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Welcome to this first edition of 
Viewpoint. We have retained the 
best of the former Federation News, 
a well-established trade union 

journal, but committed ourselves to a new look, 
with plans to get the journal even more widely 
read. Viewpoint will also be placed on our website 
www.gftu.org.uk to attract an ever widening 
readership. We look forward to producing future 
issues with our long term partners on this 
publication, the Institute of Employment Rights.

Viewpoint contributions are intellectually and 
academically rigorous, yet written in a style that 
convinces and hopefully leads to action. 

A good journal stimulates thought and debate 
and informs. It certainly does not broadcast 
an editor’s, or an organisation’s line. It is 
an educational tool seeking clarity of mind. 
Controversy and disagreement are essential 
elements of this. The best information and ideas 
always have popular appeal. Yet they are also very 
challenging. We want Viewpoint to be a source of 
discussion in the learning environment and in the 
workplace. We welcome readers’ suggestions for 
future issues and of course your contributions. 

This is a very strong issue for our re launch.
Contributors pull no punches and tackle head on 
the most difficult issues of our day. How is it that 
an unelected Coalition without a mandate has 
convinced workers to take all the pain while their 
friends get all the gain in the biggest heist of our 
national wealth in history?

What is happening to our political democracy, 
our economy, manufacturing and public services 
is dangerous, unnecessary and above all easily 
reversible. But as ever, progress is not going to 
come about without some hard thinking and even 
harder political action. 

I remember distinctly in May 2010 as the 
Chancellor’s first budget was announced and 
he said that it was not really about economics, 
but about “changing the way in which Britain 
was governed for ever.” How many leading trade 
unionists recognised that this meant it was not 
business as usual? There was indeed an early 
recognition of how the Coalition’s obsession with 
supporting the City of London at the expense 
of any other social grouping, would lead to a 
disastrous double dip depression. Disaster is not 
difficult to predict when you are dealing with the 
economics of the madhouse and vandalism. But 
such a whole scale catastrophe as we now face is 
more difficult to get out of. 

Fear has set in and as one union delegate 
reminded a conference recently, FEAR stands for 
how False Economics Alters Reality. It is perhaps 
the combination of these two factors, a continual 
illusion in everyday discussion and the media 
that the national piggy bank is so empty we have 
no alternative but to tighten our belts together 
with fear that leads to insufficient resistance to 
mass unemployment and privatisation. 
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Reality also changes with the words we use. 

The most misused word is ‘austerity’. We should 
stop using it. Austerity really means having to 
do without something that is unnecessary. It 
assumes that there really is a need to do without 
something. A history book called Austerity Britain 
is about the five years after the war when human, 
economic and social structures were genuinely 
recovering from the depletion of war. There were 
real shortages of real things on the level of basic 
necessities. 

But we are not in austerity Britain now. The 
bankers and super rich can genuinely do without 
their bonuses, fast cars, mega mansions and 
yachts, but we cannot do without our jobs, our 
public services, our free national health service, 
and our infrastructure of utilities, industries 
and publicly accountable bodies. We can’t do 
without our pay and pensions either. To use the 
word austerity is to buy into the idea that things 
are tough and there is little left in the kitty. 
In reality we cannot do without the civilising 
and productive effect of an infrastructure of 
public services, we cannot get by without well 
paid work, free education and health and social 
services safety nets for when times are hard. We 
are therefore not facing austerity, but a highly 
politically orchestrated attack on the productive, 
social economy. Things are tough, but not 
because there is a shortage of wealth creating 
labour, or indeed money. 

Things are tough because the most 
sophisticated mechanisms in human history have 
been found to take the wealth that is created in 
social production and put it into the hands of 
a small minority of people who put it into their 
own pockets after gambling with it on the casino. 
We are in tough times because we are being so 
spectacularly fleeced. Always remember that 
everything in those bank accounts comes from 
us, our wages, our savings, our pension funds, 
our mortgage payments, the cash transactions of 
small businesses, our purchases. Money doesn’t 
grow on trees it exists as a means of exchange in 
the productive cycle. 

