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As the time of writing, the US and Britain are
pressing to get UN Security Council authorisation to
make war on Iraq, war which this time will not end
without the regime in Baghdad being overthrown.

The original excuse for war — Iraq’s alleged posses-
sion of non-conventional weapons, and its refusal to allow
UN inspectors access to seek out and destroy them —
disappeared on 16 September when the Iraqi Government
offered UN inspectors access into Iraq on the terms of the
existing Security Council resolutions, and subsequently
on 1 Octoberagreed arrangements with the head of the UN
weapons inspectorate, Hans Blix. Atthat point, the causus
belli, as stated consistently by the British, was gone: there
was nothing to stop UN inspectors being on the ground in
Iraqin a matter of days. Butthe US Government had made
it clear long before 16 September that it had no interest in
weapons inspection, its aim being to overthrow the Iraqi
regime.

The people in Whitehall who were clamouring for the
immediate admission of inspectors to Iraq a few weeks
earlier are now refusing totake “Yes” forananswer. They
follow along behind the US Secretary of State, Colin
Powell, who declared that the US would take any mea-
sures necessary to stop inspectors going into Iraq. And
having been called in by Powell, Blix has now accepted
that he is a servant of the US and not the Security Council
and called off inspections.

The excuse offered by Britain for preventing the

* inspections they were previously demanding is that there

must be a “tougher” inspection regime, which demands
that inspectors be allowed to go anywhere anytime, and
which carries with it the threat of military force in the
event of Iraq failing to allow such access.

Labour and Trade Union Review 1




UNSCOM successful

The unstated assumption here is that
the old inspection regime failed to get
the job done. In fact, the previous
UNSCOM weapons inspectors were very
successful, and would have completed
their job longago, had they been allowed
toremain in Iragand carry outinspections
in the manner agreed with the Iraqgi
Government, in particular, for sites
deemed “sensitive” by the Iraqi
Government. These included the so-
called “presidential sites”.

For reasons unknown, the head of
the UN weapons inspectorate at the time,
Richard Butler, refused to allow the
agreed procedure to be applied to the
Baa’th Party headquarters in Baghdad in
December 1998, whereupon the
inspectors were refused access. This
was used by Clinton and Blair as an
excuse to bomb Iraq beginning on 16
December. The Judiciary Committee of
the House of Representatives had voted
its final impeachment article against
Clinton on 13 December. Theinspectors
were withdrawn, without the permission
of the Security Council, prior to the start
of the bombing —and have not been back
since. The bombing itself was not
authorised by the Security Council.

Clinton and Blair are responsible
for UNSCOM failing to complete its
inspections in Iraq.

Logical course now

It goes without saying that if the
disarmament of Iraq was the name of the
game, and if this was an urgent necessity
to prevent Iraq’s acquisition of even
more weaponry (as was being said a few
weeks ago), the logical course of action
would have been to get the inspectors in
as soon as possible — and to “toughen”
the inspection regime later if and when
the experience of inspection
demonstrates that it is necessary to do
s0.

Why was the return of the UN
Inspection Team responded toasa hostile
act by America and Britain? Not only
because it would get in the way of an
Ameranglian war, but because of the
danger that Blix would conduct it
honestly and report that the hysterical
Ameranglian scaremongering of recent
months was groundless.

The game is no longer the
disarmament of Iraq. If further proof
were needed that this is so, one has only
to read the draft resolution which the
British and US governments are seeking
support for in the Security Council at the
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time of writing. If passed, this would give
any permanent member of the Council
authorisation to invade Iraq on the pretext
of carrying out weapons inspections. In
particular, it would authorise the US and
Britain to invade.

Draft resolution ,

The key provisions of the draft
resolution (which is available in full on
the MSNBC website) are that:

(1) “any permanent member of the
Security Council may request to
be represented on any inspection
team with the same rights and
protections accorded other
members of the team”

(2) “teams shall be accompanied at
their bases by sufficient UN
security forces to protect them”

(3) “[teams] shall have the right to
declare for the purpose of this

-resolution no-fly/no-drive zones,
exclusion zones, and/or ground
and air transit corridors, (which
shall be enforced by UN security
forces or by member states)”

(4) “|teams] shall have the free and
unrestricted use and landing of
fixed and rotary winged aircraft,
including unmanned
reconnaissance vehicles”

Iraq is required:

(1) toproduce, within 30 days of the
approval of the resolution, a full
inventory of its weapons
programmes and current stocks

(2) to provide UNMOVIC [United
Nations Monitoring,
Verification and Inspection
Commission] and IAEA
[International Atomic Energy
Agency] with “immediate,
unconditional, and unrestricted
access to any and all areas,
facilities, buildings, equipment,
records, and means of transport
whichthey wishtoinspect”, plus
“immediate, unimpeded,
unrestricted and private access
toall officials and other persons™
whom they wish to interview
(and who can be removed from
Iraq along with their families for
this purpose). -

Iraqis required to state its acceptance
of the terms of the resolution within 7
days of its approval by the Council. If
Iraq refuses to accept these terms, or
subsequently fails to co-operate to the
fullestdegree, the consequences are drastic

¢ false statements or omissions in
the declaration submitted by Iraq to the
Council and the failure by Iraq at any
time to comply and cooperate fully in

accordance with the provisions laid out in
this resolution, shall constitute a farther
material breach of Irag’s obligations, and
thatsuch breach authorizes member states
to use all necessary means to restore inter-
national peace and security in the area.”

In other words, the US (and any other
member state of the UN) would be authorised
to “use all necessary means”, including
military means, against Iraq immediately
any omission or lack of co-operation is
reported to the Security Council, without
any further authorisation by the Council.

An unacceptable offer

Clearly, the name of the game is to make
Iraq an offer it cannot accept —and then have
an immediate pretext for making war on
Iraq. At the time of writing, France and
Russia have not agreed to support this
resolution even in a modified form, or to
refrain from vetoing it. But the likelihood is
that the US and Britain will eventually get
their way, and a resolution will be passed,
which demands inspection conditions that
are tantamount to invasion — and that Irag
will understandably refuse to surrender
before a shot is fired. There will then be an
immediate pretext for Blair and Bush to
make war on Iraq with the approval of the
Security Council —whichis what they wanted
to do in the first place.

The draft resolution does not mention
regime changeinIrag. Nominally, therefore,
Security Council approval for war would
extend only as far as stripping Iraq of its non-
conventional weapons, and the means of
delivering them, inaccordance with Security
Council resolutions. But it would be foolish
to bet on the survival of the present regime
once US forces are on the ground in Iraq.

Regime change in Iraq is the official
policy of the US inherited from Clinton
(who in 1998 signed into law the Iraq
Liberation Act which commits the US “to
support efforts to remove the regime headed
by Saddam Hussein from power in Iraq”).
Butof late, Bush has toned down his rhetoric
about regime change, and concentrated on
the threat allegedly posed by Iraq’s non-
conventional weapons. This is obviously a
deliberate ploy to increase the chances of
Security Council authorisation for war with
the stated objective of disarming Iraq, but
with the unspoken intention of overthrowing
the present regime in the process.

(On the day the proposed Ameranglian
resolution was leaked, it was compared on
BBC television with the Rambouillet
proposal to Yugoslavia a couple of years
ago, in that, if it was accepted, it would lead
to an unresisted occupation of the state, and
if rejected would be held to justify an

invasion. This was in fact the first time the
BBC presented Rambouillet in its true
colours. Atthe time it was presented asa fair
proposal which Milosovic wantonly
rejected.)
Anaesthetised

Lastmonth, Blairanaesthetised the TUC
and the Labour Party (and to large extent the
House of Commons) by sayingthat he would
work through the UN to bring about the
disarmament of Iraq. If as seems likely the
US and Britain get their way on the Security
Council, the end result of working through
the UN will be to sanction war, ostensibly to
disarm Iraq but in reality to replace the
present regime with a more compliant one —
and to prevent Iraq being disarmed without
a shot being fired by reintroducing weapons
inspectors (insofarasitneedstobedisarmed,
which is not much if at all).

And it will be impossible for opponents
of the war to argue that the US and Britain
are acting outside international law by
making waron Iraq, since they will beacting
with the authority of the Security Council.

But what can the authority of the Security
Council count for now? It has been givenan
ultimatum by America and Britain to
authorise what they want to do do or else be
puton the shelf while Amerangliaactsalone.
And what can be the moral or legal value of
an authority granted by “the world” in
response to an ultimtum? Those who
delivered the ultimatum have by virtue of
that fact usurped the power of “the world”.

Will those on the Left who have made
the Security Council the keepers of their
conscience continue to do so after this?

Very probably they will because they
are as committed as Bush and Blair to the
view that the Iragi regime is illegitimate.
They view the world in Utopian terms, and
their Utopianism is easily manipulated by
the holders of power. But, by any realistic
standards, the Iragi regime must be held to be
legitimate and competent. Iraq is a group of
incompatible elements thrown together by
Britain for its own purposes eighty years ago,
and governed by force by the British regime
and the Iragi regimes that followed. That
grouping should never have been formed
intoastate. The general Arab State promised
by Britain when working up the Arab Revolt
is what should exist. But, given that Iraq is

what Britain caused to exist, it has to be said
thatit continues to be governedinthe manner
set by Britain, and that in social welfare ,

matters it was governed by the Ba’ath Party
better than Britain had governed it — until
the American Ambassador gave it the green
light toact against Kuwaitin order to provide
the excuse for making war on it.

