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The clamour is growing for Germany to pay up 
to solve the seemingly endless problems of  bank 

debt and unsustainable interest rates for government 
debt in the southern Eurozone countries. Yet it is also 
obvious that Germany is simply not capable of bailing 
out all these economies without ruining herself. But, 
the argument goes, Germany has done very well eco-
nomically out of the Euro zone, the Euro operates at 
a competitive exchange rate compared with the Deut-
schmark and  Euro Zone competitor countries are 
unable to devalue to restore competitiveness. In addi-
tion, German banks contributed to the profligacy by 
lending to countries like Greece. So Germany should 
pay up and shut up.

There is superficial merit in this argument. German poli-
ticians were extremely poor at explaining to their voters just 
what the benefits of the Euro were to the German economy. 
It is only right that German banks pay for the mistakes that 
they made by adopting the practices of the Anglo-American 
banks. But in a way all of this is besides the point. Germany 
could not rescue the Mediterranean economies even if it 
stumped up far more than it already has done.

Furthermore, it is not unreasonable for the German gov-
ernment to demand that there should be some conditions at-
tached to European loans. Why should unregulated banking, 
large tax-free black economies, under-taxation and excessive 
public sector salaries based on debt continue? Why should 
a Keynesian approach which aims to stimulate demand 
without addressing the deeper problems of the productive re-
sources of the ailing economies be applied as a panacea? On 
the other hand, some complaints against the debtor countries 
do not seem so reasonable.  It is perverse, for example, to 
rail against high youth unemployment and a low pensionable 

age at the same time. High youth unemployment is a huge 
economic, not to mention social and personal cost to a coun-
try. But the solution cannot be to make older workers work 
longer, thereby closing off chances for younger ones. Even 
when they are retired, pensioners will be paying income tax, 
which is more than can be said for unemployed youth.

Here, though, comes the underlying problem. Keeping a 
low retirement age for older workers does not, of itself, solve 
the problem of youth unemployment. For that you need a good 
general and vocational education system which provides the 
economy with productive workers who will enable an econ-
omy to compete on high specification and quality goods and 
services. It is no coincidence that countries like Germany 
and Austria, which have very strong apprenticeship based 
systems, also have low youth unemployment. Short-term 
economic stimuli will do nothing to solve underlying prob-
lems of dysfunctional economies. That would require seri-
ous structural reform and the taking on of powerful interests 
opposed to change in their preferred ways of doing things. 

Again, it is all very well to talk about freeing up labour 
markets to deal with problems of unemployment. This ig-
nores the fact that the Germans rely on high levels of regula-
tion to ensure the quality of their labour markets. Abandon-
ing regulation facilitates the black economy and the injection 
of unskilled labour into a bubble economy as happened in 
Spain. 

It is also rather silly to talk about freeing up businesses 
if this means that they follow low skill business models 
and fail to demand a skilled labour force. Some elements of 
structural reform will have the opposite effect of reinforcing 
dysfunctional tendencies that got countries like Greece into 
trouble in the first place. And, it goes without saying, banks 
need more regulation, not less. It is not surprising that mes-
sages about what needs to be done to restore economic health 
in countries struggling with public debt do not sound very 
coherent.

Should Germany Just 
Pay Up?
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About six years ago German poli-
ticians seemed to have lost their con-
fidence in the German  model and 
were looking at ways of deregulating 
their banking system and even rolling 
back industrial democracy. The 2008 
financial crisis changed their percep-
tion of the virtues of the Anglo-Ameri-
can model. Angela Merkel and others 
started to speak favourably about the 
ways in which industrial democracy 
enabled German firms to weather the 
economic storms and how agreement 
between employers and trade unions 
on what was necessary for economic 
survival through, for example, keeping 
labour costs under tight control, was a 
good thing. A good example of this at-
titude can be found in a speech by the 
spokesman for the CDU employers fed-
eration  in May 2010 which praises the 
contribution industrial democracy has 
made to maintaining jobs and promot-
ing business and social stability. So the 
Germans have got over their fascina-
tion with the ‘dynamic’ Anglo-Saxon 
economies and are able to regard with 
horror the devastation wrought within 
the Eurozone by unregulated banking 
and other evils. 

There is little doubt as well that they 
regard their model as one that could 
work outside Germany. This may sound 
surprising since the way in which Ger-
man calls for austerity sometimes come 
across sounds as if they are saying that 
countries should simply tighten their 
belts and squeeze the poor. It is im-
portant to note that this is not what the 
Germans think – so why don’t they say 
that sensible growth strategies should 
play a role in economic recovery? After 
all, Germany benefited from foreign in-
vestment in the aftermath of the Second 
World War.  Here we get to the source 
of the problem of growth strategies in 
the Eurozone. 

The Germans and everyone else 
who lends money should be entitled to 
assurances that it will be spent respon-
sibly, as it was in Germany post-1945. 
But how could this condition be met 
in Greece and possibly in some other 
countries? For the Germans to be satis-
fied, the Greeks would not only have to 
want to, but actually be able to invest 
responsibly and productively. Lectur-
ing from the Germans would not do 

anything either for the Greeks or the 
Germans. On the other hand, insisting 
on EU commissars overseeing respon-
sible investment would be regarded as 
unacceptable interference in the affairs 
of a sovereign state. 

It is not surprising therefore that 
Germany is not advocating the adop-
tion of a social market approach from 
the rooftops. Telling the rest of Europe 
to become more like Germany as the 
only means to salvation does not look 
like a good idea. It is easier to just insist 
on fiscal and budgetary responsibility. 
It is even hard to avoid the appearance 
of inflicting austerity on others out of 
self-interest. Although there is a good 
case to be made out for punishing irre-
sponsible banks by writing off some of 
their loans there are also perils in taking 
this too far by encouraging the Greeks 
to default on all their loans including 
those that have been made recently in 
order to save the Greek economy. 

It is hard to avoid the conclusion 
that fiscal union within the Euro zone 
is the most viable way out of this mess. 
A fiscal union would establish common 
rules for rates of taxation and tax col-
lection and could even oversee and ap-
prove or disapprove of national budgets 
and the Euro Zone could help Greece to 
improve its revenue collection system 
and take steps towards eliminating a 
colossal black economy. Together with 
rules for common taxation policy, there 
will in due course need to be regulations 
that prevent the problems that arose in 
the first place.

