDEPENDENT LABOUR CAUCUS

These demands are submitted by the following admitted unions to Council:

HOSPERSA NAPTOSA NPSWU, NUPSAW, PEU, PSA, SAOU, SAPU UNIPSAWU
WAGE DEMANDS FOR 2011 / 2012

1
PURPOSE AND BACKGROUND

To provide a basis for the annual wage negotiations for employees employed under the scope of the PSCBC for the financial years 2011/12. 

In terms of clause 7 of the PSCBC Resolution 4 of 2010, the annual negotiation process should be aligned with the budget process. This implies that negotiations for 2011 should commence as soon as possible. The aim is to conclude the wage negotiations by 31 July of each year.

2
SALARY INCREASE 2011

Motivation.
In the Employer’s “Position Paper on Wage Proposal FY 2010/2011 for the Public Service”  tabled on 14 May 2010 the Employer stated that “…. it is our view that we need to ensure that the value of the salaries is not eroded. In this regard we have accordingly adopted the approach of ensuring that salaries keep pace with inflation.”(Page 3). In the light of this statement the ILC demands an inflation linked increase for 2011/2012.

This is therefore regarded as a matter of principle and it is a principle the ILC supports.

The ILC’s approach during the next round of salary negotiations is therefore to make provision for an inflation related increase (CPI). Over and above inflation and with a view to ensure that Public Servants’ salaries are in fact not eroded and taking cognizance of the following, a real increase should also be granted: 

· CPI;

· Price of crude oil, which always leads to fluctuating fuel prices and inevitably higher transport costs that do not necessarily drop when the oil price drops; 

· Power crisis in the country and the communicated high increases in electricity and services; and 

· Food prices which are spiraling out of control.

During the Medium Term Budget Policy Statement (27 October 2010), Minister Gordhan stated that he expected the CPI to remain below 6% for the next three years.  
On the other hand, South African consumers should brace themselves for electricity hikes: 

“ The National Energy Regulator of South Africa (NERSA)  announced in February that Eskom could increase its tariffs by an average of 25% in each of the three years up to 2013.”  The Sowetan 1 November 2010.

	The ILC demands that:

· For 2011/2012 the salary increase should be the projected CPI plus 5 % (real increase), together with the “safety net”  that should the actual CPI be greater than the projected CPI, the difference will be added to the annual salary adjustment in 2012.

· The implementation date in accordance with PSCBC Res 4 of 2010 must be 1 May 2011.


3
HOUSING ALLOWANCE
The issue of a fair and reasonable housing allowance for the public servants has been under discussion for decades. The PSCBC appointed a research Consultancy (Zamukulungisa), with a view to develop and determine the promotional mechanisms which the PSCBC can utilize to promote home ownership among public servants. The research covered the possibility of a fair and reasonable benefit in the light of present property values and/or cost of living and other practices regarding housing benefits that exist in the labour market.

The results from the Project were utilized to make recommendations with regard to the above. Wage negotiations however commenced before the research project could be taken to finality.

PSCBC Resolution 4 of 2010 did however attempt to redress the situation but has not concluded on the matter. Clause 4 makes provision for a process which will be enforced. 

	The ILC demands that:
· Should the process as outlined in clause 4 of PSCBC Resolution 4 of 2010 not be concluded by 31 March 2011 as the Resolution provides, that the housing allowance be increased to R1650 per month (from R800). 




4
 LONG SERVICE AWARDS (Outstanding item from Resolution 1 of 2007)
The current provisions are as follows:

· Recognition of long-service awards covers only employees who have completed 20 years and 30 years satisfactory service, respectively. 

· For 20 years an employee may discount 10 days of his/her life vacation leave, and 

· For 30 years he/she may discount 15 days of his/her vacation leave plus he/she receives a cash amount of R3000,00 adjusted annually  since 2003 in line with inflation (CPIX). The current value is R 4 320.00 and is taxable.
	The ILC demands the following:

5 years  - certificate, plus R1 000

10 years - certificate, plus R2 000 plus 2 days leave

15 years - certificate, plus R5 000 plus 4 days leave

20 years - certificate, plus R10 000 plus 6 days leave

25 years - certificate, plus R15 000 plus 8 days leave

30 years - certificate, plus R20 000 plus 10 days leave

35 years - certificate, plus R20 000 plus 10 days leave

40 years - certificate, plus R20 000 plus 10 days leave

NB The additional days leave must not expire after 18 months as in the current regulations and the encashment of leave must remain as an option.

