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Israeli danger

Israel has been campaigning for some capitalism’s values.
time for a line to be drawn after systematically abused was exposed by Les Masters in
which the US/NATO/UN should the South Gloucestershire Safeguard- his, “LIBOR and
ing Adults Board report. other banking
The Serious Case Review stated, scandals” exam-
“Castlebeck Ltd (the private equity ines the falsifica-
owners of Winterbourne View) appears tion of the
to have made decisions about prof- London Inter-
itability, including shareholder returns, Bank Offered Rate
over and above decisions about the ef- (LIBOR) and
fective and humane delivery of assess- how, by manipula-
ment, treatment and rehabilitation.” tion, it “could net
The British Equity and Venture a couple of million
Capital Association presents itself as dollars” for some bankers and, may
“maintaining a reputation for good well, have adversely affected many
quality of care”. The smokescreens of not so rich retail bank customers.
take military action against Iran. ‘quality service’, ‘customer care’ and The author also discusses money

Israeli pressure includes the threat other managerial mumbo jumbo only laundering, the deregulation of the
that it may take unilateral action. partially mask the underlying profit banks and the financial sector,

The Zionist state has been less motive. Thatcher’s council house sales, the
vocal on Syria but no less active. It is ‘sub-prime’ sector, the encourage-
involved in the attempt by NATO Capitalist values ment of domestic credit, and the
supported rebels to effect regime- Brian Durrans in his article, “Capitalist boom in commercial credit with the
change in Syria and remove an ally values: two eighteenth century scep- creation of so-called “securities”.
of Iran. Noah Tucker in his article, tics” looks at the Captain Cook (pic- The article concludes that “Capi-
“Israel: wars in Libya and Syria”, tured) and Joseph talists do not care where their profits
exposes the use of Israeli military Banks encounter come from ... ‘Money does not
supplies in the bombing of Libya last with Aboriginal smell’, as the Roman Emperor Ves-
year and its active interest in the Australians and re- pasian is reported to have com-
conflict in Syria. flects on how these mented on the income derived from

two men questioned “a urine tax.”
The vultures are circling the values being
Much of Mitt Romney’s (pictured) produced by early London Olympics
considerable wealth comes from Bain capitalism such as The private sector contributed only
Capital, the private equity company, “the consumption 2% to the budget for the Olympic
referred to in the article, “The Vul- of luxuries rather Games, reports Pat Turnbull in her
tures are circling”. than the production review of

As Frieda Park of necessities”. the Games
outlines, “In 1992 As he points out, these were men but Big
it (Bain Capital) who harboured reservations about so- Business
bought American called “European civilisation” brought made sub-

Pad and Paper. into sharp relief by their encounter stantial
Bain invested with the aborigines. profits.
$5million in the In William Blake’s poem, London we Coca-
company and find another example of a critical view Cola, Mc-
made $107million of early capitalist society. Donalds,
in dividends. Blake’s damning poetic critique is Cadbury,
American Pad and analysed by Simon Korner and is as Heineken,
Paper went bank- pertinent today as when written in BAE,
rupt in 2001. 1792. William

Private Equity in Britain is keen to The values and ideas developed and Hill the
make greater inroads into the health lauded by capitalism such as that of in- bookmaker were just some of the Big
and care industry. Health and care dividualism, competitiveness, con- Businesses which made a killing.
represents 11.1% of UK GDP and so sumerism, avarice and greed are all too Small local businesses lost out, many
is eyed by private equity as a very lu- evident in today’s capitalist world. of the jobs created for the Games
crative market. were only temporary and some 5000

The scandal of the private health Bankers jobs were moved out of where the
company, Winterbourne View, where Reflecting the dominance of finance Olympic Park lies.

people with learning disabilities were capital, bankers have come to most
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LIBOR and other banking scandals

LIBOR and other
pbanking scandals

Hot on the heels of the credit crunch, the ongoing credit
squeeze and lurid tales of bankers’ bonuses, the British bank-
ing sector finds itself sinking into a new quagmire of scandal.

By LESLIE MASTERS

Scandal is nothing new to the financial
sector: the frequent unmasking of
“rogue traders” - like Bernie Madoff in
America - from which at least one bank
operating in this country, J. P. Morgan
Chase, is thought to have benefitted, via
interest and fees, to the tune of $1 bil-
lion; the sweetheart agreement on taxes
between Goldman Sachs and high-level
officials of the Inland Revenue; and the
mis-selling of PPIs and endowment
mortgages.

Three British-based banks have
been punished recently by various regu-
lators for rigging interest rates (Barclays
Bank) or money laundering (HSBC and
Standard Chartered).

Barclays were found guilty of rigging
LIBOR, the London Inter-Bank Offered
Rate. This is a series of interest rates
posted by the British Bankers’ Associa-
tion, covering ten different currencies,
and repayment periods between one day
and a year in length. The rates are cal-
culated by averaging submissions from
member banks as to what interest they
would expect to pay if they borrowed
money from other banks.

As such, the rates are, in part, a meas-
ure of the health of the financial sector:
submitted estimates are high when confi-
dence is low, and vice versa. Barclays were
found to have submitted unrealistically
low estimates during and after the 2008
credit crunch, in order to make themselves
appear healthier than in reality.

But LIBOR is about more than just
the perceived health of the finance sec-
tor. Worldwide, around $350 trillion of
financial derivatives are linked to one or
other of the LIBOR rates, so changes in
the latter affect the price at which these
derivatives are traded. Barclays were also
punished because, among other things,
their traders obtained advance notice of
submitted estimates, allowing them to
tailor their trading patterns more prof-
itably. The bank itself also adjusted its
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submissions to profit from derivatives
trading: one trader estimated that a
0.01% change in LLIBOR (either way)
could net a “couple of million dollars™.

"This falsification of Libor affects more
than just derivative trading; mortgages,
loans, and other “retail” financial prod-
ucts often have their interest rates tied
to this marker. Just how many retail cus-
tomers of the financial sector have been
adversely affected by an artificially high
LIBOR is unknown.

Money Laundering

HSBC have been punished for two
different counts of failing to prevent
money laundering through their opera-
tions. In the USA, they were found to
have allowed Mexican drug cartels, a
Saudi Bank linked to al-Qaeda, and var-
ious countries on the US hit-list (in-
cluding Iran and Syria) to launder
billions through its branches in the
USA, Mexico and the Caribbean.

This was not simply failing to stop
money laundering, but actively collud-
ing in it. For instance, a US Senate re-
port showed that HSBC’s Mexican
subsidiary transferred $7 billion into the
bank’s US subsidiaries, knowing in ad-
vance that much of the money was con-
nected to drug cartels.

Much of the money was transported
in HSBC’s own armoured trucks as was
money from “rogue” states, also known
at the time of the transfers. HSBC was
fined in Spain, under money laundering
regulations, for operating “opaque”
bank accounts for wealthy businessmen
and professional footballers.

The scale of the punishment was much
smaller than that imposed by the US au-
thorities, as was the scale of the opera-
tion (about £40 millions). HSBC denied
any wrongdoing in the Spanish case.

Standard Chartered have also been
punished (by the US) for laundering
money from “rogue” state, Iran. The

bank denied any “wrongdoing”, but not
its relationship with Iran — its actions
were illegal only in US, not interna-
tional, law. That point was made force-
fully by a now senior director at the
bank at the time the “illegal” trading
was taking place. When warned by an
American colleague that the bank faced
serious consequences because of the
trades, he is reported to have replied,
“You fucking Americans! Who are you
to tell us, the rest of the world, that
we’re not going to deal with Iranians?”

In all three cases, if the bank did not
deny any wrongdoing, the perpetrators
were always (or mostly) rogue individu-
als, or staff no longer at the bank. This
has ever been the cry whenever evidence
of malpractice has come to light at the
banks, from the 1990s onwards.

In reality, the problem is institutional,
not individual, and developed partly
from the same roots as the factors that
made the last financial crisis so much
worse than those that preceded it — and
partly from capitalism itself, directly.

This is quite clear: none of the three
cases highlighted above is an isolated in-
stance. During the investigations into
Barclays Bank, evidence came to light of
collusion between BBA banks to mark
LIBOR up or down, depending on
which was the more profitable.

Bank of America, Citigroup (Citibank)
and the Union Bank of Switzerland were
all implicated in LIBOR manipulations,
and Stephen Hester, CEO of the Royal
Bank of Scotland, admitted recently that
RBS was likely to face punishment for
the same thing.