There is thus little evidence either 
that Germany wishes to neoliberalise 
Europe or that they wish to vigorously 
push for wider adoption of the German 
model, even though it is likely that the 
adoption of elements of the German 
model would be very good for some of 
the struggling countries. It is certainly 
true that, under the influence of Blair 
and Brown, the EU was engaged in the 
first decade of the century in a thor-
oughgoing attempt to develop the Eu-
ropean economy along neoliberal lines. 
But that strategy has been abandoned 
by the most powerful country in the 
EU under the impact of the devastating 
consequences of the  boom that ended 
nearly five years ago. There are two dif-
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ficulties now for the Germans and their 
attitude towards Europe’s economic 
problems. First they do not wish to be 
seen as imperialists telling everyone to 
adopt the German way, although they 
are confident about its virtues and of-
ten scathing in private about the vices 
of Anglo Saxon methods. Second, they 
recognise that there are specific fea-
tures of German culture to do with so-
cial solidarity and responsibility which 
may be difficult to replicate in other 
countries. 

There is little doubt that they are 
justified in asking countries in difficul-
ties to collect taxes properly, to bear 
down on the black economy, to regu-
late banks and insist on separation of 
utility and gambling activities and to 
restore public finances to good health. 
They are also right in suggesting that 
Keynesian demand stimulation strate-
gies and lack of control of labour costs 
are not a good way forward. 

They are on less strong ground 
when they appear to suggest that this 
can be done without adopting regula-
tory measures like control of labour 
market entry; levy grant systems for 
Vocational Education and employment 
protection; reducing the pensionable 
age to allow access of young people 
to the labour market and industrial 
democracy and the imposition of some 
controls on capital to suppress the 
speculation that is undermining the 
Euro Zone.. If Germany adopts social 
market policies to secure its own fiscal 
integrity and competitiveness success-
fully , it is hard for it to argue that other 
countries should not do the same.

One problem for them is that they 
will need some encouragement from 
others to promote the German model 
before they feel safe enough to do so 
themselves. Unless this is done, meas-
ures that look like neoliberal structural 
adjustment will be in fact what is of-
fered, even though this is not the inten-
tion that lies behind them. But such 
measures are unlikely to provide in a 
long-lasting way the changes that will 
make such countries more competitive.

18th century Britons were 
mostly not racist.  They par-

ticipated in the Atlantic Slave Trade, 
but they also shipped British and 
Irish criminals and rebels off to the 
West Indies, where they were at a 
level with slaves bought from Africa.  
(Almost all sold by other Black 
Africans, from societies where 
slavery was viewed as normal.)

In the 19th century, a greater concern 
for morality by the rising middle classes 
pushed race relations in the wrong direc-
tion.  Slavery was wicked, but non-whites 
were suspected of being biologically infe-
rior.  They were definitely unacceptable 
for as long as they rejected Christianity.

The Slave Trade was banned in 1807 
in the UK, and in 1808 in the USA.  Brit-
ain went on to abolish slavery in the 
Empire by 1833, whereas it lasted till the 
1860s in the USA and might have lasted 
till 1900 or later if Abraham Lincoln’s in-
itial proposals for compromise and slow 
abolition had been accepted.1  But even 
as the British Empire got rid of slavery, it 
strengthened racism.  Non-white Chris-
tians remained unequal, and were placed 
on a racial hierarchy in which the darker 
you were, the lower you stood.

In the 18th century, Britons in the 
Indian subcontinent had initially inter-
married and formed a multi-racial soci-
ety.  Hindus and Muslims were strange 
and alien, but not as inferior.  Sadly, the 
19th century zeal for reform and improve-
ment included a strong belief in racism 
and white superiority.  Intermarriage 
was frowned upon, and there was a defi-
nite limit to how high anyone non-white 
could rise.  There was firm separation in 
the Empire.  In Britain itself: the popu-
lation until the 1950s included very few 
non-whites and there was no formal seg-

British Tyranny in 
Kenya

 Gwydion M. Williams

regation.  But up until the 1950s, ideas 
of a racial hierarchy were mainstream.  
Multi-racists were a minority and mostly 
on the left.

Britain’s hold on India was doomed 
when it lost Singapore, a supposedly im-
pregnable fortress taken in a seven-day 
battle in February 1942.  The British-led 
forces had a more than a 2-to-1 advan-
tage against the Japanese, but simply col-
lapsed.  The Labour government elected 
in Britain in 1945 granted India inde-
pendence as a matter of principle, but the 
Empire in Asia after 1942 was not really 
sustainable.

Which didn’t mean it vanished at 
once.  India became free in 1947 and 
made itself a Republic in 1950.  But there 
were lots of colonies left and a notion that 
they might be kept for some time.  This 
applied particularly where there were 
large numbers of white settlers, people 
who considered that they were there for 
good.  ‘White Highlands’ were prized, 
and there was no hesitation about kicking 
out the natives who lived there.  

In North America, Australia and 
New Zealand the natives had been suc-
cessfully marginalised and sometimes 
slaughtered.  In Africa they were much 
too numerous for such treatment, but 
could be displaced from the best land.  In 
Kenya, the Kikuyu people were the main 
victims and the main force in the Mau 
Mau uprising.

In 1959, with the battle largely won 
thanks to mass brutality by British 
troops, the issue came before the House 
of Commons.  Harold Macmillan was 
Tory Prime Minister and had granted 
independence to the Gold Coast, which 
became Ghana and was briefly famous 
under Kwame Nkrumah.  The Federa-
tion of Malaya also became independent, 
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later joining with several small states to 
become Malaysia.  But the issue of Kenya 
was still live.  Both future Labour minis-
ter Barbara Castle and noted Tory Enoch 
Powell made interesting contributions to 
a debate over eleven suspected Mau-Mau 
being beaten to death while in British 
custody.  Barbara Castle spoke first:

“I do not think the hon. Member can 
have heard the last three speeches by his 
colleagues. A more nauseating parade of 
complacency I have never heard, and I 
have been in 220 the House for fifteen 
years. To hear hon. Members opposite 
speak of it one would imagine that this 
was an unfortunate, minor incident. We 
heard from the hon. Member for Leices-
ter, South-East (Mr. Peel) most perfunc-
tory regrets about this tragedy. That took 
two seconds of his time, and for the rest 
he told us that we must not undermine 
confidence in the Kenya Civil Service. 

