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There are two schools of thought on the real value of the Memorandum of Understanding 
("MOU") executed between the GOJ and the Civil Service Unions. The current wisdom 
suggests that limiting salary increases and guaranteeing job security through negotiation, is an 
effective way of managing growth in public sector wages. 

An emerging school of thought believes this is ineffective as the MOU builds in structural 
inefficiencies, induces underperformance, fixes costs and ultimately delays an eventual, 
inevitable and more expensive re-structuring of the civil service. 

This suggests an urgent debate on aspects of the MOU and the options available in full and frank 
consultation with the relevant parties. 

I Public Sector Pension Scheme 

The Public Sector pension costs have accelerated moving from $5.4 billion in 2002 to an 
estimated $11 billion this financial year. Unlike other pension schemes, public sector employees 
do not contribute to this retirement benefit. The full burden therefore falls on the GOJ who 
collects it from the taxpayer. This is unsustainable and prudence suggests that GOJ employees 
should contribute in some form to their future pension benefits. A contribution formula would be 
appropriate in the context of a larger consultation. 

I Use Petrocaribe funds to reduce debt costs 

Under the Petrocaribe agreement, the Venezuelan Government converts a percentage of our oil
purchases to US$ loans at 1 %. The IMF estimates the savings (if the money is used to pay down 
expensive debt) at $3 billion for this year growing at $1.5 billion every year. While this does not 
reduce debt, its impact on interest costs is considered material. 

I Debt Relief 

The UK Coalition's Jubilee Debt Campaign is planning to scale up its popular debt campaigning 
in 2008. They have been very successful in getting debt relief for Africa. With their 10-year 
anniversary approaching since they started the UK debt cancellation campaign, they have 
signalled an interest in adding Jamaica to their upcoming debt relief along with European Debt 
and Development Network ("Eurodad"), another agency interested in working on debt relief for 
Jamaica. 
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