As for money laundering, this has
been an ongoing problem for many
years. The Financial Action Task Force
was established by the then-G7 coun-
tries to establish international counter-
measures to deal with the problem. How
successful it has been — certainly in re-
lation to British banks, can been seen
from a report on the question last year
by the Financial Services Authority, the
British financial regulator.

It reported that there has been little
change in the “culture” of the financial
sector since 2001, when 15 City corpo-
rations were politely admonished for



LIBOR and other banking scandals

London’s Canary Wharf financial district.

their dealings with the Nigerian dictator
Sani Abacha. According to the report,
banks ignored allegations of criminality,
even from the most credible sources.

Others claimed to have run the rele-
vant checks, but failed to spot credible
allegations of criminality which could
have been uncovered simply by
Googling. Allegations against potentially
corrupt foreign politicians were dis-
missed on the grounds that they had not
actually been found guilty of anything.

In either case, the motivation was
profit. Changes to LIBOR meant millions
from the derivatives trade, or an appear-
ance of health which attracted lucrative
custom. And money laundering brings
huge profits from interest and fees.

This, of course, is the basis of the
“culture” of the finance sector (or any
other sector of capitalism), and the con-
text in which “rogue traders” should be
considered. Their institutions as such
took high risks — but these risks were em-
bodied in the individuals who took the
day to day trading decisions. Small won-
der that, like any other kind of gambler,
some got addicted.

Deregulation
The factor that made the financial crisis
that broke out in 2008 worse than its
predecessors was the ongoing deregula-
tion of the banks and financial sector.

This process was driven by the accu-
mulation of surplus capital in the sector
which could not be invested in existing
channels — and which channels became
smaller after the Third World lending
spree blew up in its instigators’ faces.

Then, banks were encouraged to lend
heavily to penniless Third World countries
to provide them with the funds to pay for
expensive Western weapons systems, the
purchase of which was often a prerequisite
for the receipt of Western “aid”.

Since then, deregulation of the finan-

cial sector has opened up new channels
for investment, new groups of people to
milk for profit. Finance capital broke the
shackles that had begun to restrict its
employment.

Thatcher’s council house car-boot sale
was an early example of this. Limitations
on mortgages meant many council house
tenants could not afford to buy a house
at the then-current restrictions. Those
restrictions remained in place at the time
council houses were sold off — they were
obviated by selling the houses to their
tenants at bargain prices. Much like
everything the Tories sold off.

Those suckered on to the “property
ladder” were kept there by the enormous
difference between the price they paid for
their council houses, and the market price
when they sold them; market prices
pushed up by the addition of these former
tenants to the private housing demand.

Tax-relief on mortgages (MIRAS, and
other schemes) also helped in this re-
spect. In the meantime, mortgage re-
strictions were progressively relaxed,
allowing more low-income households
(the “sub-prime” sector) to be preyed
on. Domestic credit developed along
similar lines, making overdrafts, bank
loans and credit cards available to poorer
and poorer households and individuals.

Commercial credit also became easier
to obtain — again, often with government
help. Start-up credit for small businesses
was a case in point, with various schemes
being introduced to encourage banks to
lend to would-be “entrepreneurs” without
becoming too exposed when the almost-
inevitable happened and the businesses
folded (which the majority did).

That is, as with mortgage tax-relief
schemes, the public purse took the
strain. Now, the government has backed
itself into a hole (with its deficit-reduc-
tion programme), and is reduced to fee-
ble exhortations to the banks to

encourage them to lend money to small
businesses. But the biggest boom in
commercial credit was within the finan-
cial sector itself, as the reduction in the
level of regulation allowed finance
houses to do more or less as they pleased
amongst themselves.

The most obvious example of this was
the creation of “securities” based on
sub-prime debts. The creation of instru-
ments based on debt is nothing new in
itself - they allowed one bank to “lay-off”
(to use the bookies’ term) their risks to
other institutions, sharing both risks and
rewards. It also gave the bank more cap-
ital to lend, earlier, rather than having to
wait for debt repayments and interest to
trickle in.

It was almost inevitable that finance
houses would try to lay-off risks from
sub-prime borrowers. The “sharp prac-
tice” came in selling the packaged debts
as “securities” — a term usually reserved
for low-risk, low-yield investments.
Lending to low-income borrowers was,
by definition, high-risk, since this was a
group that — even in the best of circum-
stances — was on the verge of defaulting.

Money does not smell

Finally, thrown into this mix as a com-
plicating factor is US foreign policy.
Standard Chartered and HSBC were
both punished (the latter only in part)
for trading with countries deemed
“rogue states” by Washington.

In most cases, this is a unilateral deci-
sion by the United States, aimed at ad-
vancing the interests solely of US capital.
These banks could only be punished by
the US authorities because they had op-
erations based in the US — just as, previ-
ously, companies could only be punished
for the “crime” of trading with Cuba
because they had US subsidiaries.

For capitalists, such restrictions are a
complication, restriction of free trade,
tolerated (in this case, by US capital)
only if the expected rewards (following
the collapse of the target government)
are likely to be greater than those lost to
the sanctions.

Capitalists do not care where their
profits come from, nor should we expect
them to. “Money does not smell”, as the
Roman Emperor Vespasian is reported
to have commented, on the income
derived from a urine tax.

It is a measure of the subservience of
the world’s other major financial centres
to US capital that few voices have been
raised in defence of Standard Char-
tered’s Iranian trades. The only criticism
so far has been of the recently-founded
New York financial regulator, for “jump-
ing the gun” and punishing the bank
ahead of the federal regulators.

Autumn 2012 The Socialist Correspondent 5



Rail franchise: greed, corruption and farce

Rail franchise:

greed

corruption and farce

The case for nationalising the railways in Britain is stronger
now than ever, with the latest farce over the First Great

Western franchise.

By SIMON KORNER

Three senior civil servants are accused
of failing to take account of inflation and
rises in passenger numbers in their
calculations that led to the award of the
franchise to First Group.

The lucrative contract has now been
re-allocated to Richard Branson’s Virgin
Trains for at least 9 months, after the
decision to award the 13-year franchise
to First Group was overturned by in-
coming Transport Secretary Patrick
McLoughlin.

Once Virgin’s new contract runs out,
two more competitions for the franchise
will be held - first for a temporary (two
year) contract, and then for the longer-
term franchise. The cost of this mas-
sively wasteful process rises further with
the Department for Transport’s decision
to pay £40m to compensate the
thwarted bidders of the failed tender
process.

The RMT’s Bob Crow called the
arrangement “a shabby deal that will
enable them to rerun the whole fran-
chise fiasco in a year’s time.” He called
for the West Coast franchise to be taken

Sir Richard Branson
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over by the government — as the East
Coast franchise has been, after first Sea
Containers and then National Express
dumped their contracts just before they
were due to make huge payments at the
end of the contract terms. Both firms
had initially placed unrealistically high
bids to secure the contract — just as First
Group did with the West Coast fran-
chise — and were happy to pay out the
small penalty for reneging on the deal.

Virgin, which has run the West Coast
franchise since the 90s, fought hard to
regain it from First Group, and Branson
succeeded in casting himself in the role
of victim, taking the case to a judicial re-
view and on to a hearing in the House
of Commons.

But Virgin is no victim, having made
£200 million from rail privatization,
with a poor record of service provision
— high fares and overcrowded trains. At
the TUC conference this year, Manuel
Cortes, general secretary of the TSSA
union, said: "When you look at the very

public spat between Branson and First
Group over the West Coast line, you
wonder what's behind it. It's not the
service for passengers but maximising
the profits that they are going to make."

Altogether £1.2 billion a year of tax-
payers’ money has been spent on subsi-
dizing the privateers. The public money
wasted — on taking over the abandoned
debts, on duplicating services across dif-
ferent companies, on paying sharehold-
ers dividends — could go to cut fares by
18%. Meanwhile, genuine private in-
vestment in rail is estimated at barely 1%
of the total funding of the railway.

Britain’s railways are the most expen-
sive in Europe — where railways are still
largely in public hands — with many
commuters spending 15% of their in-
come travelling to and from work.
Protests over plans for an average 6.2%
rise in rail fares have been brushed
aside.

Nationalising the railways needn’t cost
anything, if the rail franchises are taken
over at the end of the contract periods.
And, apart from freight, it can also be
done under EU law.

Whether the civil servants are to
blame — and the revolving door between
industry and state employees clearly fa-
cilitates corruption — it is the inefficiency
and greed of a system operated for
profit that is the real culprit.