The hon. Member for Armagh (Mr. 
Armstrong), who spoke last, asked us to 
keep a ‘sense of perspective’ about this 
matter. We are discussing in all serious-
ness the future of the British Common-
wealth. I ask hon. Members opposite this: 
if in any prison in Britain twelve men 
had been beaten to death, would anyone 
on the benches opposite have said, ‘Keep 
a sense of perspective about this, in view 
of the fine record of Prison Administra-
tion’? Of course not. Public opinion in 
this country would not have permitted 
anyone to do so. The speeches to which 
we have listened to tonight are a reflec-
tion of the very basis of the problem 
which we face in our remaining Colonial 
Territories. Quite instinctively, sincerely 
and genuinely, without even being aware 
of it, hon. Members opposite do not be-
lieve that an African life is as important 
as a white man’s life.

“If it had been eleven European 
prisoners who had been beaten to death, 
what would hon. Members opposite have 
said? Would they have said that no heads 
need roll except the head of the man low-
est on the ladder? Would they have said 
that these were in any case criminals, 
so it did not matter? The hon. Member 
for Blackpool, South (Sir R. Robinson) 
himself became a party to this argument. 
He asked us to remember that, after all, 
these were desperate, hard-core Mau 
Mau murderers. He gave us an example 

of a Mau Mau detainee who confessed to 
35 murders.

“The men whose fate we are discuss-
ing tonight are men who have not con-
fessed. That is why they are dead. Simply 
because they had not confessed, simply 
because their guilt has not been estab-
lished, they have been subjected to the 
Cowan Plan of being taken forcibly to a 
work site and put in such a situation that 
death inevitably resulted...

“We cannot escape that responsibility 
because the Attorney-General of Kenya, 
with the backing of the Colonial Secre-
tary, has told us that, although it has been 
indubitably established that these eleven 
men were murdered, no criminal charges 
can be brought against anybody...

“I say to the Colonial Secretary quite 
advisedly that I have memories of similar 
punishments meted out in the past which 
did not in the end amount to a row of 
beans. I remember years ago taking up 
the Kamau Kichina case in Kenya. It was 
that which first got me interested in this 
Colony. I found that a helpless African 
prisoner, supposed to have been in the 
custody of a European district officer, 
Mr. Richmond, was somehow strung up 
out of doors for five days and nights and 
successively beaten, left without food, 
exposed at night naked. 

In the end, nobody is called properly 
to account. When he dies, it is not murder, 
and when he dies nobody pays the full 
penalty for that neglect. In this House I 
brought to the Colonial Secretary’s atten-
tion the fact that the court proceedings 
224 repeatedly condemned the behaviour 
of the district officer. I was attacked for 
maliciously pursuing civil servants just 
doing a good job. Eventually the Colo-
nial Secretary said there was to be a dis-
ciplinary inquiry into his conduct, and 
eventually he was sacked—and twelve 
months later we found out by accident 
that he had turned up again as African 
Affairs Officer to the Aberdare County 
Council in another part of Kenya.

“So we are not impressed by the pun-
ishment meted out to Mr. Sullivan. I say 
it is an insult to Africans unparalleled in 
British colonial history for a man found 
guilty on three counts of ‘grave derelic-
tion of duty’ leading to eleven deaths to 

be retired from his job without a penny 
loss to himself. I challenge every hon. 
Member opposite: is he really prepared 
to sit here tonight and stomach that?” 2

More abstract but equally interesting 
is Powell’s contribution:

“Many aspersions have been cast 
and many imputations made by hon. 
Members opposite in the course of this 
debate with which I could not for an in-
stant associate myself. And yet I cannot 
regret that even at this hour the House is 
once again considering the affair of Hola 
Camp. For the further documents relat-
ing to the deaths which were issued as 
a White Paper last week confirm what 
was already pretty clear from the earlier 
evidence, that it could be to the credit 
neither of this House nor of this country 
that the matter should rest where it now 
stands.

“The affair of Hola Camp was a great 
administrative disaster, and to that ad-
ministrative disaster there were three 
aspects. There was the authorisation 
of an operation which in its nature was 
likely to have fatal results; there was the 
failure to see that that operation, such as 
it was, was at least carried out with the 
minimum of risk; and, finally, there was 
the incident, which it is difficult to find a 
word to describe, of the water cart com-
muniqué. The new documents show that 
the responsibility for all three aspects of 
this administrative disaster goes higher 
than can be discharged by the premature 
retirement of the officer in charge of the 
camp or by the retirement, accelerated 
by a few weeks, of the Commissioner of 
Prisons...

“It has been said—and it is a fact—
that these eleven men were the lowest of 
the low; sub-human was the word which 
one of my hon. Friends used. So be it. 
But that cannot be relevant to the accept-
ance of responsibility for their death. I 
know that it does not enter into my right 
hon. Friend’s mind that it could be rel-
evant, because it would be completely 
inconsistent with his whole policy of re-
habilitation, which is based upon the as-
sumption that whatever the present state 
of these men, they can be reclaimed. No 
one who supports the policy of rehabili-
tation can argue from the character and 
condition of these men that responsibil-
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ity for their death should be different 
from the responsibility for anyone else’s 
death. In general, I would say that it is a 
fearful doctrine, which must recoil upon 
the heads of those who pronounce it, to 
stand in judgment on a fellow human-be-
ing and to say, ‘Because he was such-and-
such, therefore the consequences which 
would otherwise flow from his death 
shall not flow.’

“It is then said that the morale of the 
Prison Service, the morale of the whole 
Colonial Service, is above all impor-
tant and that whatever we do, whatever 
we urge, whatever we say, should have 
regard to that morale. ‘Amen’ say I. But 
is it for the morale of the Prison Service 
that those who executed a policy should 
suffer—whether inadequately or not is 
another question—and those who au-
thorised it, those to whom they appealed, 
should be passed over? I cannot believe 
that that supports the morale of a serv-
ice.

