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Assembly Squanders Millions!
As recession destroys local jobs and indugtrg, Northern Ireland Assembly is
squandering millions which could be used to bowospleyment and build up small

and medium enterprises.

The massive investment funds available to teeefnbly are being wasted by the
Assembly’s slavish adherence to Gordon Brown’s diinattite PFI (Private Finance
Initiative) dogmas, which lock our schools, hodgitand public services into long-
term, expensive contracts — — which they are fotoezbntinue paying even when, as
has happened already, the school or hospital gehds to be discontinued because of

population changes!

The NI Assembly is not without power to

influence the local economy at this time of

recession. It has in its gift, the control of a 10
year, £16 billion, Investment Strategy for

Northern Ireland. Unfortunately, the delivery

of that strategy, to build the necessary
infrastructure, lies with the Strategic

Investment Board (SIB). The SIB is drawn

from private sector interests and has to date,
favoured the use of the Private Finance
Initiative (PFI) to deliver projects, "off-balance

sheet". The adoption of the International

Financial Reporting Standards (IFRS) by the
Treasury from 2009/10 will end that illusion

and bring the UK into line with the rest of

Europe. The International Monetary Fund had
in 2004, condemned this off-balance sheet
treatment of PFI, as constituting an

"unwarranted bias in their favour".

The collapse of Workplace 2010 in the
Northern Ireland Civil Service, at a cost of
over £16 million, the debacle of Balmoral
High School and the forensic exposure of the
false premises in PFI in a report for the trade
union NIPSA, by Professor Allyson Pollock of
the University of Edinburgh, should be the
signal for new thinking.

The Assembly could, if it had the will,
revisit and redraw the Programme for
Government, which was drawn up prior to the
current recession. It could take active control
of the Investment Strategy and direct that
projects undertaken are let under the best
practice for conventional procurement.
Projects should be of a scale that will allow
local Small and Medium Enterprises to bid for

the work and be used to train apprentices in the
trades. Under PFI, with its bogus "advantages”
and off-balance sheet treatment, far too many
projects and schemes involved the "bundling”
of distinctly different aspects of work, to
achieve a scale and complexity of contract that
could only be undertaken by multi-national
companies, with no stake in our local
economy. Workplace 2010 is a case in point.
Unfortunately there is little evidence that
the Assembly parties can be distracted long
enough from the routines of communal
politics to actually think about such things.

May Day Celebrations in Cuba
(See back page.)
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PFI to be saved by public funds

The last Conservative government invented the Prita Finance Initiative
(PFI) but it was New Labour that made it into a major instrument for the
provision of public facilities and services. The person responsible for tha
was Gordon Brown. As Chancellor of the Exchequer, he forced publi

bodies to use the PFI model.

He did so, even though PFI costs more than the
traditional mode of procurement. In other
words, it wastes taxpayers’ money. It does so
in two ways:

(1) It involves public  bodies
borrowing money at a higher rate of
interest than through the usual means of
public borrowing. In other words, it's like
opting for a 5% mortgage when buying a
house, when a 4% mortgage is available.

(2 It normally involves public bodies
entering into long term contracts for
services, the need for which may change
dramatically, or disappear altogether, well
before the contract term is over. For
example, the pupil numbers in a school
may decline or it may close altogether, but
the annual contract charge may still have
to be paid.

In 2007, public bodies were committed to
paying around £170 billion to contractors in
more than 800 PFI schemes up to 2031-2032
(see the Public Accounts Committee report on
PFI published on 27 November 200%]).
And, of course, this figure is growing all the
time as more PFI contracts are entered into.

More expensive public borrowing

PFI is first and foremost a form of public
borrowing, which, like conventional public
borrowing, has to be paid back with interest by
the state.

But, as | have pointed out, it is a more
expensive method of public borrowing than the
conventional method. It is more expensive
because the state can always borrow money
more cheaply than the private sector, because a
private corporation is much more likely to go
bust and default on its debts than the state.
The essence of PFI is that the state employs a
private agent to borrow on its behalf — at a
higher interest rate.