Bob Crow
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Israel: the wars In
Libya and Syria

At least one of the NATO states involved in the 2011 war _ As well as from Israel, the Danes also
against Libya used ‘smart-bomb’ components specially glnported munitions from the USA and

. olland during the seven month war.
imported from Israel to bombard that Arab country. The Isracli munitions referred to in
the Danish Air Force report were de-

By NOAH TUCKER scribed as parts for precision bombs.
The recently revealed information has
Information on the use of Israeli that the extent of caused some confusion in Denmark,
weaponry against Libya was contained NATO bombing where politicians who were the respon-
in a report released by the Danish Air of Libya was so sible government ministers at that time
Force Tactical Command following a high that Den- have denied giving specific authorisation

Freedom of Information Act request, mark ran out of to obtain Israeli materiel.

and has since been confirmed by ammunition for its The Danish newspaper, Politiken,
General Peter Bartram (pictured), who military jets and which had made the Freedom of Infor-
is head of Denmark’s armed forces. therefore needed mation Act request, reported: “Then
Denmark was one of the founders of the to acquire more Defence Minister Gitte Lillelund Bech
North Atlantic Treaty Organisation materiel. Danish says she was told that the Danish con-
(NATO) in 1949 (see picture). F-16  warplanes tingent lacked munitions and gave the
The Danish justification for deploying flew 600 missions and dropped 923 pre- green light to purchase or borrow from
Israeli military supplies against Libya is cision bombs on Libyan targets. the Netherlands and Poland. She said,
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24 August 1949, inside the Oval Office of the White House. US President Truman (seated) signs the document
implementing the North Atlantic Treaty in front of ambassadors and diplomats from the US, the UK, Denmark,
Canada, Norway, France, Portugal, the Netherlands and Italy.
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Israel: the wars in Libya and Syria

‘But I never heard anything about Israel
in that connection. Nothing at all.” The
foreign minister at the time — Lene Es-
persen — was not asked either. Esperen
said, ‘As foreign minister I was not aware
of the weapons used by the defence
forces, nor where they came from.’

The newspaper also reported the com-
ments of Defence Chief Peter Bartram:
“The military does not carry out foreign
policy. What we do with other countries
is approved at the political level.”

Asked why Israel was contacted for
supplies, Bartram says the supplies were
hard to find. “A fighter is not just a
fighter. There are different configura-
tions. And not all countries have pre-
cisely the type of ammunition relevant to
Danish aircraft. So only a certain group
of countries are relevant,” Bartram says.

For its part, NATO did not admit
having a role in the Danish decision to
use Israeli munitions against Libya:

Although Israel has been a NATO
partner for many years, NATO denies
that the political approval claimed by
General Bartram came from NATO.

“NATO plays no role at all in con-
nection with the purchase or borrowing
of ammunition from Israel. It is a bilat-
eral issue between member and partner
countries,” a centrally placed NATO
source says.

However, for top military decision
makers there is something of a revolving
door between the Danish Armed forces
and NATO.

General Peter Bartram, who was ap-
pointed Chief of Defence in Denmark in
March 2012, had at the time of the war
against Libya been serving as assistant
chief-of-staff at the NATO Allied Com-
mand, a post based in the USA. General
Knud Bartels, who was Denmark’s Chief
of Defence during the war, has since
taken up the post of Chairman of
NATO’s military committee.

It may also be noted that the report on
the military campaign against Libya re-
leased by the Danish Air Force Tactical
Command was heavily redacted.

The content of this classified informa-
tion, which is presumably of an even
more sensitive nature, can only be spec-
ulated on. As remarked in the article in
Politiken, Israel although not a NATO
member is an official partner of the
Western military alliance, and there is
deep cooperation between NATO and
the zionist republic.

Israel’s main foriegn suppliers for
weaponry, which it uses to occupy Pales-
tine and the Syrian Golan Heights as
well as threatening the region with its nu-
clear arsenal, are of course the NATO
states, principally the USA, Germany,
Britain, France and Italy.

In addition there is extensive direct
military cooperation; for example as re-
ported by the Israeli newspaper Haaretz
on 11th October 2012: “Admiral James
Stavridis, NATO supreme commander,
is scheduled to visit Israel in two weeks
at the height of a joint exercise carried
out by the Israeli and U.S. armies.
American forces participating in this
drill, Austere Challenge 12, have already
begun to gather in recent days. The
training exercise will be based in south-
ern Israel, on Israel Air Force bases and
various firing ranges.Some 1,500 US
servicemen are expected to take part in
the drill - about 1,000 fewer than origi-
nally planned, but still more than in pre-
vious joint exercises.”

Israel and NATO against Syria
Israel and the NATO countries also have
common interests in intensifying the
conflict in Syria.

The ‘Jewish state’ is careful not to take
a too prominent (in public) international
role in support of the foriegn-sponsored
civil war in Syria; this would be self-de-

feating, particularly as it would embar-
rass the Arab Gulf kingdoms and anti-
government forces within Syria.

However, the Israeli establishment has
made sure to let its supporters at home
and abroad know that Israel has an
active policy.

This is not merely to severely weaken
Syria, but to achieve regime change
against the government of Bashar al-
Assad (pictured). Some of the reasons
for this were outlined in an interview
with the former
Israeli National
Security Advisor
Efraim Halevy
conducted  in
February 2012
by the Los Ange-
les  Times and
reprinted in the
Ferusalem  Post:
“Instability  in
Syria poses stark
security risks for
Israel, but it also
offers a chance
to deliver a
| stinging blow to
Iran's  regional
ambitions and
even its nuclear
program, Israel's
former national security advisor says.|...]
Efraim Halevy, who also led the Mossad
spy agency from 1998 to 2002, believes
Israel should also focus on exploiting the
opportunity to strike Iran politically and
diplomatically through the fall of Syrian
President Bashar Assad, a staunch ally of
Iran [...] Halevy, now a leading intelli-
gence analyst here, said Israel should
start to look at Iran and Syria as two
sides of the same problem.”

In the interview, among the motiva-
tions for which was very likely to signal
to Jewish, Christian and business sup-

Part of a group of six Palmaria heavy how-
itzers of the Gaddafi forces, destroyed by
French-NATO airplanes on the south western
outskirts of Benghazi, Libya, in Opération
Harmattan on 19 March 2011.
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porters of the pro-Israel lobby in the
USA that they should get behind the
campaign for regime change in Syria,
Halevy told the Los Angeles Times: “Iran
has invested enormous efforts in trying
to secure Syria as a major partner. The
Alawite minority is very close to the Shi-
ites in Iran. The Syrian army is mainly
based on Alawite command and has
units that are purely Alawite. This makes
the Iranian investment all the more im-
portant.Syria is also the conduit for Iran's
arming of the Hezbollah Shiite forces in
Lebanon and Hamas in Gaza. If the
regime falls in Syria and the Iranians are
expelled, this is going to be a horrendous
defeat for Iran ...”

Revealing Israel’s interest in promot-
ing sectarian conflict between Muslim
Arabs, to deflect from Israel’s policy of

disposession and oppression of Arab
people, in the Los Angeles Times Halevy
added: “Israel shouldn't be directly in-
volved for obvious reasons. Once Israel
enters the fray, this becomes an Israeli-
Arab or Israeli-Muslim confrontation,
which deflects attention from the main
issues of Sunni-Shiite, and the Shiite re-
pression of a majority in a foreign coun-
try. Israel should promote through its
channels with major powers in the world
a dialogue between leaders in Western
nations and Russia to try to forge a com-
mon policy on Syria, which would entail
mutual concessions at the American and
Russian level [...] Israel has certain in-
terests in Syria which have to be taken
into account. The ultimate resolution of
this crisis should not leave an Iranian
presence in Syria with a weakened

Assad. I don't want to see Iran having its
own finger on the button of Syria's
strategic weapons. Israel must make sure
this does not happen.”

Efraim Halevy, who was born in Lon-
don UK and emigrated to Israel at the
age of 18, served 28 years in Mossad,
the Israeli intelligence / security / assassi-
nation service.

He has experience in the matter of
destroying Arab solidarity against zionist
occupation; he is credited with achieving
the Israeli ‘peace treaty’ with Jordan in
1994. From 1996 to 1998 he was Israeli
ambassador to the European Union.
Within Israel, Halevy is regarded as a
‘moderate’ figure.

This article is also published in
www.21stcenturysocialism.com

- The remains of a Syrian fortification on the Golan
Heights. During the 1967 Arab-Israeli ‘Six-Day War’
the invading Israeli Defense Force turned the Syrian

... fortification into a memorial to Israeli soldiers. Israel
still occupies the Syrian Golan Heights.
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South African union
unity under attack

The killing of 34 miners in South Africa has highlighted the
continuing social inequality in South Africa.