Anti-Semitism

This magazine has been ac-
cused of anti-Semitism because it
employed the term “ Jewish terror-
ists” to describe the Irgun and the
Stern Gang, rather than “ Zionist
terrorists”

Perhaps those Jews who have
renounced the right to become Is-
raeli citizens and who endorse the
unconditional rights of the Pales-
tinians to return to their homeland
(which incidentally would render
the Zionist project unsustainable ),
can express an unbiased technical
objection. But, howsoever they
are described, their actions were
done in the name of all Jews
everywhere.and for all time. And
since the vast majority of Jews
today claim as thier own - as well
as reserving the exclusive right to
become the citizens of - the state
which those actions helped create,
it is far from obvious why it is
inaccurate still less anti-Semitic to
employ the word “ Jewish”.
Peaceloving Jews must face up to
what is done in their name.

To try to make the Palestin-
ians feel guilty for describing Is-
rael as "Nazi" is as eccentric as
expecting the British during the
war or even now, to think of
Churchill as a racist for describing
the Germans as "The Hun".

The radical campaigner Naomi
Klein, who is hardly most person’s
idea of a fundamentalist, at least
not in the religious sense, has said
that Jews everywhere need Israel
asalastrefugeincase worldevents
getreally rough. If thisisa serious
Zionist concern then it would be
negligent for Israel not to create a
much larger state which would be
required to accommodate the
Diaspora. And who will have to go
to fascilitate that?

And while we are on the sub-
ject of the Palestinians. The obvi-
ous principle - that it can never be
just to steal a man’s coat in order to
bargain for his trousers - if the
justice of this principle is to be
percieved by many people to have
recievedinternational endorsement
- in' International Law if you like -

it will require the USA, EU and

UNO to insist that Israel disman-
“fles it’s fortified settlements and
* theiraccompanied infrastructure in

Gaza and The West Bank before

‘any further negotiations.
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NATS:
why its debt was
- doubled

When the National Air Traffic
Services (NATS) was partially pri-
vatised in July last year, its debt
burden was more than doubled.
Priorto privatisation, itowed £330m
to the National Loan Fund; after
privatisation it owed £733m to a
consortium of banks (Abbey Na-
tional, Barclays, HBOS and Bank
of America). Needless to say, the
latter is at a significantly higher rate
of interest than the former.

This is clear from the National
Audit Office (NAO) report on the
transaction published on 24 July:

“NATS’ initial financial
structure saw NATS’ debt rise
Jfrom £330 million to £733 million
to cover the sale proceeds paid to
the Government.” (Summary,
paragraph 16)

So a transformation that was
supposed to provide NATS with
access to bucket loads of private
finance for investment, not to men-
tion untold benefits from private
sector management and private sec-
tor economic disciplines, began by
saddling it with an extra £403m of
debt. To put this figure into per-
spective, its annual revenue was
around £600m in 2000/1, so this
extra debt amounts to around eight
months revenue, which it is having
topay back withinteresttothe banks
over the next 20 years.

This extraordinary state of af-
fairs came about because the part-
ner chosen by the Government for
the NATS Public Private Partner-
ship (PPP) — the Airline Group —
paid a mere £50m for its “partner-
ship” and a 46% share in NATS.
The Government ended up getting
£758m as a result of the transaction,
but the bulk of that came from a
£733m loan taken out, not by the
Airline Group, but by NATS and

by David Morrison

repayable by NATS. Of the £758m
received by the Government, £330m
was required to repay NATS’ out-
standing loans to the National Loans
Fund, so the Treasury got around
£428m net for the transaction.

Thus, the Government’s
reorganisation of NATS as a PPP
was accompanied by an increase
in its debt from £330m to £733m.

As its name implies, the Airline
Group is a consortium of airlines:
British Airways, British Midland,
Virgin, Britannia, Monarch, EasyJet
and Airtours, all of which are cus-
tomers of NATS. A 5% share was
reserved for employees, leaving the
Government with 49%.

Why was this bizarre arrange-
ment made, whereby a private part-
ner was brought in fora nominal sum,
but the partnership thereby created
had to dramatically increase its bank
debt in order pay for the new part-
ner’s stake? The answer is the Treas-
ury was adamant that the proceeds
from the sale should conform, as far
as possible, to its original estimate.
As the NAO report put it:

“The Department and the
Treasury attached importance to
the potential proceeds from a sale.
Some £500 million in receipts had
been assumed in the Department’s
expenditure totals inherited from
the previous administration.”
(Paragraph 1.9)

The eventual outcome was the
product of the Treasury insisting on
its pound of flesh despite the
serious consequences for the new
part-privatised NATS. That is how
in July last year, NATS had its debt
more than doubled.

NATS’ BUSINESS
NATS provides air traffic con-

trol services in UK airspace, and
jointly with Ireland in the Oceanic
Control Areaover the North-Eastern
Atlantic Ocean. In the year 2000, it
handled more than two million flights

¥ carrying around 200 million passen-

gers.

Control of aircraft in UK air-

. space flying between airports, or en

route to overseas destinations, is
known as “en route” air traffic con-
trol, and this is NATS’ major activ-
ity, accounting for about 82 per cent
of its revenue (around £486 million
in 2000/1). NATS is the sole pro-
vider of en route air traffic control in
UK airspace. Charges for en route
servicesare collected onits behalf by
a division of the European organisa-
tion for the safety of air navigation,
Eurocontrol.

A second source of income for
NATS (around 13 per cent of turno-
ver, or £81 million in 2000/1) is
through control of aircraftarriving at
and departing from UK airports.
NATS provides air traffic services at
14 major airports, including
Heathrow, Gatwick and Stansted. At
airports, NATS recovers its costs ei-
ther directly from aircraft operators
orthrough charges paid by the opera-
tor of the airport.

Provision for airport air traffic
control isacompetitive market. Some
airports provide their own air traffic
control services, while others use
private companies such as Serco.

NATS also receives revenue for
services to the Ministry of Defence,
for services to helicopters operating
in the North Sea, and for various
training, engineering support and
consultancy contracts in the UK and
overseas.

Prior to part-privatisation,
NATS was a wholly owned subsidi-
ary of the Civil Aviation Authority
(CAA), which has a broad remit in

. the regulation of air transport. Cru-

cially, it was relatively free to set its
charges for en route services for
which it was a monopoly provider.
Unsurprisingly, therefore it was not
a loss making enterprise, and turned
in a modest operating surplus of
around £50m a year in the 1990s.

Its safety record was (and is)
second to none — there has never

been a fatal incident in UK airspace
attributable to NATS. In terms of
flightdelays, it performed better than
most air traffic control bodies in
Europe, despite managing some of
the most heavily used airspace over
southeast England.

So, at the time when New La-
bour decided to partially privatise it,
NATS was doing a reasonably good
job. The one blot on its copybook
was the delay in opening its new en
route air traffic control centre at
Swanwick in Hampshire. This was
originally due to open in late 1996,
but eventually opened only in Janu-
ary this year, some £150m over the
original £475m budget. This was
seized upon by New Labour as yet
another example of the inability of
public bodies to get major projects
completed on time and on budget,
for which the only cure is private
sectorinvolvement. Never mind that
it was the private sector, in this case,
the US supplier of air traffic control
equipment, Lockheed-Martin, which
had failed to deliver a functional
system on time. :

PRIVATE INVESTMENT

But the main reason given by
the Government for the part-privati-
sation was that NATS needed to be
free to have access to private capital
forinvestment, and not have to com-
pete with the NHS and other good
causes for funds from the Treasury.
The public-private partnership
would, it was said, deliver vast sums
of private funds to the businessin the
manner of a fairy godmother. In-
vestment of £1bn over ten years was
promised.

What has happened in practice
is somewhat different: in addition to
the £733m loan to pay the Treasury
for its share of the partnership, the
Airline Group negotiated further
bank facilities of £690m for NATS
to fund future capital expenditure.
Needless to say, the cost of this bor-
rowing is significantly dearer than
public sector borrowing. However,
because of its present financial diffi-
culties, NATS is in breach of the
terms of these banking facilities and
the banksare nolongerallowingitto
draw on them. To quote from the
NAO report:

“The impdct of the events of

September 11th on NATS’ revenue
base were such that the company
may have been construed as being
in breach of certain of the provi-
sions within its banking facilities.
As a result, NATS agreed that it
would not seek to make further
drawings under the loan facilities
over and above the £24 million
already drawn and would fund
capital expenditure from operat-
ing cash flow.” (Summary, para-
graph 17)

So, far from there being vast
sums of private funds for investment
asenvisaged by the Government prior
to part-privatisation, at the moment
NATS is having to rely on its operat-
ing surplus, which has been depleted
not just by the downturn in revenues
post September 11, but also by hav-
ing to pay off a£730mloan to pay the
Government for the Airline Group’s
stake.

DECREASED CHARGES

In principle, any investment
funds NATS required could have
been generated, without recourse to
the Treasury, or to these bizarre PPP
arrangements. A modest increase in
en route charges would have done
the trick, since NATS was (and is) a
monopoly supplicr of these services
— air traffic control charges represent
only afew per cent of airline costs, so
a modest increase would have little
or no impact on flight volume.