This is one way in which PFl wastes

taxpayers’ money. There is worse. What
happens is that a public body enters into a
contract with a private consortium, for

example, to borrow money to build a school or
a hospital, to carry out the building work and
to provide additional services (eg building

maintenance or cleaning) for a period of 25
years or more. Under the contract, the public
body undertakes to pay the consortium an
annual unified charge covering interest, capital
repayment and payment for any additional
services.

It is very foolish for any organisation to
contract to purchase services for 25 years or
more. The threat that a contract is not going to
be renewed is the most effective lever an
organisation has to ensure that a supplier
delivers services as required. With a contract
for 25 years or more, the supplier doesn't need
to worry about that for a very long time.

It is even more foolish to take out a long-term
contract in circumstances where the services
required cannot be predicted accurately for the
next 25 months let alone the next 25 years.
PFI contracts normally prescribe a mechanism
for the modification of the PFI property and
the services to be delivered in it, but the public
body asking for a modification is at the mercy
of the PFI contractor that owns the property
and provides services in it. Nobody else can
provide the services, and the services have to
be provided, so the public body is in a
hopelessly weak bargaining position when it
comes to agreeing the extra cost to the
taxpayer.

This is a direct result of the public body
foolishly taking out a contract for a service
delivery for a period so long that service needs
cannot possibly be predicted.

Why are public bodies forced by the Treasury
to engage in such foolishness? The answer is
that the inappropriately long service contract is
dictated by the fact that the PFI contractor has



to borrow over a long period — 25 years or
more — in order to keep the cost of borrowing
within reasonable bounds. To borrow over
that period, the consortium has to be
guaranteed an adequate income stream
throughout the period in order to service the
borrowing. So, there has to be a contract for
service delivery for 25 years or more, even
though service needs cannot possibly be
predicted for anything like that length of time.

In other words, the inappropriately long

service contract is a necessary condition for
getting unnecessarily expensive finance for
public projects via PFl. Gordon Brown has
brought the world of Alice in Wonderland to

the provision of public services.

PFI unnecessary

PFI is completely unnecessary for public
sector procurement. There is no need for a
public body to enter into a contract with a
single private sector consortium to (1) provide
finance for a project, (2) undertake the building
work, (3) maintain the building, and (4)
provide other services in the building for 25
years or more.

On the contrary, there are very good reasons
why the process should be broken into its
separate elements. The state itself should
acquire the finance, since that represents best
value for money for the taxpayer, and contract
a private company to construct the building.
Contracts for building maintenance and other
services, if not carried out by the public body
itself, should be set for a period of time for
which service needs can be predicted, and
certainly not for anything like 25 years.

Of course, the Government is fully aware that
long term contracts for the supply of public
services are unwise. You have only to look on
the website of the Department of Children,
Schools & Families to confirm this. There you
will find a Purchasing Guide for Schools
containing the following excellent advice in a
section entitledContracts longer than three
years

“Anything that is longer than three years
may result in inflexibility, particularly if the
agreement does not allow the school to vary
its requirements in the light of changing
circumstances.[2]

This is written by the same Government that
forces public bodies across the land to take out
contracts for 25 years and more for services
that may never be required.

Off balance sheet

Why was the supposedly prudent Chancellor,
Gordon Brown, addicted to PFI as a
mechanism for financing public projects?

Answer: because, until recently, PFI debt
wasn’'t normally treated as public borrowing

for accounting purposes and therefore didn’t
normally contribute to the Public Sector

Borrowing Requirement (PSBR). In other

words, PFI debt was for the most part “off

balance sheet”, even though the state is
ultimately responsible for repaying it. (The

state may not be contractually obliged to repay
PFI debt, but it will always end up doing so if

the provision of essential public services is at
risk).

So, by using PFI, total public borrowing is

officially less than it would have been, had

Gordon Brown gone down the cheaper route of
conventional borrowing. This made it easier
for him to meet his self-imposed (and entirely
arbitrary) “sustainable investment” rule that

total public borrowing shouldn’t exceed 40%

of gross domestic product (GDP). In other
words, in order to make himself look prudent

with regard to the total volume of public debt,

the Chancellor insisted on the imprudent use of
PFI borrowing, which costs the taxpayer more
than conventional borrowing.