By EDWARD MORGAN

It represents a difficulty and warning for
the South African liberation movement.

The AMCU, the Association of Min-
ing and Construction Union formed two
years ago with funding from mining
multinational BHP Billiton Coal, sought
to weaken the collective bargaining
power of the NUM.

There has, since the AMCU’s incep-
tion, been a spate of violent clashes with
NUM members, with many deaths —
clearly at the instigation of the mine
owners.

Last year, Impala Platinum, for in-
stance, in a competitive drive against
rival Lonmin, tore up collective agree-
ments made with the NUM, by offering
higher wages to mineworkers with blast-
ing certificates from other companies.

It wanted to poach these skilled work-
ers, who are in short supply. The less
skilled rock-driller operatives felt ag-
grieved and forcibly ejected the NUM
leaders from the mine.

The company sacked 17,000 of the
rock-drillers and told them to reapply
for their jobs with none of the improved
conditions won over the years, leading
to a wildcat strike in January that left 3
dead.

Having divided the workers, Impala
produced resignation forms for NUM
members to sign, paraded them publicly
and pressed them to switch to the
AMCU.

At Marikana earlier in the year, the
AMCU leaders promised a pay rise of
300%. The rock-drillers were coerced

South African Communist Party
Statement on continued killings of NUM members
8 October 2012

The SACP is saddened and outraged by the ongoing and senseless
killings of NUM shop stewards and their families or relatives. These
barbaric acts, as we have said, are aimed at weakening and destroying

the NUM in particular and COSATU.

Clearly what has been camouflaged as legitimate workers demands and
protest in the mining sector has now been hijacked by regressive forces,
just like the way apartheid did, to try and eliminate the NUM and its basic
unit, the branch. To use violence to mobilize workers away from their
organization must be strongly condemned. Over a period of time the SACP
has been warning of an existence of a lumpen tendency that is prepared
to do anything, including these senseless killings, to assume power in
society. Unless all progressive forces stand up and unite, the gains of the

working class will be reversed.

The SACP calls on the state to act without haste to stop this bloodbath in
Marikana and elsewhere. We also call upon employers to take responsi-
bility for these developments as it is their own dangerous and opportunis-
tic actions in trying to weaken the NUM that has led to this situation.
Once more the SACP calls upon COSATU and all its affiliates to unite
against this counter-revolutionary offensive.
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into joining and warned that anyone dis-
closing the fact they’d been coerced
would be killed.

The strike and standoff between
workers and police became violent, lead-
ing to 10 deaths, including 2 policemen
and 2 security guards, as well as several
NUM shop stewards, the week before
the massacre of 34 miners on 16 Au-
gust. Police say they were advanced
upon by men armed with traditional
weapons, and some with pistols, and
that they fired first, and there does seem
to have been deliberate incitement, with
some strikers persuaded that a medici-
nal plant, intelezi, could immunize them
against police bullets.

The use of subcontracted workers —
many drafted in from the Eastern Cape
— has caused community tensions, lead-
ing to violence last year between unem-
ployed youth in Marikana and
‘outsiders’.

The patterns of migrant labour hark
back to the apartheid era, with many
workers coming from the same areas set
aside by apartheid to provide cheap
labour for the mines, and also from
neighbouring countries like Mozam-
bique. At Marikana, half the workforce
is migrant labour.

The workers no longer live in pur-
pose-built hostels provided by the com-
pany but receive a ‘living out allowance’
— not enough to pay for a real house, so
they’re forced to live in shack slums
where they become prey to vigilante
gangs and ‘shacklords’.

It is a malevolent atmosphere, along-
side the dire working conditions that
have led to numerous deaths due to
poor health and safety, made worse by
the extensive use of sub-contracted —
and thus inexperienced — labour.

COSATU has called the Marikana
killings a disaster, but is not rushing to
blame the government until the official
Judicial Commission of Inquiry has
done its work, an Inquiry viewed with
scepticism by some.

COSATU criticises the use of live
rounds to suppress workers’ struggles,
as well as poor police training.
COSATU also criticises the fact that
some of the workers were armed with
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traditional weapons. It also condemned
the arrest of 270 miners on charges of
murder — before the outcome of the in-
quiry — and was influential in their re-
lease.

The political opposition has seized on
the police violence. Expelled ANC
Youth League leader Julius Malema, a
millionaire, says Zuma ‘presided over the
killings’. The Johannesburg Star news-
paper said that “post-mortem reports
indicate that most of the people were
fleeing from the police when they got
killed.”

Police

What are we to make of the crisis? First,
the police — while they are part of the
machinery of a capitalist state — are not
the same as the apartheid police. Colo-
nialism of a Special Type has been de-
feated in its political form - though
economically, one might say that neo-
Colonialism of a Special Type persists.

So far South Africa has been a state
whose capitalist class violence has been
to some degree held in check by the in-
fluence of the organized working class on
government, as part of the ongoing na-
tional democratic revolution.

But in the economic downturn, with
profits down — in the case of platinum
production due to the decline in the Eu-
ropean car industry which uses platinum
for catalytic converters — the capitalists
have suppressed wages, leading to strikes
and, in turn, harsher suppression of
workers; and the state forces have been
used to carry out this suppression. The
class nature of the struggle is becoming

increasingly clear.

Although important gains such as
housing, water, electricity, education and
healthcare, have been made in South
Africa, the slow pace of reform and the
opposite tendency of privatization and
austerity have made it a country of ex-
treme wealth inequality.

A black middle class of around one
million people has emerged since 1994
but the old apartheid divisions remain
largely intact. Whites, who account only
for 9.2% of the population, still receive
45.3% of income. The inability of cap-
italism to deliver means more violence
and division are likely in future.

In this situation, the growing number
of splinter unions has a clear counter-
revolutionary thrust. The NUM forms
the backbone of COSATU with more
than 300,000 members, and has im-
proved wages and conditions at mines,
so the attack on the NUM is clearly
aimed at the entire union movement as
well as the ANC/COSATU/SACP
alliance.

Other splinter unions apart from the
AMCU are NATAWU, which broke
from SATAWU. A COSATU statement
said that the splinter movement ‘repre-
sents the biggest onslaught waged by the
bourgeoisie against the living standards
of the working class.” The principle of
one industry one union, long held by
COSATU, is under attack, benefitting
the capitalists.

The splintering of the organised
labour movement in the mining industry
goes back to the late 90s and early 2000s
— when violent clashes took place in the

platinum mining areas, linked to the
“Workers Mouth Piece Union’, a violent
grouping nurtured by the mining corpo-
rations and what the SACP’s Jeremy
Cronin calls “shadowy white Afrikaner
con-men.”

While that is true, the growing ability
of demagogues to stir up trouble among
disgruntled workers points to weaknesses
in COSATU and the SACP.

How the alliance — whose internal
strains have long been anticipated — re-
sponds to this crisis is an important in-
dicator.

The sense one gets from the Minister
of Police is that he regards the police as
defending the national democratic revo-
lution against counter-revolutionary vio-
lence, rather than defending capital
against organized workers.

But national democracy is not realiz-
able without the working class advanc-
ing. The COSATU president, Sdumo
Dlamini said recently: “None of the
problems confronting workers and our
people ... can be resolved within the
framework of capitalism.”

He highlighted the complex role of the
police — expected to control protestors
by force and yet, as part of the revolu-
tionary trade union movement, expected
to defend working class interests.

Settlement

The striking miners had demanded a rise
in wages of $1500 a month, from the
$500-§1000 they earn now. At the
Marikana mine they have won $1350.
The AMCU will hope to take the credit
for the settlement.

COSATU 11th Congress Declaration on the Lonmin Marikana platinum

17 September 2012

We the 3,000 delegates to the 11th COSATU Congress, in the
presence of over 500 invited guests, and in the true spirit of
“An Injury to One is an Injury to All” wish to express our sin-
cere and heartfelt condolences to the families of at least 60
people killed in the course of the Lonmin and Impala disputes.

These include 5 killed at Impala Patinum, 6 at Aquarius
Platinum, and 47 at Lonmin Marikana (10 before 16th Au-
gust, 34 on 16th August, and 3 after the 16th August). We
wish a quick recovery to all those who have been injured.

We declare our solidarity with all the working class commu-
nities in the affected areas whose lives have been shattered by
the ongoing violent disputes in the mines. COSATU stands
ready to join all South Africans and the progressive peoples of
the world who genuinely want to see real peace and stability re-
turn to the affected mines through finding a just solution to the
violent crisis.