“Going on beyond that, my hon. 
Friend the Member for Leicester, South-
East (Mr. Peel) reminded the House how 
proud the Colonial Service is of the in-
tegrity of its administration and its 237 
record. Nothing could be more damag-
ing to the morale of such a service than 
that there should be a breath or a blemish 
left upon it. No, Sir; that argument from 
the morale of the Prison Service and the 
Colonial Service stands on its head if 
what we mean is that therefore the con-
sequences of responsibility should not 
follow in this case as they would in any 
other similar case.

“Finally it is argued that this is Africa, 
that things are different there. Of course 
they are. The question is whether the dif-
ference between things there and here is 
such that the taking of responsibility there 
and here should be upon different princi-
ples. We claim that it is our object—and 
this is something which unites both sides 
of the House—to leave representative in-
stitutions behind us wherever we give up 
our rule. I cannot imagine that it is a way 
to plant representative institutions to be 
seen to shirk the acceptance and the as-
signment of responsibility, which is the 
very essence of responsible Government.

“Nor can we ourselves pick and 
choose where and in what parts of the 

world we shall use this or that kind of 
standard. We cannot say, ‘We will have 
African standards in Africa, Asian stand-
ards in Asia and perhaps British stand-
ards here at home.’ We have not that 
choice to make. We must be consistent 
with ourselves everywhere. All Govern-
ment, all influence of man upon man, 
rests upon opinion. What we can do in 
Africa, where we still govern and where 
we no longer govern, depends upon the 
opinion which is entertained of the way 
in which this country acts and the way 
in which Englishmen act. We cannot, 
we dare not, in Africa of all places, fall 
below our own highest standards in the 
acceptance of responsibility.”3

As far as I know, nothing much was 
done.  Macmillan’s ‘Wind of Change’ 
speech in 1960 settled the question of in-
dependence – Britain was going to give up 
its African colonies.  He made the speech 
in South Africa, which had for 50 years 
been self-governing under white minor-
ity rule.  It remained such for another 34 
years, conceding a non-racial franchise 
only in 1994.  Kenya got independence 
in 1963, with Jomo Kenyatta.  He had 
been identified with the Mau-Mau and 
imprisoned on that basis, but in power he 
definitely distanced himself and worked 
mostly with those Kikuyu who had been 
hostile to the Mau-Mau.

Torture as well as beatings were not 
individual excesses: they were part of 
British policy.  Torture was for a long 
time denied.  Then when claims for 
compensation became pressing, govern-
ment lawyers found an ingenious way 
out.  They claimed that Britain bore no 
responsibility for the actions of a colo-
nial administration that took orders from 
London: the responsibility had passed 
to newly independent Kenya.  At the 
time of writing this remains the position, 
despite the recent release of documents 
taken from Kenya and hidden in Britain 
for decades.

Powell himself took a highly logical 
line.  Unlike Castle, he was not standing 
up for equality.  He did not say that black 
lives were just as valuable as white lives.  
He was willing to classify the dead Afri-
cans as “the lowest of the low”.  But he 
insisted they still had rights.

Powell had wanted the Empire run 

on a fair basis.  But once it was gone, he 
wanted Britain preserved as it had been 
when he was young.  He was actually a 
functional conservative, which most other 
Tories have not been.  His policies would 
have conserved Britishness as it then ex-
isted.  Personally I am glad that his sort 
of Britishness perished.  The regrettable 
thing is the very slow progress towards 
finding anything positive to replace it.  
But with modern Toryism consisting 
mostly of greed and amoral emptiness, 
something new is certain to come.

(Endnotes)

1 The deadline of 1900 was part of 
Lincoln’s proposals to end slavery 
in those slave states that had not 
seceded.  By his understanding of the 
US Constitution, slavery within an 
individual state was protected unless 
the Constitution should be amended.  
He claimed the right to abolish 
slavery in seceded states, because 
they no longer had valid governments. 

 What he might have offered the 
Confederate states to surrender 
before the bitter end remains 
unknown: they refused to surrender.  
With the war over, the South was 
occupied territory and Radicals had 
a majority in the North.  They passed 
an amendment to abolish slavery 
and another to prevent anyone being 
denied the vote on racial grounds.  As 
1860s-vintage radicalism faded, black 
rights were suppressed by unofficial 
but blatant terrorism, which lasted till 
the 1960s.

2 [http://hansard.millbanksystems.
com/commons/1959/jul/27/hola-
camp-kenya-report#S5CV0610P0_
19590727_HOC_543].  My thanks to 
Tom Docherty for drawing attention 
to Powell’s stand.

3 Ibid.
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Early history.
The German pension system was set 

up by Bismarck in 1889.  In its original 
design it was a fully funded system with 
mandatory retirement at age 70 (in a time 
when male life expectancy was only 45 
years).  It was intended to give pension-
ers a standard of living in retirement not 
that different to that which they had en-
joyed during their working lives.  In this 
the German system was quite different 
to the pension system introduced into the 
UK by William Beveridge which only 
attempted to give pensioners a base sub-
sistence level of income in retirement.

Although originally designed as a 
fully funded system, because of the capi-
tal destruction caused by World War II 
it was decided to switch to a completely 
‘PayGo defined benefit’ system in 1957.  
By a PayGo system we mean that revenue 
is collected each year from those working 
and the collected revenue is then used to 
pay pensions to those in retirement.  The 
opposite of a PayGo system is a funded 
system.  In a funded system workers save 
over their working lives into a fund and 
then use that fund to finance their retire-
ment.     

The 1972 consolidation

Some 15 years after the decision to 
adopt a PayGo defined system, a further 
major reform took place in 1972 when 
the basic guarantee was laid down that if 
you were a worker who had worked on an 
average wage for 45 years then, in retire-
ment, you would have a pension equal to 
70% of your pre-retirement net income 
(income after deductions for retirement 

Pensions: The       German Model
This is the first in a series of articles about pensions.  The purpose 

of the series is to arrive at an affordable pension’s policy for the 
UK.  The approach taken will be to start first by looking at the pension’s 
policies of other countries.  In this first article we start by reviewing the 
pension system in Germany.

insurance and tax).  The retirement in-
surance that workers paid each year was 
equal to 9.65% of their gross salary.  The 
employer had to pay a similar amount of 
retirement insurance so effectively an 
amount equal to 19.3% of an employee’s 
gross wages would go into the retirement 
insurance fund in any year and be used 
to pay the pensions of the retired in that 
year. 