(Though NATS enroute charges
have declined in real terms in the
1990s, at the time of privatisation
they were amongst the highest in
Europe. There is a standard method
of charging in Europe, based on the
weight of an aircraft and the distance
flown, so comparisons can be easily
made. In 2001, a 50 tonne aircraft,
for example, a Boeing 737, was
charged around 87 Euros per 100
kilometres in UK airspace controlled
by NATS, compared with 52 Euros
in French airspace and 49 Euros in
Spanish airspace (see NAO report,
Figure 2). Eurocontrol collects the
charge for a flight from the aircraft
operator and divides it up amongst
the various air traffic control bodies
through whose airspace the aircraft
has flown.

Whether these comparisons are
valid is a matter of dispute. NATS
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claims that meaningful comparisons
with Europe are impossible, because
the nature of the traffic differs from
one provider to another. For exam-
ple, in UK airspace there is a smaller
proportion of overflights, which yield
the most revenue for the least work,
than most other European providers
(see House of Commons Transport
Select Committee report on NATS
finances, published on 17 July, para-
graph 31).)

The Government chose not to go
down that route of allowing NATS to
raise its en route charges in order to
generate investment funds. Quite the
reverse: the establishment of the PPP
was to be accompanied by significant
decreases in these charges in real
terms over the first five years of its
life. That decision, coupled with the
Government’s insistence on a return
of around £500m for the Treasury, is
the root cause of the financial messin
which NATS finds itself today.

With the establishment of the
PPP in July last year, NATS became
an independent corporation separate
from its parent body, the CAA. The
latter was given responsibility for li-
cencing NATS to provide en route
services and for setting the charge for
these services. The CAA wastobeits
economic (as well as its safety) regu-
lator and it cannot increase its charge
for en route services (which generate
around 80% of its revenue) without
the permission of the CAA. Charges
forother NATS servicesare not regu-
lated.

What is more, the Government
laid down in advance of the PPP
being established thatin the five years
2001 to 2005, the charge would de-
crease in real terms (that is, after
allowing for an increase in line with
the RPI) by 2.2%, 3%, 4%, 5% and
5% respectively. Because of this, at
the beginning of 2002, NATS was
forced to decrease its en route charge
by almost 1%, even though its rev-
enues were lower than expected be-
cause of the events of September 11,
ata time when other air traffic bodies
in Europe were increasing their
charges by about 13% on average to
cope with the fallout from September
11,

(In February NATS applied to
the CAA for permission to increase
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its en route charge in real terms over
the next three years. The CAA turned
down its initial proposal but at the
time of writing, consultations are
ongoing.)

STRATEGIC PARTNER

The severe price cap imposed
by the Government severely reduced
the value of NATS, and made it
much more difficult for the Govern-
ment to achieve its target of £500m
proceeds from the sale.

The Government chose not to
sell shares in NATS to the general
public, the route followed in most of
the privatisations of the 1980s. In-
stead, a private corporate body was
to be selected asa so-called Strategic
Partner by means of a competitive
bidding process. In this way, the
Government had the ability to veto
undesirable ownership.

Opponents of privatisation had
made an excellent case for retaining
NATS in the public sector on safety
and national security grounds. That
was why the Government chose to
retain control over who owned
NATS, while privatising 46% of it.
It wouldn’t look good if the mo-
nopoly provider of air traffic control
services in the UK developed intoan
enterprise that obviously put profit
over safety, or if Saddam Hussein
Enterprises bought a stake in the
body that provided air traffic control
for the RAF (and the USAF).

To guard against this, the Gov-
ernment went down the route of se-
lecting a respectable private Strate-
gic Partner and keeping that partner
inastraitjacket by means of a Strate-
gic Partnership Agreement, which
gives the Government a veto over a
whole range of issues, including the
disposal of equity and assets (see
NAOreport, Part4). Inextremis, the
Government has powers under the
Transport Act 2000 to place it in
administration, as it did with
Railtrack. All of which goes toshow
how unsuitable NATS was for pri-
vatisation in the first place.

Four consortia eventually bid to
be a Strategic Partner: the Airline
Group, Nimbus (in reality Serco),
Novares and Raytheon. All of them
had potential conflicts of interest.
The Airline Group had an interest in

getting preferential treatment for its
own members from NATS (and in
low charges for air traffic control
services); Novares and Raytheon, as
air traffic equipment providers, had

aninterestin getting preferential treat- -,

ment for the supply of their equip-
ment to NATS; and Nimbus, as the
UK’’s largest private air traffic con-
trol provider, had an interest in creat-
ing an effective monopoly out of
which it could profit.

On 27 March 2001, the Govern-
ment announced that the Airline
Group had been chosen as its partner
inNATS, “subject tocompletion later
this year” (to quote from John
Prescott’s press statementat the time).
The Government was due to get
£845m proceeds from the deal,
mainly paid for by a bank loan of
£796m repayable by NATS. Had
this deal gone through, the Govern-
ment would have received £515m
fromthe sale, after paying of NATS’
outstanding £330m debt to the Na-
tional Loans Fund, afigure very close
to the £500m Treasury target.

But the deal could not be con-
cluded — because the Airline Group
could not get the necessary backing
from their lending banks unless the
Government was prepared to settle
forless. The main reason for this was
that by that time (May 2001) air
traffic was declining, particularly,
across the North Atlantic, due the
slowing of the US economy and the
effect on tourism of the outbreak of
foot and mouth disease in Britain.
The Government had to settle for
£87m less up front, that is, £758m,
plus around £21m to be paid over the
next 30 years. The final deal was
signed on 26 July 2001.

CONFLICT OF INTEREST

Why did the Airline Group buy
a stake in NATS? The members of
the Airline Group have a direct con-
flict of interest with NATS. In their
core business, they have a financial
interest in low air traffic control
charges, while NATS has an interest
in pushing them up in order to max-
imiserevenue. Sowhy buy astakein
NATS? It cannot have been to geta
commercial return on their £50m in-
vestment, since that might cost them
much more in their core business
through higher charges.

The NAO report says of their
motives in bidding:

“The Airline Group was re-
Iuctant to see NATS controlled by
any organisation which they felt
might have a greater interest in
maximising shareholder value,
rather than in investing in ex-
panded capacityfor air traffic con-
trol.” (Paragraph 1.17)

Inother words, theirinvestment
in NATS was a defensive measure —
to preventany other body gaining an
interest in NATS, and being in a
position to push up charges for air
traffic control services —and they do
not expect to get a commercial re-
turn on their investment. (This is
borne out by the fact that one mem-
ber of the Group — Easylet — has
already written off its £7m invest-
ment.)

The Government must have
been very happy with its partner’s
lack of expectation for profit. The
last thing the Government wanted
was a private sector partner appear-
ing to make excessive profits at the
expense of public inconvenience
from air traffic delays, or even at the
expense public safety. The Airline
Group, not only had an obvious in-
terest in safety in the air, but also
didn’t expect to make a commercial
return from its investment. With the
Airline Group as a partner, NATS
would not turn out to be a Railtrack
of the skies.

NATS OBJECTS

Prior to the deal being signed,
NATS itself and the CAA, its regu-
lator to be, objected strenuously to
the proposed financial structure.

The then Chairman of NATS,
Sir Roy McNulty, who was an en-
thusiast for the PPP (not surpris-
ingly, since he had been appointed
by the Government in order to be
enthusiastic), wrote to the Depart-
ment of Transport on 11 June 2001,
and again on 15 June, describing the
proposed financial structure as un-
workable. These letters do not ap-
pear to be in'the public domain, but
Gwyneth Dunwoody quoted liber-
ally from them in questioning wit-
nesses before ‘the Transport Select
Committee (see the Minutes of Evi-
dence accompanying the Commit-

tee’s report on NATS finances, pub-
lishedon 17 July). She quoted himas
writing:

“It seems clear the financial
structure as currently envisaged
will not work and that significant
changes are required.”

“Under current proposals,
NATS’ debt would be £350m higher
and it would be very thinly capital-
ised.”

“The financial plan should not
require cuts in staff numbers on a
scale which could put at risk the
delivery of a safe and effective ser-
vice.”

“The structure mustafford ad-
equate financial headroomto cope
with the uncertainties.”

“The success of the PPP will
be judged against whether these
things happened in practice, not
against the specific level of pro-
ceeds [to the Treasury] achieved
in the short run.”

Obviously, what was at issue
was the massive loanthat NATS was
going to be forced to take out in order
to pay the Treasury.

CAA OBJECTS

The CAA objected in similar
terms in correspondence with the
Department (whichis availableasan
appendix to the Transport Select
Committee report). A letterdated 23
May 2001 began:

“The CAA has profound res-
ervations about the proposed high
debt financing of NERL [NATS en-
route service], its subsequent abil-
ity to meet its obligations under the
loan facilities -and its ability to
fund its development programme
ifitis buffeted by plausible adverse
shocks.”

The CAA had advised the Gov-
ernment, at the latter’s request, on
the price cap for NATS’ en route
charge in the first 5 years of the PPP
from 2001 to 2005. The CAA pro-
posed a decrease of 5% every yearin
real terms (which the Government
had eased in the first three years —see
above). The CAA made this pro-
posal on the assumption that the debt-

equity ratio of NATS asa PPP would
be around 50%, though they ex-
pressed reservations about that level
of debt.