We welcome the Independent Judicial Commission of In-
quiry appointed by the government that will investigate all the
events leading to fateful day of 16th August 2012. As

mine tragedy, the mining industry, and general poverty wages

COSATU we pledge to do
our part to ensure that all
the relevant factors and evi-
dence that led to the vio-
lence and tragedy of 16th
August are revealed by en-
suring that our members
who witnessed violence be-
fore, during and after the
tragedy cooperate with the
Commission of Inquiry.

We will do everything pos-
sible to help prevent any further deaths. We condemn violence,
warlordism and intimidation from any quarter and strongly
support the principle of Freedom of Association, especially for
the working class.

Membership of any union or any party should never cost a

Continued on page 12
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life. We reiterate the position expressed in a resolution taken
at a previous COSATU Congress that we abhor the use of
unnecessary force by the police against workers in all labour
disputes, and believe that police officers are unfairly placed in
situations which they are untrained and ill equipped to deal
with. We also renew our call for the demilitarisation of SAPS.

We promise to defend our affiliate the NUM against ongo-
ing violent attacks on its members and leaders. And we pledge
to fight for the reinstatement of all the 2500 workers who were
dismissed by Implats earlier this year, and the 800 who were
dismissed by Lonmin last year.

We are extremely concerned that the events of 16th August
and the ongoing violence, whose main victims remain the ex-
ploited masses, has shifted the focus and blame from the Plat-
inum bosses who have systematically undermined collective
bargaining and promoted division amongst workers, and who
have been sitting in the shadows enjoying profits from the very
workers whose families have now been robbed of their only
breadwinners.

We call for a second Independent Commission of Inquiry
that will work parallel to the Judicial Commission already ap-
pointed by the President. The terms of reference of this sec-
ond Commission must be to investigate the employment and
social conditions of workers in the mining industry, histori-
cally and at present. The Commission will have also to look
at the global context of the industry. It should be of a scale
similar to the 1979 Wiehahn Commission into Labour Legis-
lation and the 1995 Leon Commissions into Health and Safety
on the Mines. The Commission will be linked to a COSATU
campaign for the complete transformation of the mining
industry.

We commit ourselves to constantly working to improve the
service that we as unions provide our members, including to
protect and advance collective bargaining and to fight against
attempts by employers and other expedient groups to promote
employer unilateralism and the fragmentation of worker

overthrow this situation: a situation in which the majority of
the people of South Africa lived subhuman lives while the
white population lived affluent lives.

The Freedom Charter accurately captured the aspirations
of all peace, democracy and justice loving South Africans, thus
it became the revolutionary programme of the Liberation
Movement in South Africa.

Today, the whole world is reeling under the weight of the
worst ever global crisis of capitalism. From 1996 onwards,
South Africa moved rapidly to integrate fully into the global
capitalist economy. Today, South African workers, like all
workers of the world, are suffering the effects of the global
crisis of the world capitalist system.

The global capitalist crisis has seen the capitalist class
scrambling to claw back its rate of profitability. And as with
every crisis of capitalism before it, capital is rallying by at-
tacking the working class. In the workplace the attack is being
effected through the relocation of production, casualisation,
sub-contracting and labour broking, through reducing the size
of the workforce, factory closures, and through changes in
production processes. Attempts are being made to undermine
trade union rights including collective bargaining, and a grow-
ing emphasis by the bosses on performance pay (usually
meaning not negotiated), and the reduction or elimination of
employer contributions to the social wage and to social secu-
rity payments.

Outside of the workplace the squeeze in many countries is
being effected through cuts in social services and increasing
privatisation of basic services such as health, education, water
and electricity. At the same time, food prices and the price of
basic services such as water and electricity are increasing dra-
matically.

In all capitalist countries, of which our own is no exception,
the state plays a central role in bolstering capital’s efforts to re-
solve the crisis by increasing levels of exploitation and accu-
mulation. Calls for fiscal austerity are part of this. The

power.

We pledge that we will continue to strive to
unite all workers in the struggle against
poverty and exploitation, and for safe work-
ing conditions, decent and quality jobs, com-
prehensive social security and comprehensive
social services

South Africa: the national and global crisis of
capitalism and the centrality of the mining
industry to the South African economy and
society

South African capitalism has its origins in,
and has flourished on the back of the ex-
ploitation of black and African labour; it
serves, and is owned and controlled by, a tiny
white population and its foreign backers.

COSATU

working class, through its organised forma-
tions, has to contest this, and mobilise for re-
sponses to the crisis which shifts the burden
of responsibility to those generating the cri-
sis; and protects workers and poor commu-
nities from bearing the cost.

A feature of the current global capitalist
crisis is that while attacking the working
class, the ruling class increasingly rewards it-
self with grotesque pay and bonuses, engages
in corrupt practices, and isolates itself from
the rest of society by creating a privatised co-
coon for itself. Never before has the gap be-
tween the rich and poor grown so rapidly.

The impact of the global economic crisis is
being felt by the working class in growing
unemployment (globally 210 million in

In 1994, the African National Congress
government inherited a collapsing colonial economy and so-
ciety of South Africa, from the departing Nationalist Party. In
this economy and society, Black people in general, and
Africans in particular, suffered mass poverty, widespread un-
employment and were victims of extreme forms of inequali-
ties.

Mass poverty, widespread unemployment and extremely
unequal social, economic and cultural conditions have been
the burdens of Black and African people in South Africa be-
fore and from its inception, in 1910, to date.

The struggle for liberation was in fact waged in order to
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2010, the highest ever level of unemploy-
ment), a growing precariousness of employment, declining
household incomes, reduced pensions, and reduced social
services. Social cohesion, trust and solidarity invariably take
strain under these conditions.

However, these processes of attacking the working class
have never happened without a fight-back from the working
class. And the fight-back invariably leads to attempts by the
state, acting in the interests of the capitalist class, to put down
resistance through coercion or force. That is why we have
seen bloody clashes between protestors and police in the past
year in Madrid, in Wisconsin, in London, in Seoul, in Cairo
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and in Athens. In this context, the actions of the police in
labour disputes in South Africa, most recently in Marikana,
reinforces the perception that rather than protecting ordinary
people, police are advancing the narrow interests of employers.

The South African crisis of capitalist accumulation

and the centrality of the mining industry

There is one major difference between South Africa and the
rest of the world: the global capitalist crisis is worsening the al-
ready existing triple crisis of mass poverty, widespread unem-

living conditions and the prevalence of HIV and AIDS. This
is a catastrophic figure, given that T'B is an infectious and often
deadly disease. The social consequences on the Southern
African Region could be disastrous. In addition, silicosis
(caused by the inhalation of silica dust underground) on its
own is a killer disease, claiming the lives of thousands every
year.

As the NUM has put it “Many mining workers employed
underground will not live to see retirement without bodily
harm. They will either be killed, injured or fall sickly.”

ployment and extreme inequalities in South
Africa.

In this 11th COSATU Congress we will
once again, through our Socio-Economic Re-
port, show just how desperate the conditions
of life of the majority of the South African
working class have become.

It is this which explains the desperation,
anger and frustration of the majority of the
South African working class who are largely
Black and African: the inherited triple crisis is
being compounded by the impact of the
global crisis of the capitalist system!

COSATU has consistently warned that the
poverty, unemployment and inequalities af-
fecting millions of South African workers are
a ticking time bomb!

COSATU

Not only is the mining industry charac-
terised by death and disease, it is also char-
acterised by remnants of apartheid. We all
know that the industry was intertwined with
apartheid through its use and promotion of
tribalism and racial segregation and discrim-
ination, so it should be no surprise to us that
these are still to be found in many of our
mines.

It is not unusual, for example, to find white
workers using separate shaft lifts. Racism is
also institutionally entrenched through con-
tinued occupational segregation. While
83.7% of the total workforce in the industry
is black, 84% of top management remains
white! 72% of middle management are white,
and 68% of professional workers and artisans

But there are features that make our situa-
tion different in other respects as well. One of those features
is that our government has a commitment to increased social
and infrastructure spending, as opposed to deep cuts in these
areas. That is to be welcomed, even if as we know, there are
challenges in implementation. But the other feature which
makes our situation unique is the absolute centrality of the
mining industry to our economy. This
uniqueness has an ugly side to it, which is
both historic and current.

The proposed Commission must trace
the history of the mining industry in South
Africa, including its past and present dis-
criminatory practices, its historical reliance
on cheap labour, and the history of treat-
ing mine workers as subhuman,

The mining industry directly employs
around half a million workers, with an-
other 400,000 employed indirectly by sup-
pliers of goods and services. The
combined direct and indirect contribution
of the industry to our gross domestic
product is around 18%. Mining also ac-
counts for over half South Africa’s foreign
exchange earnings. These are seemingly “neutral” statistics.