So here are 2 very important facts 
about the German pension system as it 
existed after the 1972 reform.  It is PayGo 
rather than funded and it is aimed at pro-
viding individuals with a secure living 
standard.  A German worker will expect 
to have a post tax income in retirement 
approaching 70% of their pre retirement 
post tax income.  In the literature on pen-
sions the technical term for this amount 
is the replacement rate – the rate at which 
post tax pension income replaces the 
post tax income earned in the year before 
the worker retired.  In German Pension 
literature the replacement rate is more 
specifically defined as the ratio of the net 
income of a pensioner who has worked at 
the average wage for 45 years to the net 
average wage.

If a worker had worked all his life 
at an income equal to twice the average 
wage then he would have a pension equal 
to approximately twice the pension of 
the worker who had always worked at the 
average wage.  

If a worker worked for 20 years at 
the average wage and then 25 years at 

twice the national wage then he would 
have a retirement income equal to (20 
+(25x2))/45 (= 1.56) times the pension of 
someone who had worked all their lives 
at the average wage.  The idea is that you 
get a pension point for each year that you 
work.  The value of that point is equal to 
your wage divided by the average wage.  
Then all these points  are added up at the 
end of your working life (and divided by 
45) to determine your pension.  However 
you can only gain a maximum of 2 pen-
sion points in any working year.  So if 
you were to work at 3 times the average 
wage all your working life you would 
only get a state pension equal to twice 
the pension of someone who had worked 
on the average wage all their lives and 
not 3 times that pension.

The 19.3% of the employee’s gross 
income that is used to pay pensions in the 
current year is not actually referred to as 
a tax in German legislation.  It is called 
insurance.  It insures that the employee 
has a good standard of living in retire-
ment.  The German pension system aims 
to give pensioners a good standard of 
living in retirement rather than to merely 
avoid living in poverty.

Compare this with the UK system 
where there is a flat public pension of 
about £5315 per year in 2011 terms.  
Given that the median wage in the UK 
is some £17,000 after tax and NI then it 
would require a pension of £10,000 to 
achieve a replacement rate of 60% and 
£12,000 to achieve a replacement rate of 
70% - considerably more than the exist-
ing flat pension of £5315.

Martin Dolphin



Labour Affairs  7

No 229 July/August 2012

Pensions: The       German Model
Since 1972 there have been 5 other 

reforms of the German pension system 
in 1992, 1998, 2001,2003 and 2007.  It is 
with these later reforms that this article 
shall be mainly concerned.

But first let’s consider some problems 
implicit in the German pension system as 
constructed in 1972 with its guarantee of 
a 70% replacement rate for all workers 
on the average wage.  

A problem arises because in a PayGo 
system you are paying pensions out of 
retirement insurance contributions from 
those currently working.  Now how do 
you know if you will always collect 
enough retirement insurance to be able 
to pay the pensions due?  Well at one lev-
el the problem is fairly simple.  We just 
need to solve the following equation 

70/100*(w-d) = 2d*n

Where 70/100 is the rate at which 
pensions are to replace pre-retirement in-
come, w is the gross wage of the average 
employee, d is the amount the employee 
pays into retirement insurance and n is 
the number of workers for every pen-
sioner.  (This formula assumes that eve-
ryone is earning the same average wage.  
This assumption simplifies the math but 
does not invalidate the substance of the 
argument.  In this article I will be con-
centrating on what I would describe as 
the kernel of the German pension system.  
There are many other issues that would 
have to be considered in constructing 
any final pension system but here we 
are interested in the main determinant 
of the pension system.  For Germany we 
shall see that the main determinant is the 
demographic development that is occur-
ring.)

Now if we have n = 1 (one worker 
for every pensioner) then the equation 
becomes

70/100*(w-d) = 2d

And we can solve this equation to 
give d = (70/270)w = 26% of the average 
gross wage.

So if the average wage was 100 then 
each worker would put 26 euros into the 
retirement fund leaving him with (100-
26) 74 euros.  His employer would also 
put 26 euros into the retirement fund 
which would give the pensioner (26+26) 
52 euros which is roughly 70% of the 74 
euros net income of the worker.

However the 1972 pension reform 
stated that each worker had only to pay 
9.65% into the fund (considerably less 
than 26%) so how was there enough to 
pay all the pensions.  The answer is again 
simple.  In the formula

70/100*(w-d) = 2d*n

It was assumed in 1972 that n (the 
number of workers per pensioner) had 
a value closer to 3.  If you assume that 
there are 3.3 workers for every pensioner 
then it turns out that each worker would 
have to contribute 9.6 euros (assuming 
the average wage is 100) into the pension 
fund to ensure that each pensioner had 
an income of 63 euros (equal to 70% of 
the worker’s net 90 euro salary).  (Note:  
I am assuming that the only deduction 
is retirement insurance.  Clearly there 
would also be taxes.  But the inclusion 
of taxes complicates the maths while not 
hugely changing the substance so I shall 
not include it now.)

Such was the system as introduced 
in Germany in 1972 when there were in-
deed over 3 workers for every pensioner.  
It is surely interesting to note that in 
1975 Barbara Castle would introduce the 
State Earnings Related Pension Scheme 
(SERPS).  One wonders if she must have 
been aware of the changes being intro-
duced in Germany and possibly was try-
ing to track them.

What we’ve developed here is a mod-

el for checking the effect of our political 
decision (pension = 70% of after tax in-
come) on other variables (rate of pension 
contribution) given some assumptions 
(pensioners as % of the total workforce.)

This model is only indicative.  It 
indicates what might happen in the real 
world but at the minute it’s full of sim-
plifying assumptions that would make us 
very wary of drawing any definite con-
clusions from it.

For instance the model assumes that 
everyone earns the same income and 
pays the same tax.   Before producing a 
final policy these simplifying assump-
tions would have to be replaced by more 
realistic assumptions.  I will not attempt 
to model these more accurate assump-
tions here but will state that I think the 
more accurate assumptions around 
wages would not dramatically affect the 
direction of our conclusions that a secure 
standard of living in retirement could 
be provided without a punitive rate of 
insurance given the assumption of 3-4 
workers for every pensioner.