You don't believe that this is it the root of
Gordon Brown'’s preference for PFI? Listen to
this answer in the House of Commons on 30
March 2006 from Des Browne, then Chief
Secretary of the Treasury, to a question by
Conservative MP, Brian Binlej3]. The latter
inquired about the consequences of moving
PFl debt on to the Government's books.
Browne replied that

“such movement on to the balance sheet
would put the country in a position in which
it could not meet the sustainable investment
rule and thus could not invest further in
public services and our infrastructure”.

There you have it in a nutshell: PFI was used
to keep on balance sheet debt down, so that the
Chancellor could meet his “sustainable
investment” rule.

To summarise: as Chancellor, Gordon Brown
insisted on more expensive borrowing, coupled
with long term contracts for services that may
never be required, in order to make himself
look prudent.



Sustainable investment rule dead

That was before the financial storm. In reality,
the “sustainable investment” rule was breached
with the nationalisation of Northern Rock
(when its debt became public debt) though the
Government was reluctant to admit it. It was
finally shattered and abandoned at the time of
the pre-Budget Report last November, when
enormous sums were added to the PSBR for
the 2008-9 fiscal year and a great deal more for
next.

With that, keeping debt off balance sheet by
using PFI over traditional methods of
procurement should have lost its unique selling
point for Gordon Brown. (In addition, new
accounting rules operative from April 2009
mean that much less PFI will be classified as
off balance sheet).

A return to the old ways is inevitable isn't it,

particularly, since, in the present financial
climate, providers of private capital are having
difficulty laying their hands on finance for

existing PFI schemes?

Well, no. On 3 March 2009, the Treasury
announced a scheme to save existing PFI
projects that are struggling to raise private
finance[4]. Up to £2 billion is being made
available to lend to PFI providers for the
purpose. If necessary, the Government will
lend 100% of the funding for an individual PFI
project.

Yes, public funds are going to be used to save
the Private Finance Initiative, which was
supposed to take the place of public funds in
carrying out public projects.

The Government will borrow money and lend
it to PFI providers. Then, public bodies, using
money mostly provided by the Government,
will pay the PFI providers over a long period
and eventually these providers will pay back
the Government. In other words, the
Government is going to lend to itself through a
middleman — and pay itself back through a
middleman, who will no doubt insist on his
pound of flesh both ways.

You couldn’t make it up.

David Morrison
24 April 2009
www.david-morrison.org.uk
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Paul Grace 1932-2009

Paul Grace, a trade unionist who played a signifigat role in the Civil Rights
Campaign and in various efforts to establish Labourpolitics in Northern
Ireland, died on 2 May 2009 aged just under 7% writes Pat Muldowney

the

Paul
Guildhall in Derry in 1969.

Grace pictured outside

Paul was born in Eglish in Co Tipperary, near
Cloughjordan, on 29 June 1932, one of six
brothers in a family of twelve. At age 16 he
went to work in England and joined the RAF
there. He served in Ballykelly, Co. Derry, in
the 1950’s, where he was “batman” to the
Commanding Officer.

Like most southern Irish people, he had little
initial knowledge of Northern society. He told
me that he once went out with a girl who said
her father was an Orangeman. He understood
this to mean that the man worked in the fruit
trade.

He married in 1954 and lived in Artisan Street,
in the present location of Rosemount Gardens.



At that time he was notable as the only
possessor of motorised transport — a motorbike
—in that area.

After leaving the RAF he worked for the Post
Office, and became active in the Post Office
Workers’ union in Derry. In the 1960’s he was
involved in the Derry Housing Action
Committee, the Derry Unemployed Action
Committee and Derry Labour Party.

In Derry, the housing and unemployed
campaigns were the basis of the Civil Rights
campaign in which Paul became heavily
involved, liaising between different parts of the
campaign around the North, and organising the
all-important  stewarding of rallies and

demonstrations to ensure they remained
peaceful. He was a member of the Derry
Citizens’ Action Committee which ran the

Civil Rights campaign in Derry. Tall and

commanding in bearing, he wielded a lot of
influence in the campaign.