But the industry has what the NUM has described as a
“killing face”, reflected in ongoing fatalities, rapidly growing
occupational diseases, unchecked environmental degradation,
and squalid living conditions for many mine workers. Between
1900 and 1994, 69,000 mine workers died as result accidents
and over a million were seriously injured.

While the rate of fatalities and injuries has declined, it is still
totally unacceptable, and has given reason for the NUM to call
regular strikes on safety. 2301 workers lost their lives in the
ten years between 2001 and 2011, and nearly 43,000 were se-
riously injured.

The mining industry has been found to be linked to 760,000
new TB infections per year given the effects of silica dust, poor

The mining industry directly
employs around half a
million workers, with
another 400,000 employed
indirectly by suppliers of
goods and setrvices.

Mining also accounts for
over half of South Africa’s
foreign exchange earnings.

are white.

While progress has been made in recruiting and training
women in the industry, the environment remains hostile. Dis-
crimination, violence and rape are not uncommon. Binky
Moisane, an NUM comrade in the platinum sector, was ear-
lier this year murdered underground.

Inequality is at its most extreme in the mining industry. It is
no coincidence that the highest paid ex-
ecutive directors in South Africa in 2009
were in BHP Billiton (average R41m),
Anglo American (average R20.5m), Lon-
min (average R20m) and Anglo Gold
Ashanti (average R17.5m). Compare
these grotesque salaries to the current me-
dian wage of R4000 per month (or
R48,000 per annum) and median mini-
mum of R3600 a month (R43,200 per
annum) of NUM members!

The mining industry is peculiar in that
reduced demand for its output does not
necessarily result in reduced profits. Profit
depends on the price of the commodity,
and that price can be manipulated by ar-
tificially manipulating supply and de-
mand. So, for example, despite reduced demand for platinum
in Western Europe and the US due to the recession, the three
platinum companies Lonmin, Implats and Anglo Platinum reg-
istered an operating profit of more than R160 billion in the
past five years!

The centrality of the mining industry to our economy is re-
flected in urban development which is driven by the sector.
Just as Johannesburg was built on gold, Rustenburg is currently
growing in a fashion which only meets the short term and ra-
pacious interests of the platinum sector. Instead of a people-
centred, sustainable modern city, the fastest growing city in
Africa is characterised by no planning, mushrooming informal
settlements (38 at the last count), and poor service delivery.
Corruption is rife, and politics is murderous. Anarchy prevails.
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This is the context that our affiliate, the National Union of
Mineworkers organises in. The NUM has made huge strides
over its 30 years of existence achieving massive improvements
in the pay and conditions of mine workers. 30 years ago the in-
dustry was uniformly characterised by the very lowest pay,
tribal factionalism, the physical abuse of workers, and dis-
missals without hearings.

The industry was almost inaccessible to organising. Through
struggles in the trenches led by the NUM, much has changed.
But as indicated, there is much that remains unchanged in the
structure and general characteristics of the industry. The fact
that there is still so much that needs changing is not as a re-
sult of weaknesses of the NUM, but due to the entrenched po-
sition of the industry in our economy, and its resistance to
radical transformation.

To change the mining industry we need maximum unity of
workers

Our affiliate the NUM has been at the forefront of calling for
radical change in the industry. But its efforts have been frus-
trated by unilateralism on the part of the bosses, by the blind
encouragement of splinter unions by the bosses by competition
for positions of shop steward, by the resuscitation of tribalism
in some areas, and the resistance of our government to ban
the practice of labour broking.

In the Platinum sector, employer resistance to centralised

see arrests, prosecutions and convictions.

m The urgent establishment of a Commission into the his-
torical and current working, social and living conditions in the
mining industry.

m We demand that the Mining Industry takes urgent steps to
comply with the Mining Charter.

m The proposed Commission will be linked to a Federation-
wide solidarity campaign for the complete transformation of
the industry. Such a campaign will be for an industry that re-
flects what is right and fair in a democracy. Every COSATU
local and every affiliate will be expected to engage on how the
struggle for transformation in the mining industry links to
transformation in other sectors. It will include the demand for
people centred urban development which is not anarchic as
we have seen in Rustenburg.

Attacking poverty wages and inequality
Over and above the special attention to the mining industry,
COSATU promises a militant campaign to tackle poverty
wages in general. It is totally unacceptable that half of all em-
ployed workers in this country earn R3000 a month or less.
The proposed elements of this campaign are spelt out in the
Organisational Report to Congress, but in sum include:-

m A campaign to radically raise the lowest levels of pay in
our country, with demands based on calculations of living re-

bargaining has added to frustrations. What
has made matters worse is that where divi-
sions have resulted in physical attacks against
NUM members, SAPS has consistently
failed to act. This has lead the NUM to con-
clude that sections of SAPS are part of an
anti-worker, ultra-nationalist “state within a
state” which is acting to support a narrow
grouping of business people and politicians.
COSATU supports the NUM in its call for
proper policing in the form of investigations,
arrests, prosecutions and convictions in the
case of reports of violence against NUM
members or workers in general. This call for
proper policing is not to be interpreted as a
call for the violent repression of protesting
workers. COSATU has unequivocally con-

COSATU

quirements. As part of this, Congress will de-
bate the principle of a National Minimum
Wage.

m A demand for compulsory centralised
bargaining in all sectors. We are convinced
that we would not have seen the unfolding
of events in the platinum sector if the mining
bosses had seen beyond their own self inter-
ests to agree centralised bargaining.

m A pledge to move away from across the
board percentage increases only, which we
recognise have created inequalities between
unskilled and skilled workers. While wages
have on average beaten inflation, the real
wages of many of our lowest paid members
have actually declined.

m A campaign to move away from grading

demned the killings of 16th August.

Workers in the mining industry are clearly ready to tackle
the need for deep change. The divisions amongst workers, and
the other factors described above, combined with the appear-
ance on the scene of uncountable numbers of opportunists
seeking to pull workers this way and that way, are creating se-
rious obstacles for the NUM to take the struggle forward.

In the face of all of this, COSATU recognises that the
changes that are needed in the mining industry require the fol-
lowing of the Federation:-

m A clear message to mine workers that “united we stand,
divided we fall”. While breaking out of the NUM’s fold might
appear to bring short term gains to some workers, in the long
run it will weaken the power of mine workers to change the in-
dustry and improve conditions overall.

m A strong appeal to any NUM member who has a genuine
grievance against the union to channel this through the union,
or via COSATU if necessary.

m Ongoing discussion at all levels of the Federation of how
best to practically support the NUM going forward.

m A clear message to the SAPS and the Judiciary, that where
there are continued violent attacks on mine workers and their
families, these should be speedily investigated, and we must
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systems which have been imposed over time
by the bosses and which disadvantage workers such as the rock
drill operators in the mining industry. Workers who are central
to any operation, and those who do dangerous or heavy work,
should be rewarded accordingly. The fact that they do not
“make decisions” as per the evaluation of the bosses should
not be the sole factor in determining pay.

COSATU condemns, in the strongest terms, the oppor-
tunistic political exploitation of the plight of workers and in-
citement to violence by any groups or individuals for their own
selfish ends.

We remain committed to doing whatever it will take to re-
build the confidence of the working class in the mines in the
NUM and the unity of the Federation. We will work with the
NUM to ensure that the mine workers who have left the NUM
are brought back into the COSATU fold and to the home
where they belong, and that their legitimate concerns about
working and living conditions in the industry are addressed
with maximum solidarity from all workers in the Federation.

Defend the NUM

Transform the Mining Industry

Forward to Decent Work for All

A Luta Continua
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Health and care: the
vultures are circling

Private equity companies get a lot of bad press and rightly so.

By FRIEDA PARK

By virtue of being private they have no
legal reporting requirements and they
are not even nominally accountable to
shareholders in the way that Public
Limited Companies are.

Private Equity is big — 1 in 10 work-
ers in the USA are employed in compa-
nies owned by private equity firms.®"

In Britain these include well known
brands such as Saga, the AA and Boots.
Their owners may be happy to reap
continuing rewards from these compa-
nies, however, private equity is also on
the lookout for companies that it can
asset strip and then profit from their sale
or closure. Workers lose their jobs in this
process or see their conditions of em-
ployment radically reduced.

A favoured tactic is “leveraged buy-
out” where a target company is bought
with a very high level of credit com-
pared to the actual amount of cash used
to finance the purchase.