We tend, in a very British way, to make a 
euphemism for the recent economic crises and 
talk of the ‘greed’ of the corporate elite and the 
banks. True, individuals within these institutions 
know no limits to their personal ambitions to 
stuff their astronomical private bank accounts 
full of our money. But the relentless, short term 
drive for ever increasing profits, regardless of their 
source and their consequences, and the near 
total deregulation of the financial speculation 
that drives this profit motive is politically, 
economically and legislatively approved. 
Indeed it is the constitutional purpose of many 
institutions, including the IMF, WTO and the EU to 
achieve such objectives. 

Once a previous, post war generation found 
a solution to the chaos of unfettered liberal 
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capitalism and brought some sanity and coherence 
to production through nationalised industries and 
utilities and the development of welfare models of 
society, including vibrant publicly funded services 
and democratically accountable social and 
political structures. Now our generation struggles 
with the zombie like presence of neoliberalism. 
Liberalism was killed off by the post war political 
consensus. Now it has come back and is intent on 
sweeping aside all of the progress of the post war 
social democratic consensus. 

Included in these of course were the respected 
place of trade unions, progressive trade union 
and employment rights and nationally cohesive 
political structures designed to introduce some 
elements of planning and consistency to industrial 
and social development. Social democracy sought 
to distribute wealth, build on fairer taxation 
systems and ensure the investment of capital in 
production and manufacturing at the heart of the 
economy. Today new solutions to new problems 
have to be found. Contributors to this issue do not 
shy away from the scale of the new solutions that 
have to be tackled. 

Those who caused the crisis have got off with 
it not just scot free, but more powerful and richer 
than before. Professor Prem Sikka reveals not 
just the scale of their reckless gambling, but the 
futility of government plans to ‘regulate’ the banks. 
Needless to say current proposals through the 
Financial Services Bill do not even put a leash on 
the rabid freedoms of the spivs. Tackling the City of 
London is surely the touchstone of any genuinely 
progressive political policy for the future. 

From the devastating, but unreal world of the 
finance houses, we are taken down with a bump 
by John Mills to consider the heart of the real 
economy in manufacturing. A lot of recent debate 
has concentrated on the Keynesian requirement 
for public investment in public works and services, 
but John gives us a salutary reminder of the truth 
that unless we protect and harness manufacturing, 
our nation’s ability to pay for public services 
is limited. He warns, like other authors here, of 
extremely serious consequences if present policies 
are pursued much longer. 

A regrowth of the productive economy and 
industry cannot disregard climate change and the 
environment. Keith Sonnet argues in effect that 
we have to see an urgent concern to create full 
and meaningful employment as being integral to 
protecting the planet from further environmental 
hazards. Indeed it may well be that the increasing 
sophistication of techniques to harness renewable 
energies may turn out to be a significant driver 
in high skilled job creation. For sure we can no 
longer talk in abstract of ‘growth’ without proper 
consideration for the climate.

In his contribution Rico Tortolano provides one 
of the most concise and convincing rebuttals of 
the entire neoliberal economic project. He points 
out that many other countries, notably in Latin 

America and elsewhere have chosen an alternative 
and more successful path putting the human 
being again at the centre of the economic and 
political project. He touches also upon the inspiring 
role trade unions have played in reversing the 
direction of the all-powerful neoliberals. 

Professor Keith Ewing takes up the issue of 
trade unions and demonstrates how the neoliberal 
agenda requires, almost as a centre piece of its 
strategy, the destruction of union rights and most 
fundamentally collective bargaining. This must 
be resisted and Keith proposes restoring collective 
bargaining via sectoral forums. 