Soon after this he was appointed a full-time
official in the Post Office union, and he
worked for about twenty five years in England,
maintaining his home in Derry.

In 1977 the Campaign for Labour
representation was started by David Morrison,
with Eamonn O’Kane, who had also been
Northern Ireland Labour Party members
involved in the Civil Rights agitation. As the
NI Labour Party faded like snow on a ditch in
the face of social and political realities, the
CLR sought to put the onus for socialist
politics where it belonged — on the Labour
Party which at that time was the sovereign
government of the state.

The CLR was a membership group which
lobbied within the British Labour Party and, in

Northern Ireland, strongly publicised the view

that British governments, including Labour

governments, were, in effect, colonial rulers in
Northern Ireland as they did not receive, or
even seek, an electoral mandate to govern
there. Their power and authority there was
based, ultimately, on armed force.

In 1988 | arranged a meeting in Derry of
officers and officials of most of the larger trade
unions in the Derry area, to discuss the British
Labour Party issue, and how it might be
progressed by N. Ireland union members who
had a role in terms of the powerful block vote
in determining Labour Party policy. The
meeting was chaired by James O’Kane,
Independent Chairman of Strabane District

Council and former Republican activist.
Eamonn O’Kane and David Morrison attended
on behalf of the CLR.

The obstacles to the project were discussed,
along with strategies for overcoming them.
The obvious points were that Catholic trade
unionists might resist the entry of a British
political party to the Northern Ireland scene.
But the British Labour Party had a policy of
Irish unity by consent, and it was fairly
obvious that Irish unity, if it were to come
about, could only happen if the British
government agreed to it. The British Labour
Party, though out of government at that time,
was the most likely means by which this might
happen. Also, in 1988 the British miners’
struggle, and other resistance to the Thatcher
government, had been keenly observed and
had the effect of a quite positive attitude to the
British Labour Party in some left-wing circles
in Derry.

On the other hand, Protestant trade union
members might resist a party which supported
Irish unity. Against this, it was argued that, if
unionist Protestants wanted their views and
opinions to be heard in the seat of power and
government in Britain, they could not
accomplish it from the sidelines. “If you're not
in you can’t win” was the line put by Eamonn
O’Kane to the meeting.

But, though important, these were marginal
issues for those present, whose primary
purpose was to promote effective socialist
politics through the electoral system. This was
their motivation, not the unionist-nationalist

guestion. In fact they saw participation in the
electoral politics of sovereign state power as a
means by which the sectarian issue might be
eased out of Northern Irish politics.

The approach to be followed was simple. The
British Labour Party had various component
parts, including trade unions whose delegates
to Party conferences voted as a union of
hundreds of thousands of members — the
“block vote” and therefore potentially

wielded decisive power in the policy-making

of the Party. The unions were much more
powerful than individual party members. On

any policy issue, union delegates to the Party
conference followed the line or policy

determined by their own union conference. In
regard to Northern Ireland issues (such as
whether the Party should seek an electoral
mandate in N. lIreland by organising and
contesting elections there) union conferences
generally deferred to the views of their



members and delegates from Northern Ireland
itself.

Those present at the Derry meeting of 1988
were members of British-based trade unions.
As such, though they could not participate in
the electoral and governing work of the British

Labour Party, they were entitled to participate
in Labour Party conferences and policy
making. They could wield enormous influence
on their union’s policy on N. Ireland matters,

and hence, through the “block vote”, on the
Labour Party’s Northern Irish policy.

Most of these unions had a local Northern Irish
regional decision making council, and this
would have to be won over to a policy of using
their union’s block vote to change the Labour
Party’s policy on electoral involvement in N.

Ireland.

There was a striking elegance to this strategy.
By successive leveraging, a relatively small
number of people in N. Ireland could
accomplish a political measure which could
transform the way Northern Ireland was
governed. And it was not pie-in-the-sky. The
issue could be presented to union branches and
councils in N. Ireland in which many of the
participants were non-sectarian socialists, and
step by step, the Party organisation issue could
be taken through their union policy making
processes, and then, by the block vote, carried
in the Labour Party conference.