The twist is that the debt then belongs
to the company which has been pur-
chased and not to the company that
bought it. This enables Private Equity
companies to take profits from such ac-
quisitions without much risk and has led
to many debt-laden companies going
bust while their private equity owners
face no financial penalties.

Mitt Romney

US Republican Presidential Candidate,
Mitt Romney was the owner of private
equity company Bain Capital. One ex-
ample from its history amply illustrates
the bloodsucking tactics employed in the
sector.

In 1992 it bought American Pad and
Paper. Bain invested $5 million in the
company and made $107 million in div-
idends. American Pad and Paper went
bankrupt in 2001.?%

In Britain, private equity is keen to
make greater inroads into the health and
care industry, so it is not, perhaps, sur-
prising that it is trying to burnish its
image.

Not only does it have to contend with

the poor reputation the sector has in
general, but it has recently faced the
scandals of Winterbourne View, where
people with learning disabilities were
systematically abused, and Southern
Cross the care home business which
collapsed.

To that end the British Private Equity
and Venture Capital Association re-
cently commissioned a report into pri-
vate equity and health and care services
in Britain.®

Private Equity is big - 1 in
10 workers in the USA are
employed in companies
owned by private equity
firms.

In Britain, private equity is
keen to make greater
inroads into the health and
care industry, so it is not,
perhaps, surprising that it is
trying to burnish its image.

It masquerades as an objective analy-
sis but it is in reality a thinly disguised
puff for the private equity industry.
Touching fleetingly on the above scan-
dals it makes many assertions unsub-
stantiated by any actual evidence of the
valuable contribution made by private
equity companies:

“..(Private Equity provides) An impor-
tant source of capital to fund both new ca-
pacity and up-grading of assets to meet
user needs...”

“..maintaining a reputation for good
quality of care is of prime importance in
sustaining the long term value of health-
care business.”

“..there are strong a priori reasons for
supposing that, in the post-global credit cri-
sis environment the interests of private eq-

uity backers of healthcare companies are
well aligned with the public interest in
maintaining operationally efficient busi-
nesses offering good quality services.”

The belief of the report’s authors that
the credit crisis has ended must be
enough to question not only their objec-
tivity, but from which planet they are
viewing Earth.

By some strange coincidence the
Laing Buisson report was published a
couple of weeks before the damning re-
port of the Serious Case Review (SCR)
commissioned by South Gloucestershire
Safeguarding Adults Board into Winter-
bourne View Hospital owned by private
equity company Castlebeck.®

At present private equity companies
account for only 4.8% of the health and
social care market in the UK, but their
activities are concentrated in providing
residential care for people with the most
complex needs or who are particularly
vulnerable and marginalised in society.
So, for example, private equity provides
16% of mental health and learning dis-
ability hospitals like Winterbourne
View.®

The Laing Buisson report states that
heath and care represents 11.1% of UK
GDP and that there are significant busi-
ness opportunities in the industry. To
date this has been most significant in so-
cial care.

It points out that the ‘“principle
driver” in the privatisation of social care
has been the lower pay rates and worse
terms and conditions of employment for
staff in the private as opposed to the
public sector.

This of itself must bring into question
the report’s assertions that private equity
will provide high standards of care. Pay-
ing staff less and employing them on
poor conditions has never improved
services anywhere.

Trying to evade an examination of the
quality of care provided by the private
equity sector, Laing Buisson blithely
state, “...there are at present no inter-
nally or externally produced quality in-
dicators which enable service users and
public sector commissioners easily to
compare quality across providers in any
of the healthcare markets considered.”
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London Bridge Hospital, a private hospitall on the south bank of the Thames. It belongs to
Hospital Corp. of America (HCA) based in Nashville, Tennesse, USA. HCA International is
the largest private operator of health care facilities in the world. Picture - Andrew Wood.

Thus it gives the incorrect impression
that care standards are not measured.
There might be no common set of stan-
dards, but each sector has to meet its own
standards set by regulators and inspectors
such as Her Majesty’s Inspectorate of
Education and the care inspectorates in the
different parts of the UK.

The report cannot duck the issue
entirely, however, and it does produce
statistics from 2010 showing that private
equity owned care homes in England
performed less well than those run by
charities or the public sector, though the
conclusion it draws is that “performance
is variable”.

Hardly the ringing endorsement
claimed elsewhere in the report and def-
initely not an advertisement for further
privatisation.

Even post-Winterbourne View the
Care Quality Commission (CQC) con-
tinues to uncover private equity owned
homes where care is poor and residents
are subject to abusive behaviour and
regimes.

Nor was Winterbourne View a rogue
outpost in Castlebeck’s portfolio. CQC
investigations into its services in the im-
mediate aftermath of the scandal break-
ing found “serious concerns” at four
services and that only half were meeting
basic essential requirements.®

In addition to Winterbourne View a
further two Castlebeck services closed
down in 2011.

The South Gloucestershire Safeguard-
ing Adults Board Report into Winter-
bourne View is a powerful critique of the
business practices of Castlebeck and
points to the dangers of care being pro-
vided by those whose only accountability
is to making profit.

In significant respects Castlebeck
failed to collaborate with the Serious
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Case Review (SCR), giving the lie to any
professed commitment to high standards
and accountability. The entire body of
Castlebeck’s own review of the Winter-
bourne View scandal was redacted and
all that was made available to the SRC
were the introduction, recommendations,
action plan and the annexes.

Privatisation of health and
social care enables
companies which are
secretive in their operations
to create services in line
with their business models,
rather than promoting best
practice in the care and
support of the most
vulnerable people in society.

Castlebeck received around £3500.00
per week to fund resident’s care at Win-
terbourne View. Citing commercial con-
fidentiality, it refused to provide a
breakdown to the SCR of how this
money was spent to meet residents’
needs and indeed how much was
creamed off as profit.

While residents suffered horrendous
abuse, rather than the care that it was
being paid to deliver, Castlebeck re-
ported to its Board and Shareholders
that Winterbourne View was financially
“...the best performer in the group...”.

This was as quoted in the SCR which
also said, “Castlebeck Ltd appears to
have made decisions about profitability,
including shareholder returns, over and
above decisions about the effective and

humane delivery of assessment, treat-
ment and rehabilitation.”

The SCR report is also scathing about
the outmoded model of care which was
enshrined at the outset in the way Win-
terbourne View was set up. It stated that
its development was a result of “...busi-
ness opportunism...” which simply saw
a gap in the market.

Privatisation of health and social care
enables companies which are secretive in
their operations to create services in line
with their business models, rather than
promoting best practice in the care and
support of the most vulnerable people in
society.

The South Gloucestershire Safeguard-
ing Adults Board SCR is a case study in
how these imperatives led to institution-
alised abuse at Winterbourne View.

To maximise profits there has to be a
downward pressure on quality, resulting
in a race to the bottom as companies
compete in the market. Private health
and social care will mean poorer
standards for all of us and for some
much worse.

FOOTNOTES

1. Why Equity Firms Like Bain Really
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man www.rollingstone.com Accessed
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2. ibid.

3. The Role of Private Equity in UK
Health and Care Services, Laing Buis-
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4. Winterbourne View Hospital: A Seri-
ous Case Review, Margaret Flynn,
South Gloucestershire Safeguarding
Adults Board 2012.

5. Laing Buisson July 2012.

6. CQC Review of Castlebeck Group
Services, Care Quality Commission
2011.



Real legacy of the London Olympics

Real legacy of the
London Olympics

In 2005, London won the bid for the 2012 summer Olympic
Games, according to the International Olympic Committee,

because of four main themes.

By PAT TURNBULL

These themes were:

1. Delivering the experience of a lifetime
for athletes;

2. Leaving a legacy for sport;

3. Benefiting the community through re-
generation; and,

4. Supporting the International Olympic
Committee and the Olympic movement.

Tony Blair said in a video: ‘Our vision
is to see millions more young people in
Britain and across the world participat-
ing in sport and improving their lives as
a result of that participation.’

The Olympic and Paralympic Games
have cost about £11 billion. According
to the House of Commons Public Ac-
counts Committee, the private sector
has only contributed two per cent of
that budget.

Big Business: the real winners

Some firms have done well out of the
Olympics. Balfour Beatty - accused on
28th August at the Central London Em-
ployment Tribunal of colluding in a
blacklist of building workers going back
at least two decades - is one of them.

Balfour Beatty built the Olympics
aquatics centre and saw pre-tax profits
rise 2% to £93 million in the first half of
2012.