Already ahead of us in some senses, the 
neoliberals have put into place through the 
European Union a number of directives and policies 
designed to restrict our ability to defend collective 
bargaining and our previous gains. In his piece, 
RMT Journal Editor Brian Denny, clearly spells out 
where the latest round of difficulties comes from in 
the Monti 11 Regulation. This is something of vital 
importance for all trade unionists to become more 
aware of and Brian’s hard hitting expose of what is 
in store cannot be ignored. 

Of course it is not just that there is worse ahead 
for us, but also the fact that we have seen the 
incredible unfolding of the plunder of Greece and 
complete disregard of the will of its people in the 
birthplace of democracy. Former NATFHE General 
Secretary Paul Mackney spells out the anatomy 
of destitution ravaged deliberately upon that 
country. Is it really that far-fetched to recognise 
that this is how Britain is heading? 

Events do not occur by accident even at 
national and intercontinental levels. Lecturer 
Linda Kauchner gives us a flavour of the highly 
organised and highly secretive negotiations that 
take place to wreak the havoc we have witnessed 
in Greece and throughout Europe. The usual 
question is cock up or conspiracy? And the usual 
answer is they conspire carefully to create a cock 
up. The grief we are suffering has not arisen by 
accident and those with hands on the levers of 
power have worked very hard at it. Linda gives an 
insight into how they have done this.

Finally, we have a short free standing tail piece 
from NAPO General Secretary Jonathan Ledger who 
links the transformation of London by the Olympics 
to discussions with trade unionists during a recent 
GFTU study visit to New York. The Olympics were 
enjoyed by millions because of the very public 
BBC which the neoliberals hate, and because of 
the world class technical skills of BECTU members, 
and the wonderful photography, writing and 
commentating of NUJ members. Such sporting and 
reporting and recording brilliance give us a glimpse 
of what human powers would be allowed to blossom 
if we could as a Movement deal concertedly with 
the most destructive political and economic trends 
that constrict and diminish our potential.

Doug Nicholls

‘‘We are in 
tough times 
because we 
are being so 
spectacularly 
fleeced. Always 
remember that 
everything in 
those bank 
accounts 
comes from us, 
our wages, our 
savings, our 
pension funds, 
our mortgage 
payments, 
the cash 
transactions 
of small 
businesses, our 
purchases”’ 
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WHAT ARE WE To Do WITH BAnks? That has been a recurring 
question for the last four years. Any reforms have to recognise the 
entities for what they are.

Banks lubricate the wheels of capitalism through credit, by effectively 
printing money, and are indispensable to a modern economy. But they 
have also brought the world economy to the edge of disaster though 
reckless speculation, gambling and abuses. This did not create anything 
of value but generated mega bonuses for bank executives. 

The extent of gambling is quite frightening. At 31st December 2007, 
just before the banking crash, banks had written derivatives with a face 
value of some US$1,148 trillion. Most of the contracts were written 
between the years 2000 and 2008. Just five banks had derivatives with a 
face value of some $170 trillion. JP Morgan had $2.251 trillion of assets 
and $91.339 trillion face value of derivatives. Derivatives are clever bets 
on the movement of exchange rates, interest rates, commodity prices 
and anything else that moves. Of course, in the finance world they are 
wrapped-up in the language of risk-management and hedging. 

Derivatives are a fool’s paradise which create the impression that risks 
are being extinguished. That simply is not the case, especially when 
markets go belly-up and underlying assets prices (such as houses) 
decline. The outcome of the derivative contracts will not be known for 
another 10-15 years as they involve long-term gambles and involve 
numerous parties as the contracts are sliced, diced and repackaged. 