Those present at the Derry meeting were union
officials and activists to whom the cut and

thrust and wheeling and dealing of union

politics were second nature. The strategy and
its purpose appealed strongly to them.

Subsequent to this meeting, the participants
remained loosely co-ordinated, if not

unorganised, as they sought to bring union
power to bear in the councils of the British

Labour Party. The CLR continued to be the
public face of the campaign, agitating in

Northern Ireland and Britain, and presenting
powerful arguments against the way in which
the British state governed in N. Ireland.

Meanwhile, in the Post Office union, Paul

Grace, as a union official in the London Head
Office, debated the issue in branches and
meetings throughout Britain as part of his
regular schedule of work. This union was left-
wing, with political groups in control of many

areas. But Paul overcame their rather
doctrinaire and convoluted arguments against
Labour representation in Northern Ireland,

partly by the power of his personality, but also
by throwing the argument back to them — to
explain their reasoning to someone like him, a
non-ideological Tipperary-man to whom their
theories made no practical sense.

They may not have realised that they were
dealing with a subtle and experienced person,
who had been able to dominate, in his own
way, the left-wing cauldron of Derry politics in
1969, where the impossible was accomplished
— the temporary removal of the British
Imperial state from a square mile or so of its
land- and air-space by unarmed civilians. |
doubt whether the practical reality of this was
something that most British left-wing activists
of the time could even begin to comprehend.
But Paul knew it, as he knew by experience the
possibilities and limitations of political
activity, electoral and otherwise.

With other unions, the Post Office union

moved to a supportive position. Two of the

people who expressed this support were the
union General Secretary Alan Johnson, now
Labour's Minister for Health, tipped to be

Gordon Brown’s successor, and Kate Hoey, a
Northern Ireland-born MP for a London

constituency who had Post Office union

sponsorship.

The CLR and various trade union campaigns
began to yield results over the next few years,
into the early '90’s. But as the project entered
the realm of practical reality, cracks and

tensions emerged. In Derry it was known that
Paul Grace would soon be retiring from his job
as a trade union official in England, and

returning to live permanently in Derry; and it

was hoped that he might exert a positive
influence.

In fact, his retirement to Derry in 1994
practically coincided with a meeting organised
by Kate Hoey MP whose purpose and intention
were to take control of the relatively
unorganised Labour supporters in Derry with a
view to hijacking their campaign in the
unionist interest. Strange but true.

Within a fairly short time it was obvious to
Paul, and to everyone else involved, that it was
not going to be possible to use the British
Labour Party to bring about a non-sectarian
form of socialist electoral politics in Northern
Ireland.

Paul had a happy and contented retirement, and
he enjoyed a passion for golf, which he
continued until his final illness.



GMB Union Opposes Market in Health Service

NHS patients in England will be given cash payments tbuy physiotherapy,
home nursing and other healthcare services under peers included in a health

bill published in January.

Alan Johnson, the health secretary, believas people can become experts at
handling their illnesses and should be allowed @oidk which therapy suits them,

who should deliver it, and when.

This is tantamount to further introducing mdrgeactices into the Health Service
and if followed through will undoubtly be applied Northern Ireland as well.

Bill McClinton a member of the Irish Labour Party and a GMB Activist had
through his branch put forward to the following motion to the GMB’s Congress
held in Blackpool in the second week in June:

GMB Conference Motions:
195. New Labour's Health Plan -
undermines founding principles of NHS.

Congress is deeply disturbed that New
Labour’s plan to give patients money to buy
their own health care is diametrically opposed
to, and fundamentally undermines the
founding principles of the NHS.

Congress recognizes that patients should have
a right of input into treatment that they may
receive, however, giving people money and
then asking them to choose and determine
what is the most effective treatment to pursue ,
is fraught with danger to the health and well
being of the lay person.

Congress agrees that giving patients vouchers
to pursue health care may well sound the end
of the NHS as we know it and could create a
two tier NHS no longer free at the point of
entry for all.