What wasbeing proposedin May
2001 was an initial debt-equity ratio
of 129% for the PPP (which would
increase when the investment loan
was drawn upon). This ratio was
subsequently reduced to 110% when
the banks insisted that the Govern-
ment settle for less (see above).
Obviously, the CAA had noidea that
NATS was going to be saddled with
an enormous debt in order to pay the
Treasury, which meant that the price
cap they proposed originally was not
appropriate.

Another letter on 20 July 2001,
afew days before the deal was final-
ised, said:

“A consequence of the pro-
posed financial structure is that
there is a much higher probability
that NERL and the CAA may be
Jfaced with the need to re-open the
price cap in the short term, within
the first five years to ensure that
NERL is able to carry out the in-
vestment programme which would
meet users’ preferences. This was
never ihe policy intention.”

DEPARTMENT IGNORES
OBJECTIONS

The Department, then under the
stewardship of Stephen Byers, ig-
nored the warnings from NATS it-
self and the CAA, and the deal was
signed on 26 July 2001. To be fair to
him, it is clear that the Treasury was
in the driving seat — the correspond-
ence between his Department and
the CAA was copied to the Treasury
and the Department’s replies were
agreed with the Treasury.

(Itwas not coincidental that Roy
McNulty resigned as Chairman of
NATS on 25 July 2001, the day be-
fore the deal was signed. At first
glance it might be thought that his
resignation wasa consequence of his
stated objections to the financial
structure of NATS under the PPP. In
fact, it was because he was going to
become the head of NATS’ regulator
to be: in early September he was
appointed Chairman of the CAA.)

It cannot be said that the Depart-
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ment did not seck expert advice on
putting together the PPP. The total
cost of the project to the Department
was around £44m (see NAO report,
Table 12), some of it incurred by
NATS and the CAA and chargeable
to the Department. Theirlead advis-
ers were the investment bank, Credit
Suisse First Boston (CSFB) which
was retained in September 1998 ini-
tially for 18 months at £222,000 a
month, later extended to 33 months.
(Apparently, itis not their practice to
provide records to enable payment
on the basis of actual time spent, so
they had to be employed on a fixed
retainer, whether they had any work
to do or not). They received almost
£9m in all for advice about the PPP.
(Legal advice cost £13.7m).

Within months, CFFB got fur-
ther work from the Government, this
time to advise on the financial status
of the new NATS. It was effectively
bankrupt. According to the NAO
report:

“In March 2002 the Depart-
ment and Treasury were advised
by CSFB that NATS was in a seri-
ous financial position and was at
risk of defaulting on the terms of its
loan agreement with the banks.
Without short-term support, the
NATS Board would have to con-
sider whether the company should
apply to be taken into administra-
tion.” (Paragraph 3.39)

11 SEPTEMBER

Of course, the events of 11 Sep-
tember had happened in the interim,
causing a severe downturn in air
traffic. Throughout last winter,
flights were down about 5% com-
pared with the previous year, and
revenue was down about 10%. The
decline in traffic was most serious
on trans-Atlantic routes from which
NATS derives around 45% of its
revenue. Since 11 September, not
only has the number of air traffic
movements declined, but also air-
lines have introduced smaller air-
craft, which bring in less revenue
(since the en route charge is based on
weightas well as distance flown) but
costs NATS as much to handle.
NATS revenuein2001/2 was around
£55m less than projected, but sig-
nificantly £15m of this was before
11 September.
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The Government, and others re-
sponsible for the financial structure
of the PPP, assert that the eventsof 11
September, and the impact on air
traffic, were unprecedented and could
not have been foreseen, and therefore
it was nobody’s fault that six months
after NATS was established in its
new form it was close to bankruptcy.
This attempt to avoid blame might
wash if the Department hadn’t ig-
nored warnings from NATS itself
and from the CAA that the proposed
financial structure would not with-
stand “adverse shocks” or if the De-
partment had considered the possi-
bility of a drop in air traffic occurring
at any time.

UNPRECEDENTED?

The latter was not an entirely
unknown scenario. Air traffic suf-
fered a decline on three occasions in
the last 30 years, in 1973 and 1979
when oil prices rose sharply and in
1990 as a consequence of the Gulf
War. But according to the NAO
report, although the Department con-
sidered 19 adverse scenarios, all as-
sumed a consistent growth in air traf-
fic. The NAO remarked:

“We consider that other sce-
narios could usefully have been
tested, such as a lower traffic case,
giventherisks of growing economic
recession in the USA and uncer-
tainty as to whether airports could
cope with four to six per cent an-
nual growth in perpetuity. The eco-
nomic regulator can adjust for such
Jactors every five years when cap-
ping NATS’ prices, butin the mean-
time NATS may encounter finan-
cial difficulties.” (Paragraph 3.25)

When the NAO analysed the ef-
fect of adverse shocks on the lines of
the two oil price hikes and the Gulf
War, they concluded:

“During the Gulf War, the in-
crease in military activity across
the North Atlantic counterbalanced
NATS’ downturn in civil aviation,
and we found that NATS finances
may have dealt with such pressure.
Conversely, given a reduction in
traffic on the scale experienced in
both ofthe oil shocks, each of which
lasted several years, we found that
NATS would have been unable to
meet its debt service obligations.”

(Paragraph 3.27)

The Government didn’t want to
know about “adverse shocks” lead-
ingtoadownturn in air traffic, which
would inevitably translate into a

downturninNATS’ revenue. Itdidn’t,
want to know because that meant

that the PPP would not be able to
carry the level of debt necessary to
give the Treasury the proceeds it
wanted from the sale. Soablindeye
was turned to the possibility of a
downturn in air traffic.

When the downturn came after
11 September, NATS was in an im-
possible position. Unlike other air
traffic control bodiesit couldn’traise
its prices in order to restore its rev-
enue, and itstill had the £733m halter
imposed by the Government around
its neck. It would have gone bust if
the Government hadn’t in March
agreed to lend it £30 million on a
temporary basis, a figure matched by
its bankers. This facility ends on 30
September 2002. By then a perma-
nent solution has to be worked out.

PERMANENT SOLUTION

The solution can only liein three
areas: raising revenues, cutting costs
and raising additional finance.

NATS can do very little to raise
revenues. Nothing can be done about
traffic volumes and charges for its
core en route business is subject to
the approval of the CAA, which has
turned down its application for an
increase. There may be some scope
for raising extra revenue from the
other parts of its business but much
of this is subject to competition.

NATS has proposed a pro-
gramme of cost cutting, including
staff cuts (though not amongst air
traffic controllers whose numbersare
scheduled to rise from 1946 to 2033
over the next four years). But many
of the staff cuts are subject to new
technology working (and to CAA
certifying that safety will not be im-
paired by doing so). Cost cutting
will not yield much in the short term.
Ironically, making staff redundant
has been delayed because the com-
pany hasn’t got the cash to make
redundancy payments.

As for raising extra finance,
NATS banks are notwilling to cough

%

up any more, so it is up to the main
shareholders — the Airline Group
and the Government — to come up
with some by way of additional eq-
uity or loans to get their business out
of trouble. But, the Airline Group
isn’tinterested. Understandably so,
since it has got what it wants out of
its partnership in NATS: it has pre-
vented any other group getting itand
pushing up charges for air traffic
control services to the disadvantage
of airlines. It got this blocking
mechanism for £50m, on which it
doesn’t expect to earn a commercial
return. Any furtherinvestment would
be in the nature of a donation to
NATS.

The Airline Group can siton its
hands in the certain knowledge that
there will always be air traffic con-
trol services to enable it to fly its
planes. The Government has inter-
national legal obligations to provide
air traffic control in UK airspace.
But, more importantly, the economic
and social consequences of failing to
do so could not be contemplated.
Air traffic control is an essential
public service, and at the end of the
day the Government will have to
stump up what it takes to maintain it,
if no other source of funds is avail-
able.

However, at the moment the
Government doesn’t wish to be seen
to be baling out NATS so soon after
putting together the PPP, which was
supposed to solve all its problems.
So for the moment at least the Gov-
ernment is not prepared to cough up
on its own. A new private sector
investor is being sought. The Gov-
ernment has said that it will match
anything the new investor comes up
with. The CAA may be prepared to
ease the price cap in order in order to
oil the wheels.

Negotiations are going on with
BAA, which owns and operates the
major UK airports, including
Heathrow, Gatwick and Stansted.
Like the Airline Group, it is a cus-
tomer of NATS, with an interest in
keeping the cost of NATS’ services
toitata minimum. Is BAA goingto
put in money like the Airline Group
without expecting a commercial re-
turn? Andif so, what does it hope to

get instead? Sympathetic consid-

eration from the Government for
extra runways at Heathrow and
Stansted?

Notes On The News

By Gwydion M

New World Inequality

“It is nigh on impossible for
normal people to put themselves
into the minds of the sort who
planned or carried out last year’s
slaughter” says The Economist in
its editorial of September 7th.

Ask any bomber pilot, I reply.