The amount of the cash award should be reviewed annually.

NB This demand should be read together with the demand submitted by the PSA.




5
 RECOGNITION OF IMPROVED QUALIFICATIONS (Outstanding item from Resolution 1 of 2007)
The relevant clause in Resolution 1 of 2007 reads as follows: 

· The employer recognises the need to reward improvement in qualifications that are job related and will enhance performance and service delivery.

· The present system provides no real incentive for employees to improve their academic qualifications;

· To provide the respective sectors with criteria / principles pertaining to the relevance and approval of qualifications.

	The ILC  position is that:

· This item should be referred to the relevant sectors for finalization,

· Appropriate criteria would be:

· The qualification should be in an approved course of study

· The improved qualification should result in an improved REQV

· Improvements in qualifications should be rewarded with a salary adjustment (notch increase). Each sector to determine the number of notches in accordance with their OSD / objectives.
NB. This demand should be read together with the demand submitted  by the PSA.




6
MEDICAL SUBSIDY
The ILC remains firmly of the view that it is unfair and unreasonable for the employer to refuse to adjust the medical subsidy (for open schemes) of R1014.00 per month. It is against this background that parties should ensure full implementation of clause 5 of PSCBC Res 4 of 2010.
In this regard the ILC contends as follows:

· The discriminatory paragraph was inserted as a transitional measure to enable GEMS to achieve economies of scale. GEMS has grown beyond all expectations, and has subsequently achieved the level of critical mass.

· That in actual fact we are still in a period of transition. Therefore, there is a clear need to manage the transitional period in a more reasonable and fair manner. A point which the Minister conceded.

· There is no real financial implication as the employer has repeatedly stated the should the affected employees join GEMS, and they qualify for the maximum subsidy, the employer will pay the subsidy, i.e. as the employer has already budgeted for these subsidies (that all employees are entitled to belong to the most expensive GEMS option).

· That when the GEMS agreement was concluded (CA 1 of 2006), the employees who were members of other medical schemes were exercising a legitimate condition of service. They are still entitled to exercise such a discretion, but with the disadvantage that they are seriously discriminated against.

· The subsidy has remained constant at a maximum of R1014 pm for more than 9 years. The implication is that members of other medical schemes are now being unfairly penalised because they exercised a legitimate discretion. 

	The ILC demands that:

· Should the employer fail to meet the demand for equal medical subsidies as submitted by Labour during the 2010 / 2011 negotiations,  the Employer’s contribution for all employees and former employees (post retirement subsidy) shall be adjusted annually in line with medical inflation. 

· The ILC further repeats its demand for an  equal medical subsidy for all employees on the same basis as the subsidy payable to GEMS members. 

NB This demand in so far as it relates to former employees ( post retirement medical funding) must be read together with the separate demand for “Post-Retirement Medical Aid Subsidy”




7.
 POST RETIREMENT MEDICAL AID SUBSIDY. (Outstanding item from PSCBC) 
PSCBC Resolution 1 of 2006, clause 8.2 reads as follows:
The employer undertakes to investigate the provisioning of post retirement medical subsidy and revert to the PSCBC by 01 April 2007 for negotiations

The employer has not reported to the PSCBC on their investigations, hence the ILC submits the following motivated demand.
Pensioners face a set of dynamic financial factors which impact on their medical expenses:

· pensioners are living longer 

· the need for medical care increases with age 

· medical expenses increase owning to inflation

· the proportion of a pensioner’s income spent on medical services increases over time
· pension increases are less than public service cost of living increases.

7.1  Inflation and the medical subsidy
It is common knowledge that pensioners’ medical costs increase as they age. Many pensioners are unable to afford the ‘top’ packages in their schemes due to the exorbitant costs. This fact has led them to take out other medical policies (e.g. Gap Cover and Hospital Plans) an attempt to ameliorate the effects of a decreasing income relative to rising medical costs. The tables below illustrate this point in more detail.
The following extract from Personal Finance captures the essence of the challenge facing pensioners:
“When increases in medical scheme contributions outstrip inflation but your income does not keep pace with them, you will in a few years be spending a much greater, and potentially unsustainable, portion of your income on healthcare cover.