Congress instructs the CEC to use all its
resources and influences both financial and
political to build an alliance with other like
minded groups and Unions, to mount an
effective campaign to get this obnoxious plan
scrapped and consigned to the dust bin of
history where it belongs.

252 Branch

North West and Irish Region

Bill as a delegate to the Congress said the
following in moving the motion ~

“The NHS is one of the finest and most
enduring achievements of the Labour and
Trade Union Movement.

As a simple illustration of this, when | was a
boy one of the older men who lived in my
street had a very badly damaged leg.

| asked my mother about this — and she
explained that he had been in an accident when
he was a boy but in those days you had to pay
to see a doctor and his family had been too

poor to take him to a doctor so his leg had
never healed properly. She told me that | need
not worry because we now had the NHS.

| later discovered that our movement set up the
NHS and this had consigned the story | just
told you to the dark ages.

The NHS abolished this type of thing because
it delivered Health Care on the basis of need.
Essentially it is a Socialist institution delivered
on the basis of need.

Thatcher attacked it and damaged it but she
could not kill it because it is in the lifeblood of
the peoples of this country.

Now New Labour or Neo-Liberal Labour — for
that is the ideological under pinning of the
New Labour Project — have come up with a
gimmick, which has a superficial seductiveness
about it.

Who after all does not want to have a say over
their health care!! However, hidden within
their proposal is the cash nexus.

Giving people vouchers for Health care will
inevitably lead to a two-tier system of Health
Care.

The well paid and wealthy will top up their
vouchers with their own money and as a result
the level of health care you will receive will be
based on not your need but your wealth.

This policy if enacted will make the position
even more difficult. It would also be the slow
death of NHS, which has saved so many of us
over the years.

THE NHS NEEDS LOVE AND RESPECT
NOT GIMMICKS WHICH  WILL
FATALLY DAMAGE IT IN THE LONG

RUN.

New Labour will say “No! no! no! You have
this all wrong, this is about increasing choice.”
The late JK Galbraith once saldfhe modern
Conservative is engaged in one of man’'s
oldest exercises in moral philosophy — the
search for superior justification for
selfishnes$



There is an alternative. It's called fairness. |
would urge you to read “The Spirit Level —
Why More Equal Societies Almost Always Do
Better” by Richard Wilkinson and Kate
Pickett. They demonstrate that in fairer
societies — and they use World Bank Data —

that even the well off are more healthy in fairer
societies.

So we need to stop this and stop it now — |
move the resolution.”

The motion was carried unanimously
and is now GMB Policy.

Belfast Trades Council Visits Cuba

Belfast Trades Council organised a study visit 1b& via the Cuban Solidarity
Campaign to coincide with the Mayday Parade in lHava&he Mayday Parade was
not only the Annual Celebration of Workers Day faiso fell in the 58 Year
following Castro’s successful Revolution in 1959Report by Bill McClinton.

Ceiling panel in of Museum of the
Revolution.

Laid-back Havana, music everywhere. We
arrived in Havana on the 28 of April. The
first thing that strikes you about the city is the
faded beauty of the place, many of the
buildings are in a state of decay, yet also
convey a charm which is difficult to describe.

Over the week we met various Cuban groupings reptatves from the Trade Unions , the Women'’s
Movement and the Veterans Association — who foaditigside Castro and Guevara.

The striking thing about these people is that tkiegw their system is not perfect and are open about
admitting mistakes etc. However they are also warmmitted to the revolution and proud of the
country’s achievements by way of education, heaittl housing. (The street hustlers if you can call
them that will also tell you quite openly what thégn’t like about the country so all in all no ocen
say that there is any pretence about the probleeysface)

One of the things which struck me was that the @slzgppear to have organised the various aspects of
civil society and incorporated them into their tiol system — i.e. in terms of the women’s groups
these reach from neighbourhood level, then toididavel, then to regional level and so on. Thesa
applies to the various other bodies. All of thekeetepeople upwards to represent them in the variou
areas, regional and state bodies. So it is a rept&tive regime — provided that you believe intthei
social system — is this not the same in the reiofvorld??
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