September 11th was an act by
devout Muslim Arabs reacting to a
sustained assault on their religion
and their culture. The Western atti-
tude is that they should be grateful
for the assault on their religion and
their culture, which is going to make
them better, happier and more free.
There is in the USA a genuine in-
ability to understand why anyone
should be less than delighted at be-
coming more and more like small-
town America.

That’s not the only problem.
Whereasthe Soviet Union was genu-
inely ready to absorb anybody in its
Modernist culture, the USA wants
to keep itself at the centre and inten-
tionally defended traditionally-
minded regimes like the Saudi dy-
nasty that did not cause the immedi-
ate trouble that you got from secular
nationalists. But a Middle East that
was not allowed to develop in its
own ways was a Middle East that
was bound to borrow and adapt the
Anglo-American idea of global ter-
rorism based on aircraft.

Britain and America spent most
of the 20" century developing the
ideaof ‘ strategic bombing’ —destroy
the enemy society rather than pay
the price for a victory against the
enemy army. The Germans also
contributed, but Britainand America
formed those policies without refer-
ence to Germany, which was en-
couraged by their example.

Williams

- Iraq between the wars was one
arena where the new policy wastried
out. The notion of non-white peo-
plesreplying in kind was not consid-
ered, it was a great shock to discover
during World War Twothat the Japa-
nese were excellent fighters and had
developed aircraft that were in some
cases better than the American
equivalent. Japan was finally con-
quered, indeed, and Western lives
were saved by using atomic weap-
ons on basically civilian targets. But
early Japanese success plus Ameri-
ca’s failure to win in Korea and its
decisive defeatin Vietnam hasled to

much more polite treatment of East
Asians.

By contrast, the various Arab-
Israeli wars, and the Gulf War mean
that the West still finds it safe to
bully and disrupt the various Arab
and Muslim countries. September
11" was a set-back in this process,
but the USA has far more terrorist
power than Bin Laden and has been
using it. They now have a strong
home defence and have found vari-
ous work-rounds to avoid the incon-
veniences of the Geneva Conven-
tion and the normal rights of fair trial
for suspect bombers. And now an-
other mass killing in Iraq is being
planned, with vastly less justifica-
tion than existed for the first Gulf
War. Slaughter of Afghans and Ar-
abs is normal politics, it is only
slaughter of New Yorkers that is
seen as incomprehensibly awful.

The Economist is the same
magazine that vigorously supported
the policies that led to mass starva-
tion in the Irish potato famine in the
1840s, and in its official history in-
sisted on the virtuousness of letting
helpless Irish starve. (This is docu-
mented in my book Wealth Without
Nations, for those who’d like the
details.) The value of human life
grows or shrinks according to the
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status, wealth, skin colour, religion
and nationality of those who die.

Talkof ten thousand deaths from
the Two Towers soon shrunk to 6000,
and stuck there for some time until it
was admitted that there was double
counting and that it was 3000 or so.
Meantime the Afghan war had cost
rather more lives than that, and who
commemorated them? Deaths
among the US Overclass are treated
as vastly more important than deaths
elsewhere.

People established the custom
of two minutes silence for at least 9
million dead in the Great War, that’s
75,000 per second and 3000 should
merit one twenty-fifth of a second.

Firemen die all the time and
don’t get many commemorations,
norevenall theequipment they need,
with the general demand to cut
‘wasteful” public spending.

Don’t Let George Do It

Unleash the lemmings of war!
Orwords to thateffect, because there
isevery possibility that the West will
be worse off with Saddam gone than
they are with Saddam in place

The First Gulf War ended be-
cause Iraq was able to lob missiles at
Israel, and no one could be certain if
he could throw something worse than
high explosives. Saddam for the
moment has an interest in keeping
whatever weaponry and knowledge
he had. This is the policy of the
entire Baathist movement, a coher-
ent seculardevelopment thathastried
toabsorb Western values intoa soci-
ety where they do not grow natu-
rally.

A recent report warned that Iraq
could build a nuclear bomb if they
had the fissile material. But socould
any competent engineer, which is
why there are strict controls. (And
why it was amazingly foolish to let
controls slip when the Soviet Union
fell apart)

Saddam survived, avoiding the
ignominious fate of other Cold-War
Western allies like Ceaucescuin Ro-
mania, Mobutu in Zaire, Sukarno in
Indonesia. He’s lasted more than a
decade after they tried to be rid of
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him, refusing to write off the debts of
the war he had wages on Iran on the
West’s behalf. He plans to go on
surviving—but who knows what he
and other Baathists might do if they
knew they were doomed?

Is this being seriously thought
about? Or are there other motives?
Talk of a war against Iraq has helped
deflate a market that was anyway
grossly over-valued. And it diverts
attention from what could be turning
into a ‘double-dip’ recession.

Millers’ tales

As part of the general campaign
against the democratically-elected
government of Zimbabwe, it is sug-
gested that they’ve refused food-aid
for their hungry people because it
consisted of genetically-modified
maize.

There has been no rejection of
milled GM food, just to varieties that
could be planted. Previous exam-
ples of ‘food aid” being used as a
Trojan horse for the USA’s agricul-
tural policies have been noted: maize
that can be planted will be planted.
InZambia, there has been an outright
rejection of GM food as ‘ poisonous’,
which it is not. But Zimbabwe and
other African countries have taken a
rational line—the maize must be
milled, to stop their own agricultural
policies being subverted.

The harassment of Soham

There was never the slightest
reason for the events of Soham to
become news outside of the immedi-
ate area (where there was a possibil-
ity that someone might remember
something or have seen something
suspicious). And as time goes by,
there is less and less of a pretence
that the media has any real sympathy
for the unhappy victims. Rather, itis
another outbreak of the unhealthy
fetishisation of murder which is so
much a part of English culture.

The motives for Soham killings
remain unknown—the Soham sus-
pects are universally considered
guilty, but we are forbidden to know
why. The excuse is always ‘fair-
ness’, but there is no inhibition on
naming names. But while this par-
ticular case remains enigmatic, the
widespread fetishisation of murder

“has been a motive for murder in the
past, and assuredly will be again.

We currently have the great
oddity of Ian Huntley being charged
both with murder and with “con-

spiracy to pervert the course of jus- -

tice”. This normally applies when
someone told lies to the police to
protect a criminal, but had no part in
the crime itself. It’s the same charge
that his girlfriend wasfinally charged
with, after initial suggestions that
she too was guilty of murder. So just
what is going on?

It would have been better left to
experts, perhaps with a panel of ‘Lay
Supervisors’ drawn on the same ba-
sis that juries are selected, because
the police will get up to all sorts of
things if left unwatched. Local con-
cern is natural, but the case would
have been a minor item in the local
pressif the girls had been run over by
a drunken driver, and the way the
story was hyped was utterly unjusti-
fied. (Never before in the history of
news reporting has solittle been said
so often by so many.)

Would this mean curbing the
freedom of press? Of courseit would.
And there is every reason to forcibly
stop them making a public spectacle
of the lives or tragic deaths of the
innocent. The reality is that the
‘freedom’ of the press is curbed all
the time, mostly by commerce but
also for military-security reasons.
And by the law, rather irrationally,
with intimate details of people’s per-
sonal lives becoming media enter-
tainment if the truth (or even the
untruth) has been uttered in a court
of law under the control of the law-
yers.

Driven To Death

Isthere a real concern for young
lives? Figures for the risks to young
people in England are:

Killed or seriously injured on
the roads: 530 per million.

Died in accidents: 48 per mil-
lion.

Murdered: 4 per million

You can find theBevin
Society at hitp:/
members.aol.com/BevinSoc/
is.htm
the magazine is at http:/

www.atholbooks.org/

- No Wealth Without Profit?

Old people requiring state-
funded pensions are a hideous men-
acetothe developed Westernecono-
mies. Whereas old people drawing
pensions from privately funded
schemes add to prosperity and eco-
nomic health. Or so we are told.

To someone not initiated into
the Economic Mysteries, the two
alternatives might seem exactly the
same thing—old people getting
money on the basis of what they did
when they were younger. But this is
vigorously rejected by the experts,
who only coincidentally stand to
make a nice living out of a complex
mess of private pension schemes.

There are two issues—can pri-
vate pensions give the same security
as a state scheme, and what’s wrong
with a state scheme anyway? The
security of private pensions is no
small matter: even though the stock
market slide seems to have halted, it
has left a lot of elderly investors
much worse off than they thought
they were.

I explained last month (Stupid
Money and Market Bubbles) that the
fruit of ‘smart-money’ speculation
must be at the expense of other in-
vestors, the ‘stupid money’ that gets
lessofareturn thanitwouldinalow-
risk option like a Building Society
account. People who fancy them-
selvesas smartinvestors may end up
withworthless paper, even withdebts
they cannot cover. People who put
their money in a Unit Trust that has
a wonderful past record may find
themselves caught by a sudden re-
versal of fortune.

Anyway, the ‘demographic cri-
sis’ is less serious than it seems.

by Michael Alexander

More dependant old people are bal-
anced by less dependant children.
And since the society as a whole is
getting richer, it can’t be that diffi-
cult to pay the old a modest pension,
almost always less than they earned
as a worker. There should be no
problem—unless the extra that could
support the old is being eyed up by
someone else.