Over the past 10 years, inflation has averaged 5.9 percent a year, while increases in scheme contributions have been at least 3.1 percentage points higher, at an average of nine percent a year, John Anderson, the head of national consulting strategy at Alexander Forbes, says.

The average annual contribution increase of nine percent is based on data from the Council's annual reports, using schemes' total contribution income divided by the total number of principal members. The nine-percent annual average increase is in line with the annual average healthcare inflation rate of 8.7 percent over the past 10 years to the end of 2008 as determined by Statistics South Africa.” (Personal Finance 4 September 2010. www.persfin.co.za)

Over the past ten years the Council for Medical Schemes has endorsed the CPI + 3% as a “guideline” or appropriate benchmark for medical inflation.
The subsidy of R1014 has not been increased from 1 April 2001 when it was first implemented and the maximum subsidy of R1014 has now become totally inadequate.
Table 1 below sets out the increases that should have been applied to the subsidy over the past nine years. Two adjustments have been calculated 1) an adjustment for CPI and 2) an adjustment for CPI plus medical inflation of 3 % p.a.

Table 1 Subsidy adjusted for CPI and CPI plus medical inflation
	
	Subsidy adjusted for CPI
	
	Subsidy adjusted for CPI plus medical inflation of 3% pa

	Year
	CPI
	Subsidy adjusted
	PA
	Loss pa
	
	CPI +3%
	Subsidy adjusted
	PA
	Loss pa

	
	
	CPI
	
	
	
	
	CPI +3%
	
	

	2001
	5.8
	1014
	12168
	0
	
	8.8
	1014
	12168
	0

	2002
	9.1
	1106
	13275
	1107
	
	12.1
	1137
	13640
	1472

	2003
	5.8
	1170
	14045
	1877
	
	8.8
	1237
	14841
	2673

	2004
	1.4
	1187
	14242
	2074
	
	4.4
	1291
	15494
	3326

	2005
	3.4
	1227
	14726
	2558
	
	6.4
	1374
	16485
	4317

	2006
	4.6
	1284
	15404
	3236
	
	7.6
	1478
	17738
	5570

	2007
	7.2
	1376
	16513
	4345
	
	10.2
	1629
	19547
	7379

	2008
	11.5
	1534
	18412
	6244
	
	14.5
	1865
	22382
	10214

	2009
	7.1
	1643
	19719
	7551
	
	10.1
	2054
	24642
	12474

	2010
	5.3
	1730
	20764
	8596
	
	8.3
	2224
	26688
	14520

	
	
	
	
	
	
	
	
	
	

	Total loss
	
	
	
	37587
	
	
	
	
	61945


Table 1 above illustrates the loss that employees and pensioners have suffered over the years owing to the fact that the medical aid subsidy has not been increased. Employees have lost an accumulative amount of R61 945 if the ‘benchmark figure of CPI +3% is calculated or R 37 587 had the increase been confined to the CPI.  
The medical aid subsidy should, in 2010, be R2 224 per month, adjusted for CPI plus medical inflation.

7.2 Increase in Medical Aid Premiums and member contributions
The point made above about medical inflation being CPI plus 3% is reinforced when one considers the increases in premiums of the Medical Aid Schemes. All schemes, including GEMS, have increased their premiums over the past decade. 
Example. GEMS: a principal member with one dependent on the Emerald option. (The Emerald option has been chosen as this is the most popular GEMS option). Refer to table 2. 
Table 2 GEMS increases (2007/8 to 2009/10 – a period of three years)
	Year
	Premium
	% Increase
	
	Subsidy
	% Increase
	
	Member

Contribution
	% Increase

	2007/8
	1700
	
	
	1060
	
	
	640
	

	2009/10
	2388
	40.5%
	
	1340
	26.4%
	
	1048
	63.8%


Over a period of three years, the increase in the premium was 40.5%, while the subsidy increase was 26.4%. 
The result of the premium increase and the failure of the subsidy to match the premium increase is that the ‘out of pocket’ contribution by the member has increased by 63.8% (or R408.00 per month in this example)
7.3 Salaries, Pensions and cost of living increases.
Employees lose a significant percentage of their income on retirement. To illustrate this fact, two examples are given. 
Both employees retire at the end of 2009, at age 60 with 35 years service:

· Employee A retires with an average salary of R12 000 per month

· Employee B retires with an average salary of R17 000 per month

Table 3 The loss of income on retirement
	
	Salary pm 

2009 
	Pension

2010
	Loss in Rands
	% Loss

	Employee A
	R12 000 pm
	R7 636 pm


	R 4 364
	36%

	Employee B


	R17 000 pm
	R10 818 pm
	R 6 182
	36%


Over and above the loss of income on retirement, the annual increase that pensioners receive is less than the cost of living increases granted to public service employees. Refer to table 4 below
Table 4 Salary, pension and other increases 2008 to 2010
	
	2008
	2009
	2010
	Total

	GEPF pension*
	7.3 %
	10.3 %
	5.9 %
	23.5 %

	PS salaries
	10.5 %
	11.5 %
	7.5 %
	29.5 %

	CPI
	11.3 %
	7.1 %
	4.6 % (estimate)
	23.0 %

	Medical CPI
	14.3 %
	10.1 %
	7.6 %
	32.0 %

	GEMS (average)
	13.5%
	13.5 %
	13.5 %
	40.5 %


* The so-called “catch-up” has been included
The statistics provided in Table 4 highlight the fact that pensioners are at a distinct disadvantage when cost of living, inflation and medical increases are considered.
The disadvantage suffered by pensioners is even more distressing when the comparisons are taken from 2001, the date on which the medical subsidy was last increased.

7.4 Summary

The brief overview of financial factors impacting on pensioners applies equally to pensioners on GEMS and those on “open schemes”.

The following should be noted:

· The adjusted subsidy  demanded should apply to pensioners on open schemes and as well as GEMS

· The demand as set out below will equalise the subsidy paid to members of open schemes and GEMS

· Although the proposed subsidy exceeds the tax cap, from age 65 pensioners receive an additional tax benefit i.t.o. medical expenses which will neutralize the effect of the tax cap

· GEMS will remain a more attractive option owing to the fact that i.t.o. GEMS rule 4.21.3 members qualify for a reduced premium on retirement.

	The ILC demands  that:

· The medical aid subsidy for all pensioners (on open schemes and GEMS) be de-linked from the medical subsidy for employees
· The maximum medical aid subsidy for pensioners be increased to R2 224 per month. 

· The existing formula for the calculation of the medical subsidy (for open schemes) to apply (2/3 or maximum of R2224).
· The medical aid subsidy for pensioners be increased annually by the CPI + 3%




8
QUALIFYING PERIOD FOR EMPLOYEES TO RECEIVE A MEDICAL AID SUBSIDY ON RETIREMENT TO BE REDUCED.
Annexure 1 of PSCBC Resolution 1 of 2006 lists the benefits for eligible former employees. The criteria for eligibility should be relaxed. The relevant clauses are: A (i), (ii) and (iii)
	The ILC demands that:

The criteria for the granting of a medical aid subsidy should be relaxed  and that the qualifying period of 15 years (which includes broken years service) service be reduced to 10 years (broken years service included)




9
PAY PROGRESSION (Non OSD employees)
Pay progression measures should at least provide for 3% difference between the salary notches for those employees who are not covered by the revised occupational specific salary structures. 

In addition, various National and Provincial departments are implementing the performance management and development system differently. This is the cause of many grievances across the public service. 

A uniform performance management and development system should also be developed and negotiated in the Council, with a view to implement it with effect from 1 July 2011.

	The ILC demands that:

· Pay progression measures for non-OSD employees should provide for 3% difference between the salary notches.




10
GRADE PROGRESSION (Career-Pathing – Non OSD Employees)
Many Occupational groups in the public service could, prior to 1 July 2001, progress from one salary level to the next higher salary level upon completion of 2 years, 2½ years , and 3 years service subject to exceptional, above average and satisfactory performance assessment, respectively. These provisions however fell away in 2001.

With the introduction of the revised salary structure of the Public Service in 2009, career paths were reintroduced but the agreement as set out in PSCBC Resolution 3 of 2009 still set unreasonably high qualifying periods of between 15 and 20 years to advance to higher levels. These periods should be reduced to between 3 and 5 years.