The warning signs about derivatives have been 
flashing for a long time. US economists Myron 
Scholes and Robert Merton are credited with 
developing models for trading in derivatives which 
offered the possibilities of comparatively low-risk 
trading through a calculated use of borrowing, 
lending and short selling. In 1997, they received the 
Nobel Prize for their efforts and became darlings 
of stock markets. They made huge profits through 
Long-Term Capital Management, a hedge fund. But 
just seven months after receiving their Nobel Prize, 
their models were in trouble as they took no account 
of the inherent weakness of the capitalist system. 
At one stage, LTCM had capital of only $4.72 billion, 
but borrowed $124.5 billion and thus tied numerous 
other banks to its risky positions. In 1997-98, LTCM 
misjudged the severity of the East Asian and Russian 
financial crisis and found itself with $400 million of 
capital, $100 billion of debts, $4.5 billion of losses 
and derivatives with a face value of $1 trillion. Rather 
than letting LTCM sink, the US government feared 
the knock-on effects and bailed it out with the help 
of a consortium of banks.

Derivatives were central to the demise of Bear 
Stearns and Lehman Brothers. At the time of its 
demise, in 2008, Lehman Brothers had 900,000 
derivative contracts with a face value of around $738 
billion. These are still unraveling. Bear Stearns also 
collapsed in 2008. For nearly six years before its 
demise, almost all of its pre-tax profits came from 

reForming 
Banks

Banks have been 
addicted to gambling 
By Prem Sikka
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speculative activities. The bank had shareholder 
funds of only $11.8 billion, but borrowing of $384 
billion. Its derivatives had a face value of $13.4 
trillion, not much less than the entire gross domestic 
product of the US. At the end of 2007, Northern Rock 
had derivatives with a face value of £125 billion. 
The bank has been sold to Richard Branson’s Virgin 
empire but many of its risks of derivatives remain 
with the UK taxpayer.

After the banking crash, the face value of 
derivatives is still in excess of $1,000 trillion. The 
exact economic exposure of banks to these bets is 
not known, but a 1% exposure could be catastrophic 
for the world economy. The global gross domestic 
product is currently around $65 – $70 trillion. 

Gambling, frauds and fiddles
There is a strong case for curbing the speculative 
side of banking. Banks have been addicted to 
gambling and are also serial offenders. The mid-
1970s banking crash drew attention to frauds 
and fiddles. The crisis infected the property and 
insurance sectors and the government had to secure 
a loan from the International Monetary Fund (IMF) 
to see it through. 

Then the 1980s saw the endowment mortgage 
mis-selling scandal. Around 8.5 million mortgaged 
related policies were sold. Salespersons collected 
commissions and executive collected fat bonuses, 
but 60% of the policies turned out to be worthless, 
leaving their holders with a shortfall of £60 billion. 
This was followed by the pensions mis-selling 
scandal that short changed 1.4 million people by 
£13.5 billion.

The 1990s saw the precipice bonds scandal and 
thousands of investors lost money. This was followed 
by the payment protection insurance (PPI) scam 
running into £10 billion. 

In June 2012, financial regulators in the USA and 
UK fined Barclays Bank US$290 million and £59.5 
million respectively for manipulating the London 
Interbank Offered Rate (LIBOR) which made the 
bank look more credit worthy and also generated 
huge profits. Other banks are also on the regulatory 
radar. In February 2012, Barclays also drew the ire 
of the UK Treasury and the government introduced 
retrospective legislation to halt two tax schemes 
that would have enabled Barclays to avoid around 
£500 million in corporate taxes. The Treasury’s press 
release referred to the schemes as “highly abusive”. 
Of course, other banks are also implicated in tax 
avoidance. The Royal Bank of Scotland (RBS) bought 
back its own bonds in the market at a profit of £3.8 
billion. The deal was structured in such a way that 
the bank avoided paying any tax on this transaction. 
In 2009, it was reported that the bank avoided 
around £500 million of UK [and US] corporation tax 
by using large sums of money to create complex 
international tax-avoidance schemes.

In July 2012, the US Senate Permanent 

Subcommittee on Investigations reported that HSBC facilitated money 
laundering for shadowy organisations and individuals from Mexico, Iran, 
the Cayman Islands, Saudi Arabia and Syria. HSBC is expecting a US fine 
of hundreds of millions of dollars. 