If there are five loaves and ten
people, everyone can have half a
loaf. Alternatively, one person might
take two loaves, leaving the other
nineobsessively watching each other
while they share the remaining three.
Some might get half a loaf, some a
third, some a quarter and some even
less, but perhaps those with the small-
est share are still getting more than
they deserve. This is the point of
dispute while the two loaves taken
out of the common pool get over-
looked.

That is just what has happened
over the last 20 years. The richest
10% have got richer out of all pro-
portion to the rest of the society.
This is especially true in the USA,
where the working majority of the
society have been confused and de-
ceivedand are no better off than they
were in the 1970s. Britain has a
rather different culture and is less
open to the same trickery, despite
the ‘truths’ which the media bom-
bard us with.

‘Free’ media are heavily biased
towards business interests, the peo-
ple who own newspapers and com-
mercial television, the people whose
advertising funds the system. It’s a
much more effective system than
censorship, there are many voices
but right-wing opinions are given a

huge advantage. Besides, there is so
much data that most people are dis-
couraged from thinking or trying to
reason things out themselves.

The servants of money praise
money, and are well rewarded for
their work.

Money cannot exist in a social
vacuum, but it can exist for a time in
a moral vacuum, with people work-
ing a system they do not like or trust.
This was the fruit of the social dead-
lock of the 1970s, when the Left
fantasised about revolution but
blocked the real reforms that were on
offer by a demoralised ruling class.

The sociopathic economics of
the Thatcherite counter-revolutionas-
sumed that people were naturally de-
tached and uncaring. This economic
‘truth’ was not supposed to translate
itself intoa collapse of social norms—
at least Thatcher was not expecting
this to happen. But of course it did.

Thatcherism has left us with
fewer social obligations and much
less social security. Despite the extra
freedoms, we are mostly less happy.
And we are not in fact any richer than
we might have expected if a different
sort of Tory leader had repaired the
Keynesian economic system and
made it work as well as it did in the
1950s and 1960s. In the USA, mid-
dle-income Americans have simply
been swindled, the whole benefit has
gone to the richest 10%, and espe-
cially a stratum of some three million
millionaires.

The New Right notion of ‘mak-
ing money’ is nonsense. Money
means nothing except as a measure
of the total goods and services for
sale using that currency. Stock mar-
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ket capitalisations are at best a guess
athow well a big complex enterprise
is going to do in a fast-changing
economy. (Marconi shareholders
will get less than 2p for shares that
were sold for more than £12 at their
peak— where has the extra gone?)

Back in the 1960s, a stock mar-
ket crisis was a problem for rich
investors, not for ordinary people.
But changes to pensions have meant
that everyone now has a stake.
Wealth siphoned off by ‘smart
money’ will ultimately come from
the impoverishment of pensioners
who were counting on private pen-
sions to keep them secure and com-
fortable.

And why the change? Because
of ‘rational’ economics. A system
that dresses itself up in the garb of
science, and wasable to use its wealth
and influence to create a spurious
‘Nobel Prize for Economics’ in ad-
dition to the five well-respected
prizes created by dynamite-maker
Alfred Nobel.

Beneath the ‘rationality’ of
standard economics are some very
strange and unproven notions, doc-
trines which are seldom stated ex-
plicitly. It is these unnamed as-
sumptions which I want to draw at-
tention to—and since there have no
existing names, I’ve chosen to call
them the Law Of The Immaculate
Consumer and the Mystical Body of
Investment Capital.

The Law of the Immaculate
Consumer says that people in a free
market act ‘rationally’, according to
their own bestinterests. They do not
panic, get greedy, follow fashion or
make gross errors about their own
best interest. If pressed, economists
will admit that individual consum-
ers do indeed do such things. Buta
mass of human and imperfect con-
sumers are believed tospontaneously
assemble themselves into an entity
obeying the Law Of The Immacu-
late Consumer. All mathematical
economiics is built on this assump-
tion.

The Mystical Body of Invest-
ment Capital is the belief that the
wealth of the society is only being
increased when there is a positive
return on capital invested. This be-
gan with Adam Smith, asserting that
work is only productive when it
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yields a profit to some individual
investor. He admitted that other
activities may be very necessary and
even more honourable. But they are
not productive, even when nothing
could be produced without them.

Adam Smith was the inventor
of the New Right idea of burden-
some public spending that was
weighing down the natural dyna-
mism of the private sector. Actual
economies do rather the reverse of
what you’d expect, if the Mystical
Body of Investment Capital were a
real phenomenon. Britain from 1760
to 1830 was one of the highest-taxed
states in Europe, just as the Dutch
had been in their time of greatest
Success.

In modern times, Britain’s eco-
nomic growth has not improved af-
ter a massive transfer of industry
from public ownership to the private
sector. Other economies, notably
New Zealand, have carried through
a wholesale ‘reform’ on New Right
lines, and found themselves in a
worse mess than when they started.

Why is the ‘Mystical Body of
Investment Capital’ seen as more
rational than the Roman Catholic
claims to be the ‘Mystical Body of
Christ’ (which itselfis neatly refuted
by actual Catholic experience, an
authentic Mystical Body would have
kept itself cleaner than any of the
rival Christian Churches have ever
managed.)

The ‘Mystical Body of Invest-
ment Capital’ was Adam Smith’s
alternative in the Age of Enlighten-
ment. He was raised in Presbyterian
Scotland, child of adevout and mod-
erate Protestant who’d have preferred
Scotland to be more like England.
Smith in fact went to Oxford undera
scholarship scheme that generally
led to a career in the Church of
England.

Somehow Smith was converted
to Deism, a creed that devoutly sup-
posed that the 18th century Euro-
pean norm was something like the
End Of History, and which saw 18th
century China as a superior civilisa-
tion whose values Europe should try
to assimilate. Smith probably saw
business and industry as a covert
way of de-Christianising Europe—
not a bad judgement in the long run.
He was certainly keen to defend busi-

ness people and the gentry from de-
mands based on Christian doctrine
that they should distribute their
wealth to the poor and stop putting
traditional trades out of business.

Adam Smith also argued that *

landlords are essential because rent
defines the value of land. Farmers
would have no idea of their farm’s
value without rent to pay, obviously.

Adam Smith dare not argue that
Christianity was stupid—he prob-
ably believed it was, but was ex-
tremely cautious about editing some
of David Hume’s anti-Christian
writings, which were in fact ignored
by most people. But Adam Smith
could much more safely defend the
spontaneous virtue of early capital-
ism, implicitly relieving it of the
social obligations that tradition and
religion had imposed upon it.

The doctrine of Adam Smith
and of the modern New Right is
called ‘Rational Economics’, and a
lot of its critics have accepted it as
such. But where’s the reason in a
creed built on oddities like Immacu-
late Consumers and Mystical Money.

If it is true that wealth can only
increase if expressed as capital, then
it is true that wealth can only in-
creaseif expressed as capital. That’s
the extent of the ‘reason’, though it
commonly hides behind a screen of
mathematics thatassumesthat wealth
can only increase if expressed as
capital. You’ll look in vain for evi-
dence for this ‘central dogma’.

Mixed economies often do bet-
ter when they have larger state sec-
tors. Thisis evaded by choosing just
the evidence that fits the doctrine.
When East Asia’s ‘Tiger’ econo-
mies were doing well, it was because
they were not burdened by a large
state sector. But when they ran into
trouble, this was because they were
guilty of ‘crony capitalism’. Dog-
matists always have a way of dealing
with disobedient facts.

Looking further back, Russia’s
best period in terms of accumulating
wealth and power began in the early
1930s when Stalinabolished the New
Economic Policy, and ended in the
early 1950s when Khrushchev re-
introduced a semi-capitalist system.
The more the Soviets introduced
‘market reforms’, the worse the

economy got. Stagnation turning
into decline and impoverishment
when Y eltsin replaced Khrushchev’s
semi-capitalist system with a sup-
posedly free market.

Freedom in the Western sense
has only ever been freedom within
an agreed framework, a framework
which the culture supports and which
the state can enforce rigorously when
necessary. In Russia, it barely ex-
isted when the Bolsheviks took
power, and was totally absent when
the Soviet Union was abolished.

Meantime the West was not what
it had been. If a group of reforming
Communists had quietly slipped into
power in Russia in the 1960s, as they
did do in Czechoslovakia, the two
systems would have converged on
an updated version of 1950s corpo-
ratism. It was Brezhnev’s use of
naked force to preserve an out-dated
system that re-polarised the world
and allowed the New Right to flour-
ish as uncompromising foes of the
old Cold-War enemy.

US political folly had got them
into a mess in Vietnam, but the un-
derlying soundness of the Keynesian
semi-capitalist system was shown
by NASA putting Americans on the
moon, wiping out the propaganda
effect of earlier Soviet victories in

space. The West could have stayed
just as it was and still won the Cold
War. But America in the 1970s was
bewildered and confused and lis-
tened to siren voices proclaiming
that their troubles were due to a lack
of belief in ‘market forces’

Private business used to be
dominated by a culture of ‘manage-
rial excellence’. People would often
work for the same company all their
lives, more than two or three jobs
over a lifetime was unusual. The
ambition was to be part of a great
company and to produce a product
you could be proud of.