This model might have been reason-
able in 1972 but would it stand the test 
of time?

Developments after 1972.

For a time everything went well and 
German workers enjoyed a high standard 
of living in retirement.  However by the 
1980s the Germans began to wonder if 
the system that they had created in 1972 
was sustainable.  The problem was that 
the German demographics were chang-
ing.  In 1972 there were 3-4 workers for 
every 1 pensioner.

Population ageing is the issue de-
bated in (West) Germany since the mid-
seventies. When the 4th coordinated 
population prospects (published in 1974) 
revealed the future ageing of population 
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an inter-ministerial working group on 
population issues was founded under the 
responsibility of the Federal Ministry of 
the Interior.  This inter-ministerial work-
ing group prepared population prospects 
with different fertility assumptions, fer-
tility being rightly considered the main 
determinant of ageing. It did not foresee 
an increase of life expectancy, the sec-
ond determinant of ageing. 

(Charlotte Hoehn, Policy responses 
to population ageing and population de-
cline in Germany)

One gets the impression that the de-
mographic trend discovered in 1974 was 
a bit of a surprise.  Current projections 
for the number of workers per pensioner 
in 2030 are 100/43.7 = 2.29 workers per 
pensioner.

If we plug the assumption of 2.29 
workers per pensioner into our model we 
get

70/100(w-d) = 2d*(2.29)

Solving this equation for d gives d = 
13.27% of the average gross wage.

Given that the employer would be 
contributing an equal amount this meant 
that an amount equal to some 26% of 
gross incomes of workers would be go-
ing to pay pensions in 2030.  

The German civil service did this 
calculation and did not like the answer.  
Workers in 2030 would be paying 13.27% 
of their gross wages to guarantee that 
those in retirement enjoyed pensions 
equal to 70 percent of pre-retirement in-
come while these pensioners only had to 
pay 9.65% of their gross wage.

There was a perception that this was 
unacceptable and a series of reforms 
followed in 1992, 1998, 2001, 2003 and 
2007 to put the German pension system 
on a more sustainable long term basis.

1992 Reform

A reform of pensions was introduced 
in 1992 which abolished the indexation 
of pensions to gross wages.  Instead they 
were indexed to net wages.  This was 
considered necessary because under cer-

tain conditions the previous arrangement 
meant it was possible for the incomes 
of those in retirement to increase faster 
than the incomes of those in work.  Link-
ing pension growth to net income growth 
removed this possibility.

The 1992 reform helped to reduce the 
rate at which pensions increased but this 
was too little and too late in the face of 
the demographic shift that was occurring 
in Germany.  

The Germans wanted to limit the 
percentage of gross wages that went to 
pay pensions.  They were prepared to in-
crease it from 19.5% but wanted to limit 
it to less than 25%.  They also wanted 
to guarantee a retirement income of 
70% of pre-retirement net income.  The 
demographic shift from 3.3 workers per 
pensioner to 2.3 workers per pensioner 
by 2030 meant this was impossible.

[Note: There seems to be significant 
differences in projections of population 
change in Germany between 2030 and 
2060.  I have seen dependency ratios (ra-
tio of population over 65 to those in the 
working age group of 15-65) as low as 
50% (2 workers for every pensioner) to 
as high as 60% (1.67 workers for every 
pensioner).  In the latter case pension re-
tirement contributions would rise to over 
34% of gross wages.]

To continue to fulfill the political ob-
jective of giving workers in retirement a 
pension equal to high percentage of their 
pre-retirement income while limiting the 
retirement insurance contributions to 
25% some compromise would have to be 
developed.  Finding this compromise has 
been a major drama in German politics 
in the last 20 years but it seems to have 
been finally settled.

(It should be noted here that the uni-
fication of Germany in 1990 would put 
the system under further strain.  East 
Germany had operated a flat pension 
system.  Post unification it would switch 
to an earnings related system.  In this 
article I shall not expand on these issues.  
Unification put the pension system under 
huge strain not least because the govern-
ment used the pension system to try to 
solve unemployment problems.  But it 
can be seen as a temporary perturbation 
of a system that would return to its long 

term path even though it might take over 
a decade to do that.)

The 1999 Reform.

This 1999 reform proposed to change 
the pension system by reducing the rate 
at which pension replaced pre-retirement 
income by introducing a demographic 
factor into the calculation of pensions.  It 
was also proposed that the age for retire-
ment would increase from 60 to 65 years 
for both main and women. 

However in the 1999 general elec-
tion the government lost power and the 
succeeding Social Democrat government 
with the strong support of the unions did 
not introduce the change to the calcula-
tion of the replacement rate.  But the part 
of the reform that gradually changed 
eligibility for pensions for women and 
unemployed persons from 60 to 65 re-
mained.

2001 – The Riester reform

However the basic problem remained 
and in 2001 the Labour secretary Walter 
Riester introduced what would be the 
most profound change to the German 
Pension system.

The Riester reform is based on the 
belief that it is not acceptable to expect 
the workers in 2030 to give up 14% of 
their gross wage to ensure that the pen-
sioners of 2030 have an income equal 
to70% of their pre-retirement net-income 
when these same pensioners only had 
to give up 9.65% of their income.  But 
if the worker of 2030 does not give up 
14% of their wage then pensioners cannot 
achieve the politically desirable replace-
ment rate of 70%.  

The only way for the pensioner of 
2030 to achieve a 70% replacement rate 
and the worker to achieve a ~10% retire-
ment insurance payment rate is for the 
prospective 2030 pensioners to save mon-
ey into a fund throughout their working 
lives.  This fund will then be used to buy 
an annuity to provide them with the extra 
income in retirement that will bring their 
retirement income up to the politically 
desirable level of 70%.
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The law introduced by Riester states 
that contribution rates to the public re-
tirement scheme must stay below 20% 
until 2020 and below 22% until 2030 
while the net replacement rate must stay 
above 67%.  Failure must lead to govern-
ment actions. 

So Riester changed the basic equa-
tion to something more like this

67/100(w-d) = 2d*2.3 to provide only 
67% of pre retirement net income.  