The Resolution also stated clearly in par 4.2 that the agreement shall be reviewed in 2011 by the parties to PSCBC so this is the appropriate time to deal with this demand.

	The ILC demands that:

· Salary progression periods be reduced to 3 and 5 years respectively.



11
THRESHOLD FOR OVERTIME CALCULATIONS 

In terms of clause 9.2 of Resolution 1 of 2007, the highest threshold for the calculation of overtime rate is R122 841, which is the equivalent of the minimum salary notch of salary level 8.

	The ILC demands that:

· the threshold be removed, and that the overtime rate be calculated on the basis of an employees’ salary notch. Failing which, the highest threshold must be the minimum salary notch of salary level 10. 




12
 DANGER ALLOWANCE
Danger allowance was an item in the 2007 Resolution and the said Resolution allowed for the inclusion of additional items i.t.o. Clause 7.1.4. “Any additions to the occupational categories identified in Annexure A shall be the subject of negotiations.”

Clause 7.1.4 is open ended and places no time restriction on further additions to the list in 
Annexure A. 
	The ILC demands that:

· in terms of  PSCBC Resolution 1 of 2007, clause 7.1.4. and with specific reference to Annexure A, clause 1 that  the danger allowance be extended to “all employees (Public Service Act appointees and educators) employed at places of safety, youth care centres, child care schools, reform schools and schools identified as ‘dangerous’, mine inspectors, Immigration Officers and others who may be identified in the future



13
CREATION OF DECENT JOBS
In the consolidated labour demand submitted in 2009, labour demanded the creation of ‘decent jobs” for police reservists, home-based care workers, Early childhood Development (ECD)  and ABET practitioners. 

The concept of ‘decent work’ is used by the International Labour Organisation as well as other labour related organizations. According to the ILO the following characteristics have been attributed to the concept of ‘decent work”:

· it is productive and secure work 

· it ensures respect of labour rights 

· it provides an adequate income 

· it offers social protection 

· it includes social dialogue, union freedom, collective bargaining and participation 

(Refer to www.ilo.org )

The notion of decent work comprises a fair job, adequate pay, social protection, trade union rights and non-discrimination. (Refer to www.decentwork.org  )
Other organizations have explained the concept as follows: 

“When applied to jobs, decent has a variety of meanings, depending on who does the interpreting. A highly qualified university graduate would reject physical labour. The standards for decent jobs set by labour unions are based on wages, working conditions and other minimum criteria they have negotiated for their members with employers. Anything less is not seen as decent.

A desperate person, especially one who has been unemployed for a long time, will have a different perspective of decent work. Money to buy food for the family is likely to be a first objective, then clothing, shelter and so on. 

As long as the job is tolerable, desperate people are prepared to accept any job that enables them to obtain as many of their priority items as possible. 

Understandably, labour union leaders are determined to set the highest standards they can achieve when defining what constitutes a decent job. They hammer out the details: minimum wages, working conditions, hours of work, overtime pay, leave periods and more, mainly with large employers which generally prefer to negotiate with unions rather than individuals.”

(Refer to www.freemarketfoundation.com )
	The ILC demands that:

The principle of “decent work” be adopted be the PSCBC for police reservists, home-based care workers Early Childhood Development and Adult Basic Education  practitioners and that these categories of employees be referred to the relevant sectoral councils for the negotiation of their specific conditions of service.





14
PENSIONS
PSCBC Resolution 12 of 2002, par. 3.5 dealing with Pensions reads as follows:

Guaranteed minimum annual pension increase with effect from 1 April each year. The increase shall be equal to at least 75% of the percentage increase in the Consumer Price Index (All items) over the previous year, together with additional increases annually with effect from 1 April of each year to those pensioners whose annuities are less than the minimum level.
	The ILC demands that:

· The annual increase should be 100% of the percentage increase in the Consumer Price Index (All items) over the previous year, together with additional increases annually with effect from 1 April of each year to those pensioners whose annuities are less than the minimum level.
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………………………………….
Signed by the Chairperson of the ILC obo the following admitted unions to the PSCBC:
HOSPERSA
NAPTOSA 
NPSWU

NUPSAW 
PEU

PSA, 
SAOU 
SAPU 
UNIPSAWU
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