The ‘shareholder revolution’
changedall that. How dare the man-
agers think about workers or prod-
ucis or anything except return on
capital? Economists like Hayek, as
well as Ayn Rand who was Alan
Greenspan’s guru, assured us that
managers who followed the dictates
of the market would do much better.
Their reasoning was flawless—as-
suming that the Law Of The Im-
maculate Consumer was true and the
Mystical Body of Investment Capi-
tal a real entity.

The Western system as it
emerged from the crisis of the 1960s
and 1970s was very different from
what it was in the 1950s. Nowadays,

it can and does promote almost any-
one from any background into the
ruling strata, this is new and is pro-
foundly unlikely to have happened
without the Cold War challenge of
theoretical equality under Soviet
Communism.

All of this is a matter of cul-
ture—a culture contrast thatchanged
markedly as the West sacrificed its
traditional values for the sake of
victory, while the Warsaw Pact re-
fused to change because it thought it
was winning after the USA’s hu-
miliating scuttle from Vietnam.

The economic lesson of the col-
lapse of European Leninism s that it
wasn’t economics: all of those coun-
tries got poorer in the 1990s. The
collapse was due to a corrupt and
cynical system, plus the lure of a
Western system with plentiful sup-
plies of sex, drugs and rock-and-roll.

I have not the least desire for a
return to 1950s values. 1do say that
its economic methods were valid,
and that the dismantling of the state
system has not benefited the work-
ing mainstream of the society. And
it is also the right of the working
mainstream to demand tax-funded
pensions as a return for all of the
wealth that would not exist without
their work

Scott Ritter’s speech at Stop The War Games meeting in St. Johns Church
Blackpool on Sunday, September 29.

The meeting was held under the
auspices of the Campaign Group of La-
bour M.P.s. Speakers were Tony Benn,
Alan Simpson ML.P., George Galloway
M.P., Andy Gilchrist of the Fire Bri-
gades Union, Bob Waring MLP., Jeremy
Corbyn M.P. and Scott Ritter, whose
speech is reported here. Chair was
Christine Shawcroft.

Scott Ritter said he was a card-
carrying Republican who had come her
to appeal to the Labour Party to stop
Tony Blair’s support for George Bush.
He emphasised that there is no point in
simply desiring this: what is required is
the will to make it happen. Warning
against knee-jerk anti-Americanism, he
said that Americans believe in the rule
oflaw But we are also cowboys and if
you threaten us we will flatten you.

He said that the United States is
now the one world hyper-power anditis
necessary to recognise that this marks
" ADEFINING MOMENT INWORLD

HISTORY " because Bush has embarked
on the entirely new policy of building a
U.S. World Empire.

This must be stopped at all costs,
not least because it will lead to asituation
where US. citizens and others in the
west will be in constant threat from ter-
rorism - and my children will not be safe
going down to the Mall.

Ritter stressed that the crucial role
of the Labour Party Conference must be
to threaten to wreck Blair’s political
career (172), to put him on the spot over
his support for Bush.

Up to now Ritter has supported
Blair’s initiative with the U.S. but
withrawal of support from Bush is im-
perative at this time because nothing else
will cause him to reconsider his options.

He said that as a serving Marine he
had put his life on the line for his country
because he believed in the U.S, Constitu-
tion and the rule of law. But thisnew U.S.
policy would undermine the rule of law.

He said it was not true that the UN

weapons’ inspectors had previously been
expelled from Iraqg. On the contrary,
having been used for intelligence pur-
poses by the United States, they were
WITHDRAWN BY THE UNITED
STATES.

He said there was a danger that a

new Security Council resolution would
impose conditions which went beyond
UNSCOM'’s (the weapons’ inspector-
ate’s) remit. Blair’s “Dossier” he said,
was a “Junk Dossier, not worth a single
drop of U.S., British or Iragi blood”.

The previousday (Saturday) he said

he had attended a demonstrationin Lon-
doa where 400,000 people had voiced
their oppesition to war in Iraq.

John Clayden
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Our Man in Espana

Stalin and Orwell

Christopher Hitchens has writ-
ten a defence of George Orwell,
Orwell’s Victory. My knowledge of
Orwell is slight and on such claims
that he was an informer or a racist, I
cannot comment. Hitchens claims
that Orwell’s characterisation of the
Soviet Union in Animal Farm is vin-
dicated by history. I read Animal
Farm as a teenager more than 30
years ago and thought then that it was
a dishonest book. The central point
seemed to be that Stalinism had re-
placed Czarism with Czarism, be-
traying some purer forms of anti-
Czarism along the way.

Later I became acquainted with
Trotskyism and felt that Orwell had
been influenced by it. The Trotskyist
criticism of the Soviet Union was
thoroughly dishonest and could
hardly have been otherwise. Trotsky,
along with many, if not most, Rus-
siansocialists, opposed the Bolshevic
Revolution. But he went along with
it and did as much as anyone to de-
velop the cult of Leninism. He was
neither an effective Bolshevik politi-
cian nor an effect Bolshevik military
leader. In politics he was a buffoon
and in the Red Army he was a thug.

Revolutions, once they get go-
ing, can work themselves out in un-
predictable ways. But the Russian
Revolution worked out pretty well as
Lenin had planned it for 17 years. If
there wasany betrayal, it was Trotsky
betraying his own instincts in 1917
and continuing to do so till his death
23 years later. There was a kind of

honesty in Orwell’s suggestion that

Stalinism was a bad as Czarism. I
suspect many Trotskyists felt the same

but could never say it. And as perma- -
nent revolutionaries could certainly

never defend Kerensky’s February
Revolution.
The influence of Trotskyism has
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by Conor Lynch

been to make any critical assess-
ment of Bolshevism impossible.
That Bolshevism defeated Nazism
is irrefutable. But did it also bring
out the worst in Nazism? It post-
poned the development of
globalisation forover 70 years. But
it was the side of it which rejected
Marxism that did so. In thelastyear
Hitchens has come down on the
side of the globalisers. Is he going
to give us a critique of the Bolshe-
vik Revolution from a globalist/
Marxist perspecive? 1 doubt it.
When the academic, Brian Girvan,
resigned from the B&ICO he added
a footnote saying “the Russian
Revolution should haver have hap-
pened.” Since no more has been
heard on the matter, I assume his
P.S. meant, ‘I wish the Russian
Revolution had never happened.” 1
expect that’s about as good as it’s
going to get for a while.

Orwell’s Homage To Catalo-
nia is supposed to demonstrate
Stalin’s betrayal of the Spanish Civil
War. I read Homage To Catalonia
quite recently. It’sa small book but
1 missed that bit! It struck me as an
honest account of Orwell’s experi-
ence in Spain as he risked his life
daily in a very vicious war. From
conversations with men, mostcom-
munists, who were there, it also
seems to be an accurate account of
events both at the front and in Bar-
celona: I've had reason before to
comment adversely on the behav-
iour of the Communists. But they
were alsoin the position of trying to
make the best of a bad job. Their
role in the suppression of the
POUM, the Anarchists, and others
would be more open to criticism if
they had been merely another of
many elements making up the Re-
publican side. But that was not the
case since the Republican govern-

ment never behaved like a real gov-
emmment. The Communists saw
themselves, not unreasonable, as the
only viable directing force in the
war.

Stalin gave the Western CPs a
free hand in Spain. He provided
quite a lot of munitions but was not
prepared to physically breach the
British blockade. The possibility of
an Anglo-German assault on the
Soviet Union was nofantasy in 1936.
Ananti—Stalin bloc controlled Len-
ingrad and other areas and the Red
Army’s loyalty was unknown. Sta-
lin had his own problems. The only
logic in the ‘betrayal of Spain’ posi-
tion of Hitchens and other anti-
Stalinistsis that the Red Army should
have fought the armies of Franco,
Mussolini, Hitler and Chamberlain
on Spanish soil. They will never say
that. And so they will never say
anything meaningful.

ETA

There can never have been a
pational liberation movement so to-
tally indifferent to the opinions of
the outside world as the Basques.
Most Spaniards loathe them and I
doubt they would want it any other
way. Among the more enthusiastic
supporters for the recently enacted
Law of the Parties were the Catalan
Nationalist Party. The Law of the
Partiesisaimed atbanning Batasuna,
the political arm of ETA. Itis a
general, catch-all, Act which allows
the courts to ban any party giving
sustained and repeated support to a
“terrorist” organisation.

Batasuna could evade the Act
by staying quietabout ET A or speak-
ing in generalisations. Butit won’t.
It will be banned and a name-change
won’t affect the ban. The govern-
ment in Madrid will be happy.

- Batasuna won’t care less. And the

e

effecton ETA will be nil or will be to
its advantage. So far the Act has
forced the ruling Basque nationalist
party (PNV) to support Batasuna
and announce that Madrid will have
to send in tanks to remove Batasuna
members from the Basque parlia-
ment and the basque provincial and
local governments.

The three Basque bishops and
virtually every priest in the region
has condemned the Law of the Par-
ties. The Spanish Prime Minister,
Jose Maria Aznar, has condemned
the Basque bishops as “morally per-
verse”. But his efforts to get the rest
of the Spanish Church to gang upon
the Basques have been unsuccess-
ful. If this is a sign that Spanish
Catholicism is moving from being
the main prop of the state and the
ruling classtoreflecting the views of
the people, it is a major social and
political revolution in itself.