But at this point Riester introduced a 
little sleight of hand.

He decided that the net income 
on which the state would guarantee to 
pay a pension of 67% should include a 
deduction for the 4% which the worker 
was recommended to pay into a fund to 
achieve his/her 70% replacement rate.  
So Riester’s equation is really:

67/100(w-d-4%w) = 2d*n

Assuming n (the number of workers 
paying retirement insurance per pen-
sioner) is equal to 2.3 this give a value for 
d of ~12.2%.

So if the average wage was 100 then 
the net average wage would be 100 - 12.2 

- 4  =  83.8.

67% of 83.8 is 56.14.

But 56.14 is really only 64% of (100-
12.2) if the old formula was used.  By 
reducing the net income on which 67% 
was to be paid by the recommended 4% 
that was to be paid into a fund the Riester 
reform reduced the effective replacement 
rate being provided by the state pension.  
If a worker chose not to pay into a retire-
ment fund, the state pension that they 
would eventually achieve would only 
equal 64% of their pre-retirement net in-
come.  So the Riester reform had reduced 
the state pension by almost 10% from 
70% to 64% of pre-retirement income.

The Riester reform had 3 main objec-
tives:

1. Limit contribution rates to 20% 
of gross wages until 2020 and to 22% up 
to 2030.

2. Secure the rate at which pen-
sions replace pre-pension net average 
wage to 67% where the pre-pension wage 
includes a fictitious 4% pension fund de-
duction.

3. Encourage workers to put mon-
ey into pension funds to supplement their 
incomes in retirement.

The limit to the contribution rates and 
the 67% replacement rate became part of 
German law.  Failure to achieve these ob-
jectives would lead to government action.  
Indeed the government would be forced 
to take action by setting up the sustain-
ability commission in November 2002 
when it seemed that these two Riester 
objectives would not be met given the 
pace of demographic changes.

The 2003 Sustainability Commission 
reforms.

The Commission for Sustainability 
in Financing the German Social Insur-
ance System under Bert Rurup was es-
tablished in November 2002 and would 
report back in August 2003.

The Riester objectives of limits to 
contribution rates and a 67% replace-
ment rate could not be met in the face of 
demographic and economic conditions 
without further changes.

The commission would propose 
to remedy the situation with two main 
changes.  First the retirement aged would 
be increased from 65 to 67 years.  The 
second big change would be to link pen-
sion benefits to something called the de-
pendency ratio.

The increase in the pension age from 
65 to 67 would start in 2011 and end in 
2035.  Basically the pension age would 
increase by only 1 month per year prob-
ably in deference to the strong dislike of 
the Germans for this change.

The second big change would di-
rectly introduce the ratio of contributors 
to pensioners into the computation of the 
average pension.

The new pension formula looks com-
plicated.  For the curious here it is:

PVt = PVt-1(AGIt-2/AGIt-3) x [(1-δt-2- τt-

2)/ (1-δt-3-τt-3)] x ((1-(PQt-2/PQt-3)a +1)

PV is the pension, the t subscript is 
refers to the period.

So the formula tells us that the pen-
sion value in any time period, PVt, is 
equal to the pension value in the previ-
ous time period, PVt-1 multiplied by a 4 
other ratios.

AGIt-2/AGI/t-3 is the ratio of Income 
in the previous period to Income two pe-
riods ago.  

The interesting thing in this formula 
is the ratio PQt-2/PQt-3.  This is the ratio 
of pensioners to the sum of those who 
pay retirement insurance and the unem-
ployed and is referred to as the sustain-
ability factor in the literature because the 
adjustment effects of this factor allows 
the German pension system to sustain 
itself.

Most of the Rurup proposals were 
passed into law on March 31st 2004.  The 
shift in the retirement age was not legis-
lated as it was deeply unpopular.  Moreo-
ver since Rurup had proposed commenc-
ing the shift in the retirement age in 2011 
it was felt that no immediate legislation 
was required.  However two years later 
the government decided to go ahead and 
implement the change in retirement age 
though at a much faster pace than that 
recommended by Rurup.  The increase 
from 65 to 67 years would by complete 
by 2019.  This latest change was passed 
into law in the Spring of 2007.

So after some 15 years debate and 
legislation the German pension system 
has settled down.

The primary objective of giving 
a worker on average income a pen-
sion equal to 70 of that average income 
has been retained however it is being 
achieved in a somewhat different way to 
that envisaged in the 1972 consolidation 
of the German pension system.  We sum-
marize the changed system in the table 
below:
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Target replacement rate is 70% The political objective is that the net income of the average worker will replaced in 
retirement with a net pension equal to 70% of their pre-retirement net income.

Still largely a PayGo system 90% of the targeted 70% replacement rate will be met from the PayGo system

Funded system A funded system will provide some 10 % of the pension in retirement.  
So if a worker had an average income of 100 pre-retirement then in 
retirement they will have a net income of 70 of which 63 will come from 
the state PayGo pension and 7 will come from the funded system

Contribution rates may rise To achieve the 70% target in the face of demographic change the 
contribution may have to rise from 9.65% in 2010 to 11% in 2030.

Retirement rate will rise To achieve the 70% target in the face of demographic change 
The retirement rate will rise to 67 years by 2019

Pension calculation formula 
include sustainability factor

If demographic and labour market developments do not permit the targeted 
70% replacement rate this will be automatically captured in the sustainability 
factor that could permit an actual drop in real pension values.

References:

There is nothing new in this article.  
Much of the content has been summa-
rized from many more detailed articles 
available on the internet.  I would par-
ticularly recommend the following:

How an Unfunded Pension System 
looks like Defined Benefits but works 
like Defined Contributions:  The Ger-
man Pension Reform.  

2007 by A. Borsch-Supan, Annett 
Reil-Held, Christina B. Wilke.

h�p://mea.mpisoc.mpg.de/up-

loads/user_mea_discussionpapers/

qmdmtjwb7ovclry3_126-07.pdf

The German Pension System: Status 
Quo and Reform Options

2000-2002 by Bert Rürup, URL:  
http://www.nber.org/chapters/c10672

A “defecting” general, the Houla 
massacre, and more—so much of the 
news out of Syria seems pretty far from 
the truth. If you’re not asking questions 
yet, you should be.