Whichever way you look at it banks have been serially corrupt. Fines 
and penalties have become part of normal banking business. The 
costs are simply passed on to customers. The fact that banks keep on 
getting away with it is indicative of the bankruptcy of UK politics. There 
is no real competition amongst political parties. They have all been 
advocating the same ideology of light touch regulation and have been 
in awe of the City of London. The result has been an economic disaster.

The new financial services Bill going through parliament is based 
on a report by Sir John Vickers and is not up to the job. We need a 
legally enforced separation of retail and speculative (some like to call it 
investment) banking. The speculative side should not be able to borrow 
money from insurance companies, pension funds or retail banks as the 
gambles would surely infect and destroy ordinary people’s savings. The 
speculative side should have unlimited liability. Let us see how many 
are willing to risk their own millions?

Three reform possibilities
The incessant demands from the stock market for higher profits are a 
key driver of the predatory practices. Stock market don’t care whether 
profits are from tax avoidance, money laundering or from plundering 
people’s savings. As executive remuneration is linked to profits, they 
personally benefit from dodgy practices. This needs to be tackled 
through three possibilities. Retail banks can be nationalised and thus 
brought under public control and regular parliamentary scrutiny and 
audits by the National Audit Office (NAO). Such banks can also be used 
for macroeconomic policies and direct investment in specific sectors 
as the government seeks to rebuild and rebalance the economy. 
Alternatively, banks can be turned into co-operatives and mutuals. 

There has been a vast gulf between the risk preferences of bank 
executives and ordinary people. Normal people want a reasonable return 
on their investment, detest rip-off charges and don’t like fat-cat salaries. 
The Con-Dem government hopes that shareholders will check corporate 
abuses, but this is not feasible as shareholders have only a short-term 
interest in companies and care little about the social consequences of 
the quest for higher returns. The duration of average shareholding is less 
than three months. The abuses need to be checked by democratising 
banks. Employees, savers and borrowers should elect directors and also 
fix their remuneration. This will exert pressure on directors to give good 
service to savers and borrowers. Rip-off charges for loans and credit cards 
and measly returns on savings will surely jeopardise their reappointment. 
In many banks the front line staff earn around £17,000 a year. They are 
unlikely to vote to approve a large pay packet for an executive unless they 
feel that they are getting an equitable share of profits.

Banks have been poorly regulated because of the revolving doors. 
Bank executives become regulators and then a few years later return 
to the banking sector. They are not in the habit of biting the hand that 
feeds them. The regulatory committees should contain individuals who 
come with a different mindset and are more concerned with the public 
interest rather than what is good for bankers. The collusive atmosphere 
should be checked through annual parliamentary hearings. All policy 
meetings of the banking regulators should be held in the open, and 
information in the regulator’s possession should be made publicly 
available. Regulators should have permanent strategic presence at all 
banks so that danger signs can be monitored on a real-time basis.

The above is the beginning of reforms necessary to curb the excesses 
of an industry that has damaged the lives of millions of people.
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is to bargain collectively on behalf of workers. When Margaret Thatcher 
became Prime Minister in 1979, collective agreements negotiated by 
trade unions reached 72% of the workforce. Now it is 32% and falling.

I would call this a crisis for the Movement. But it is only a crisis if 
we agree that collective bargaining is important. It is true that we 
can always find other things for trade unions to do. We can secure 
legislation from a Labour government, such as the National Minimum 
Wage. And we can provide valuable services to members when 
employers fail to pay the minimum wage, or fail to comply with other 
legislation we have persuaded a friendly government to pass.

But this is a dead end to nowhere – displacement therapy and not 
much else. Not only is collective bargaining density in freefall. Trade 
union membership is also in decline, though there are welcome signals 
now and again bucking the trend. Trade unions will not survive as a 
protest movement enforcing the rules that have been made by someone 
else. It is essential for the very soul of trade unionism that trade unions 
make the rules (with employers) by which workers are governed, and 
that trade unions police compliance with these rules.