The second part of a two-
pronged attack on ETA is led by
Judge Balthasar Garzon. Some Span-
ish judges can investigate, try and
sentence, all atthe same time. Garzon
has held Matasuna (and its predeces-
sors) to be responsible for damage
caused over years of public demon-
strations by its members and sup-
porters, and fined them E24 million.
He gave them a few days to pay and
has had theirassets seized. Hehad to
hurry and do this while thare still
legal. He calculates that they will be
illegal by the time they can appeal
his decision. My calculation is that
they couldn’t be bothered to appeal.
Garzon is no right-wing fanatic. He
is the judge who sought the extradi-
tion of General Pinochet from Brit-
ain and would have a lot of us and
Latin American politicians in Span-
ish jails if he could manage it.

95% of Spanish MPs, all the
national media, and probably the vast
majority of the Spanish population
want the satisfaction of seeing
Batasuna banned. The only problem
may be the superior courts who are
increasingly getting fed up with the
antics of the politicians and their
vindictive or fact-saving laws. The
government has criticised the courts
for recently refusing to indict
Batasuna leader who shouted “long
live ETA”. Technically the govern-

ment was right. But the courts took
the position that that’s what people
do up in the Basque country and
would the government please stop
wasting its time.

The Law of the Parties will not
affectone way or the other the steady
movement of the Basques towards
independence. And it will certainly
not stop what Batasuna’s leader,
Arnaldo Otegi, calls “armed persua-
sion”.

Spain & Morocco

On thursday July 11th Morocco
invaded Spain. Well, anyone listen-
ing to Chris Patten on his high horse
could have assumed that that was
what had happened. Moroccan sol-
diers occupied Isla Perejil, a tiny
uninhabited island 200 metres off its
own coast. The Spanish Guardia
Civil, seemingly off their own bat,
tried to take it back and were chased
away. Spain said it was upset. The
Arab League said it instinctively
supported Morocco but would com-
ment later when it had some clue as
to what was going on. Most states
and international bodies did the po-
lite thing and shut up. Only Patten at
the EU got excited. (Patten’s other
great achievements are wantonly
annoying the Chinese during the
handover of Hong Kong and being
the Tories’ only source of mass re-
joicing when he lost his seat in the
1997 General Election.) Morocco
said its leaders couldn’t comment
for three days as they were all out
celebrating the King’s wedding!

The ‘invasion’ is nonetheless a
serious matter. it is designed to
humiliate the Spanish leader Jose
Maria Aznar while he is perceived to
be in a weakened position. As I
explained in the July L&TUR the
Spanish government abandoned its
pragmatic, inclusive positions some-
time last year and went somewhat
berserk. Aznar let himself become a
puppet of Tony Blair, his “trusted
friend”. As well as attacking work-
ers’ rights, his government got very
excited about immigration. Spain
has one of the smallest immigrant
populations in Europe, but a large
number of what it has are from Mo-
rocco. These are skilled, hard-work-
ing people, not so much doing the

work ahat Spaniards won’tdo, butthe
work that Spaniards can’t do. Spain
began a campaign of harassment
against Morocco, picking particularly
on it for letting a trickle of black
Africans throughits territory and into
the Spanish North African enclaves
of Ceuta and Melilla, to the point
where Morocco withdrew its ambas-
sador.

Then came the Blair plan onim-
migration. Aznar, as President of the
EU, and Blair proposed economic
sanctions against countries allowing
their nationals toillegally emigrate to
the EU. When this was proposed at
the Seville Summitin June, the French
denounced it as “anti-humanitarian”,
the Swedes got downright sarcastic,
and the paroposal was dropped. Even
before the Summit was over, the Brit-
ish spin-doctors, and their house left-
ies like Clare Short, were claiming
that the proposal hadn’t really been
serious. so Aznar’s “trusted friend”
left him to carry the can. Morocco
was in no doubt who the proposal was
aimed at.

Then in the second week of July
came the annual state of the nation
debate inthe Spanish parliament. Op-
position parties are gleefully rubbing
Aznar’s nose in his own dirt—over
immigration, social welfare and any-
thing else they can think of (except
the Basque questionsof course!). This
is effective. The debates are reported
extensively on every TV news pro-
gramme. The Moroccan timing is
perfect.
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‘Nablus Under Curfew - Save The

Children, Under Fire !!
by Amer Abdelhadi

“] am unarmed, DON’T
SHOOT, I work for an International
humanitarian relief organization,
DON’T SHOOT, I have a permit to
travel, I have a four month baby in
the car, PLEASE STOP SHOOT-
ING” That was what Nadia was try-
ing to say to the soldiers in the ap-
proaching, and continuously shoot-
ing tank in eastern Nablus.

‘What was happening’, Nadia
brain was racing, ‘the army would
see my flag, the stickers on my car’,
she tried to comfort herself ‘they
may ask me to show some ID, so I
should have everything ready’.

Nadia was driving back from
work at the ‘Save the Children In-
ternational Organization in Nablus’
with her work mate, Hadeel, and
her daaghter (Hadeel’s) when they
saw an army tank approaching from
the oppositedirection, shooting ran-
domly.

Nadia’s car held large and vis-
ible stickers and a flag showing the
Organization’s name and logo
clearly.As she was told by her Jour-
nalist husband Atef, and many of
her friends and co-workers, Nadia
stopped the car completely as per
Israeli army regulations.

The tank didn’t stop. The sight
and sound made the four month old
baby in her mother’s arms started
crying.Nadia opened her side win-
dow and waved her curfew permit
and ID. She andHadeel held ID cards
issued by the American Embassy
showing that the card holder is a
member or employees of an interna-
tional organization and should not
be delayed.The soldiers in the tank
never stopped to even check their
papers.The shooting from the tank
was getting more close to them for
comfort or even safety. Nadia de-
cided the best thing to do was to get
out of the car so the army would see
her and see that she was really un-
armed and not dangerous to them.
The baby in the back seat was now
crying hysterically.

Nadia got out of the car just in
time. The windscreen in front of her
shattered in thousand pieces from
the directed bullets.

Nadia felt her life pass before
her in seconds. She started urging
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the soldiers “Look, I am un-armed,
I work for a humanitarian
internationalorganization, I have a
four month baby in the car, we have
permits... etc. No avail.

The tank was now shooting be-
tween her feet, around her and at
the car.When the windscreen was
shattering, both Nadia and Hadeel
knew they were targeted. The tank
was coming very close and doesn’t
seem to be slowing down.

The soldiers in the tank never
bothered to check documents or
bark theirorders through loud
speakers as they usualily did. They
were after blood. Just then the tank
was only few meters. Hadeel thought
the sight of the crying baby could
soften the soldiers up or make them
change their mind. They slowed
down alright, but only to throw a
noisy smoke bomb at the car.

Both humanitarian workers
freaked out. The smoke was chock-
ing them and the baby but the shoot-
ing continued. It was obvious the
bullets would get them.If not by aim-
ing directly, then by the blindness of
the thick smoke. No onecould see
anything, including the soldiers.

Nadia, with the encouragement
of people living by, ran for her life to
the nearest house to her left. With
the help of people, she was made to
ran to safety, all the while shouting
“They are butchering us, they are
now killing my friend Hadeel, they
killed Hadeel, they are shooting her
baby...”

Apparently, Hadeel took the
chance of her life and her babies too.
She made a quick run to her right
and hid in a factory guard’s post. All
of them made it, safely.

The army tank stayed next to
Nadia’s car —withitssigns and flags
still intact- and in the area for few
more hours before they finally left.

‘When Nadia’s car was checked

later, bullets were found on the steer-

ing wheel, around the doors, the

dashboard, her driver’sseat and the
place where Hadeel and her baby
were sitting.

It was reported that both ladies
suffered a frightening shock. They
couldn’t understand the horrible ig-
norance for another human life.

They both talked about being so
closed to death. Was it a game the
soldiers were playing? Or is it just
provocation?

Some four days ago, the army
tanks, armored vehicles, jeeps, and
large trucks invaded a building in
the center of Nablus arresting eve-
ryone inside,blowing closed doors
and launching a massive search -
after they, the army, installed alarge
cannon on one of the top floors—.

Just over twenty four hours
later, Israel’s army evacuated the
area leaving behind massive de-
struction to a large office building
which the army shelled with cannon
artillery setting it on fire and endan-
gering the inhabitants living in a
next door residential building. While
thesearch was taking place, the army
tanks surrounding the area bom-
barded shops, and crashed vehicles.
Even the city famous clock was re-
portedly smashed.

It is said that the same army
unit responsiblie for the destruction
was the one attacking Nadia and
Hadeel. With nointernational moni-
tors to check on Israeli army
behavior, the world community has
granted Israeli soldiers a license to
execute any one the feel like getting
rid off. Those victims would be capi-
tally punished without trial, not even
through the high ranking execution
committees responsible for assassi-
nating the so called ‘wanted’ people
on their lists.

Nadia, Hadeel and the baby
would be executed according to a
decision made by the tank’s com-
mander. Not that Nadia and party
were the only victims of state terror-
ism; they were some of the few cases
the media had found about.

Itisday ONE HUNDRED AND
THREE since the curfew started.
Nablusissstill suffering. The world is
watching, yet has done little.

Amer Abdelhadi

General Manger

Radio Tariqg Al Mahabbeh
TMFM 97.7
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