They are also responsible for remov-
ing the temporary seating from the
aquatics centre now the Games are over,
and for support services and facilities
management throughout the Park for
the next ten years.

Coca-Cola has been an official spon-
sor of the Games since 1928. They,
along with McDonald’s, Cadbury Na-
ture Valley and Heineken, provided the
only branded products on sale at cater-
ing establishments. (see page 21)

BAE, the British arms manufacturer,
has a £1.5 million technology partner-
ship with UK Sport and has provided
technology for cycling, the pentathlon
and tackwondo.

Bookmakers have done well

On 7th August the Daily Telegraph re-
ported: ‘William Hill said a record £30
million will be staked across the industry
during the Games while business has
already doubled at betting exchange
Betfair.

Mark Maydon, commercial director at
Sporting Index, said: “London 2012
levels of business, measured by number
of bets we’ve taken, is up by a factor of
nine versus Beijing.””

On the other hand, local small busi-
nesses felt the pinch during the Games.
Lutfur Rahman, Mayor of Tower Ham-
lets wrote before the Games: “Tower
Hamlets will be a unique tourist desti-
nation, with the Victoria Park BT Lon-
don Live Site, and the charm and bustle
of Brick Lane and Banglatown making
the borough the place to be.’

The reality proved different. On 9th
August the Docklands and East London
Advertiser reported from Brick Lane,
known as Curry Mile. Azmal Hussain,
vice-chair of Brick Lane Restaurateurs’
Association: “We were told 90,000 peo-
ple would be drawn to the area by the
Olympics but instead it’s the worst I've
ever seen.” Restaurateurs had taken on
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extra workers and had had to lay them
off.

Restaurant Eastern Eye’s Kanrul Hus-
sain: “The Olympic Torch didn’t even
come down Brick Lane. We were really
upset about that.” Preem and Prithy as-
sistant manager Sied Hussain said trade
had dropped by 80% in the first week of
the Olympics and added, “The tourists
are staying in Stratford.”

The Victoria Park BT Live Site, with
live music and big screens to watch the
Games, was far from full for most of the
two weeks it was open. Maybe people
were put off by the giant hoardings
round the site, the security checks, and
the ban on taking in your own food and
drink.

Ticketing

Those who could attend Olympic events
saw a very different Games from the
one shown on television and in the
newspapers — an international event, not
one overwhelmingly focused on “Team
GB’.

The park and the venues were also
very good. So it was a pity more peo-
ple could not attend, and ticketing prob-
lems became a theme of the Olympics.
Ticketmaster’s internet site had a mo-
nopoly of ticket sales, cutting out the
many people who have no access to the
internet.

But even those who did had many
complaints about the difficulty of getting
tickets, and there were plenty of empty
seats. On 29th July, not including the
football stadiums, more than 12,000
seats remained empty at London 2012
venues. This was mainly blamed on
agents and national Olympic committees
for not returning unused seats.

But the Daily Telegraph on 30 July
reported another angle: “Sources have
told the Daily Telegraph that ticket
agencies are holding on to up to 50,000
of the best tickets for the most popular
events so they can cash in by offering
them as part of last-minute hospitality
packages for thousands of pounds above
their face value ... In recent years a
small number of multinational ticket
agencies, such as the American giants
CoSport and Jetset, have developed a
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stranglehold on the trade in
Olympic tickets worldwide.”

They are sold in hospitality
packages because “tickets can-
not be sold at more than face
value under IOC [International
Olympic Committee] rules ...
some packages costing more
than 10 times the face value of
the ticket. So even if there are
empty seats, these agencies still
make a healthy profit.”

The Daily Telegraph contin-
ued, “The IOC has been aware
of the problem for more than a
decade.”

Competitors had the same problems as
the general public. Mahesh Bhupathi,
Indian tennis player, tweeted: “Been try-
ing for six hours now to buy my wife a
ticket to watch me play tomorrow. Still
no luck, and the grounds here feel
empty. Absurd!!!”

Irish swimmer Barry Murphy tweeted:
“Hundreds of empty seats again in the
Aquatic Centre. My parents would’ve
given an arm and leg to get in.”

A Daily Telegraph reader suggested,
“There should be the opportunity to buy
good tickets cheaply on the day, as my
son did in Athens.”

Fortunately, all the Olympic boroughs
had made certain at least some people
from the neighbourhood could go to the
Games - for example, children from
every school in Newham had the oppor-
tunity to attend, and Barking and
Dagenham distributed 2,700 free tickets
to schools.

“It is about winning”
British sports people achieved highly at
the Games.

Britain won only one gold medal in
Atlanta in 1996, and in 1997 lottery
funding for sport began, channelled to-
wards improving the medal tally.

The money is distributed by a quango
called UK Sport, whose chief executive,
Liz NicholL, says, “This is not about tak-
ing part, it is about winning.” £313 mil-
lion was spent preparing British athletes
for the London Olympics, £184 million
of it from the lottery. Professor David
Forrest, a sports economist at the Uni-
versity of Salford, has calculated that it
takes, on average, £10 million of extra
investment to increase the British
Olympic medal tally by one.

Anthony Joshua won the gold medal
in the boxing super-heavyweight cate-
gory. On 14th August the Daily Tele-
graph reported: ‘A dedicated nutritionist
had planned his every meal, every weight
session had been carefully scheduled by
a sports scientist. Even his journey from
the dressing room had been planned in
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Peter Wilson, Gold Medallist in
the Shooting Double Trap event.

advance ... For the last three years, at
the English Institute of Sport in
Sheffield, 11 sports scientists have been
working under performance director
Rob McCracken, constructing individu-
ally-tailored plans for every fighter under
their care.’

Mark Ellison, a nutritionist who also
works with Manchester United, reported:
“Meals for boxers were specially pre-
pared and delivered to boxers day in,
day out.”

lan Gott, strength and conditioning
coach, added: “Over the last two years
we’ve reduced injuries to their hands by
about 15 per cent...”

‘Performance analysts Catherine Stew-
art and Rob Gibson created a library of
13,000 clips on every possible opponent
at every tournament ...’

Coaches were recruited from all over
the world. Juergen Groebler, head of
men’s rowing, had already come to
Britain when there was no longer a
German Democratic Republic for him to
coach in.

Australian coaches were recruited after
the 2000 Sydney Olympics. Paul
Thompson, born in Canberra, steered
the British women’s lightweight crews to
three golds. Shane Sutton, a native of
New South Wales, is the mentor of gold
medal cyclist Bradley Wiggins. Tim
Kerrison is also crucial to the British
cycling team. American Dan Pfaff
coaches athletics gold medallists Greg
Rutherford and Jamie Peacock.

But money is not the answer to every-
thing. Athletics received £25,148,000 in
funding. The medal target was 5 to 8,
and the team won 4 gold, 1 silver and 1
bronze, so technically they achieved it.
But Dutchman Charles van Commenee
had promised more and he has resigned
as head coach of UK athletics. Swim-
ming received £25,144,600. Their tar-
get was 5 to 7 medals and they achieved
1 silver and 2 bronze. Head coach
Dennis Pursley has returned to the
United States.

Sports people have their funding cut
off if they are deemed to be under-per-

forming. This risks cutting off
sporting talent.

At the London Olympics
Peter Wilson (pictured) won the
gold medal in shooting in the
men’s double trap. After a run
of poor performance, he had lost
his elite performers’ lottery fund-
ing when he met Sheikh Ahmed
Makhtoum, son of the ruler of
| Dubai, at the Beijing Games.
The Sheikh had won gold at the
2004 Olympics for United Arab
Emirates. Wilson approached
the Sheikh and asked him if he
would help him become the Olympic
champion.

The Sheikh says: “The good thing
about Peter, he listens to everything you
tell him. We had to change everything
about the way he shot: his position from
head to toe, his stance, his grip, his gun
adjustment, gun model. Everything.”
He did not ask for any payment for his
coaching.

This provokes the question: was Peter
Wilson or his coaching to blame for his
previous poor performance? And the
thought: not every sportsman is lucky
enough to be able to recruit a rich sheikh
as his coach, or to be able to survive
without lottery funding.

Access to facilities

Elite funding is not the only factor in
sports people’s success. There has to be
access to the facilities where training is
available — for example, the Velodrome
in Manchester that is the centre of the
British cycling programme.

And many families have had to make
sacrifices for their children’s sporting ca-
reer. Laura Trott, cycling gold medal-
list, whose father is an accountant says,
“My dad had to stop his cricket ... He
would work all week, and Saturday and
Sunday he would play matches with his
friends down at Cheshunt Cricket Club.
I was nine, but he had t