But it is not only in the United Kingdom that collective bargaining is 
under threat. Once the bastion of trade union activity, the great social 
democracies of the EU are also yielding to the forces of neo-liberalism 
fuelled by the dogma of austerity. Earlier this year, I attended a meeting 
of trade unionists in Rome along with my colleague Daniel Blackburn 
from the International Centre for Trade Union Rights. The hospitality 
was warm, but the conversation was chilling.

We heard of how in countries like Greece, Portugal and Spain there  
is strong pressure on employers to decentralise their collective 
bargaining activities down to the level of the enterprise, giving more 
power to employers. We heard of how in new member states like 
Bulgaria and Romania, various anti – union strategies are being 
deployed by governments and employers, and of how even in countries 
like Germany companies are looking for ways to escape from sector 
wide collective bargaining.

We also heard from Cypriot trade unionists, awaiting nervously the 
arrival of the Troika (the European Commission, the European Central 
Bank and the IMF), fresh from its blitzkrieg of the national economies 
of other member states. They have every right to be nervous, the ILO 
having recently sent a High Level Mission to Greece, the report of the 
Mission lamenting that the effect of the Troika has been to bring the 
industrial relations system in Greece close to collapse.

What was also striking about the meeting in Rome was the total 
failure to apprehend what is likely to happen. Returning to Danny 

Boyle’s vision of British history, it is like being on  
the innocent threshold of a great and bloody war 
with no capacity to imagine just how brutal it will 
become. It is only when the lesson has been taught 
by the great ‘Professor Experience’ that the lesson 
will be learned. By then of course it will be too late, 
much too late.

We have been there and have much to teach 
the rest of Europe. With us collective bargaining 
decentralisation started in the 1960s, partly because 
of the demands of employers, and partly because 
of our own hubris. We have learned a bitter lesson, 
and we need to put together again that which has 
been destroyed. If trade unionism is to recapture 
its historic role, we need to raise our ambitions 
with strategies that will ensure that every worker is 
covered by a collective agreement.

That does not mean a strategy for trade union 
recognition in which we demand some tinkering 
with the statutory recognition procedure, though 
that would help. On the contrary, it means a strategy 
for collective bargaining in which we rebuild the 
sector wide national agreements that were once as 
prevalent in this country as they were until recently 
in most of the EU member states. That will require 
government support. But is that not why trade 
unions support a Labour government?

One of the most shocking features of 13 years of 
Labour government was the failure to engage with 
this agenda, which is essential to the future of trade 
unionism. It is all the more shocking for the fact 
that there were several opportunities to have that 
engagement – the first with the proposals for sector 
forums which were promised at Warwick in 2004, 
and secondly after the decision of the European 
Court of Justice in the Laval case in 2007 and the 
related dispute at East Lindsey in 2009.

There is so much that is good to come out of 
a collective bargaining strategy. Restoring the 
fortunes of trade unionism is not an end in itself, 
but a means to an end. Higher collective bargaining 
density will lead to higher wages and a more equal 
society, which it turn will aid economic recovery 
by stimulating demand. As a result it will create 
more jobs and lead to less unemployment, and in 
the process will reduce the welfare bill while also 
increasing the tax take.

It is not clear to me what we are waiting for. 
Eventually the penny will drop, as it did when in the 
1930s a Tory-led government embraced collective 
bargaining as a key lever in the journey from 
misery to happiness. Labour talks a good game 
about reflation and growth. But it is about time 
it proclaimed the virtues of trade unionism and 
collective bargaining in order to get us out of the 
current mess. And it is now time for trade unions to 
do the same, with the same boldness and confidence 
we saw on display in the work of Danny Boyle. 

‘Restoring the fortunes of trade  
unionism is not an end in itself, but 
a means to an end. Higher collective 
bargaining density will lead to higher 
wages and a more equal society, which 
it turn will aid economic recovery by 
stimulating demand’
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