Friday, we read in the New York 
Times and elsewhere about one of Syr-
ian President Bashar al-Assad’s most 
important supporters and allies having 
defected. The impression one gets is that 
Assad’s government is in a state of col-
lapse— and this gives credibility to those 
pushing for Assad to turn over power.

But what the media are not mention-
ing is that Brigadier General Manaf Tlass 
did not defect directly from the Assad 
inner circle. He had already fallen into 
disfavor early in the uprising and lost his 
command in May 2011—14 months ago. 
If you had that additional piece of infor-
mation, you would interpret the news 
reports in a totally different way.

When a piece of evidence that con-
tradicts the overall impression is absent 
from the reportage, the reportage itself is 
almost worthless.

As are reports of horrific events 

Everything They’re Telling 
Us About Syria….is False?

without adequate fact-checking and fol-
low-up. Remember the Houla massacre? 
Who carried that out?

Houla Whoops

The media told us that more than 100 
people, including women and children, 
were brutally slaughtered at close range 
in the village of Houla in late May. The 
bloodshed, reported around the world, 
was ascribed to a militia, the Shabiha, 
which is loyal to Assad. Here’s an exam-
ple, from the BBC website:

Survivors of the massacre in Syria’s 
Houla region have told the BBC of their 
shock and fear as regime forces entered 
their homes and killed their families….

Most witnesses who spoke to the 
BBC said they believed that the army and 
shabiha militiamen were responsible.

“We were in the house, they went in, 
the shabiha and security, they went in 
with Kalashnikovs and automatic rifles,” 
said survivor Rasha Abdul Razaq.

continued on page 12

by Russ Baker
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English Bricklaying: A Study in the Decline of the 
Working Class.

Over the last few months I have 
looked at problems in British vocational 
education and have suggested solutions 
that the trade union movement could 
promote. One of the most persistent of 
these problems is the poor quality of 
vocational education in general and the 
limited number of good quality appren-
ticeships in particular. There are many 
different reasons for this, but one of the 
most important is poor employer demand 
for high quality work. British employers, 
with some honourable exceptions, seem 
largely happy to produce low specifica-
tion and low quality products so long as 
they can get away with it. They do not 
have to train or educate their workers 
and they do not have to pay high wag-
es. Worse still, should they need highly 
qualified labour, the EU has obligingly 
supplied a Europe-wide labour marked 
to provide nearly all that they might need. 
Sometimes businesses or whole sectors 
are deliberately structured so that it is 
difficult, if not impossible, to provide 
vocational training, let alone apprentice-
ships within them. The widespread use 
of outsourcing and agency work is an 
example of this trend.

In the construction sector many of 
the large firms are virtual enterprises, 
standing at the top of a pyramid of sub-
contracting and sub-subcontracting. At 
the bottom of this pyramid is, all too 
often, the labour-only subcontractor who 
is little more than a day labourer who is 
not paid holiday or pension entitlements. 
This ‘capitalist entrepreneur’ is scarcely 
in a position to take on apprentices. Most 
aspiring construction workers, including 
bricklayers, go to a further education col-
lege to learn their trade. They tend to have 
very modest educational qualifications, 
typically 4 Ds at GCSE, less than was the 
case 20 years ago and their bricklaying 
qualification is at level 2 rather than level 
3 as was the case in the past. The level 2 
qualification enables them to carry out a 
narrow range of tasks under supervision. 
It provides them with little scope for in-
dependent and sustained action and there 

is a negligible theoretical or educational 
element to what they do. Worst of all, a 
college-based training scheme, because 
it does not involve significant industrial 
experience, makes them unattractive 
on the labour market, where employers 
expect ready adaptation to tough condi-
tions, demands of contracts, heights, bad 
weather etc.

On the other hand, should the Brit-
ish employer demand something more 
from his worker than routine craft work, 
there is the migrant EU worker ready to 
hand. If he is from northern Europe he 
is probably exceptionally well-qualified, 
able to work independently and in teams, 
able to check his work and to carry out a 
wide variety of different tasks. And he 
can often be employed quite cheaply. It 
should be obvious to the most dim-witted 
that the ready availability of such work-
ers in the British labour market is going 
to disadvantage young British people 
who would like to enter the construction 
industry. Yet there is a conspiracy of gov-
ernment, employers and trade unions to 
deny this. No doubt the trade unions do 
not like being painted as anti-immigrant 
workers. It is to their credit that they 
have not been clamouring for ‘British 
workers for British jobs’ like the hypo-
critical Gordon Brown and Ian Duncan-
Smith. However to pretend that there is 
no problem is just plain silly, even more 
so as they could make sensible and con-
structive demands without banging an 
anti-immigrant drum. 

It would be very simple to do this. 
The unions in the construction industry 
should insist that young British people be 
allowed the same chances to compete for 
work as their European colleagues. This 
means that they should be provided with 
vocational education and training of the 
same quality as that provided in Poland, 
France or Germany. British firms should 
be obliged to organise themselves so that 
there is a good supply of apprenticeships 

within the industry (about 13% of the 
workforce to be sustainable). This would 
mean the elimination of labour-only sub-
contracting, which would be a very good 
thing in itself. The unions would need 
to insist on a high quality curriculum 
which included a continuing educational 
element and a realistic apprenticeship 
wage scale. Ideally they would assert a 
right to oversee the quality of apprentice-
ships in partnership with employers and 
the qualification awarding bodies. There 
is already a levy-grant system operating 
in construction. They should ensure that 
it is used to fund a sufficient number of 
good quality apprenticeships. In order 
to protect apprentices they should insist 
on legislation that allows apprentices 
in firms that have gone bust to finish 
their qualifications elsewhere, as hap-
pens in Germany. More generally they 
should campaign for an extension of 
the levy-grant approach to smooth out 
employment during the business cycle 
in the construction industry.  Employers 
would not then insist on hiring European 
workers because they would have had to 
invest in British ones who were capable 
of high quality work and would have to 
retain them though bad times as well as 
good times. 

Would this mean that British con-
struction practice had to change? Prob-
ably yes, but that would be no bad thing. 
Having invested in a high quality work-
force they would need to put them to 
work using sophisticated techniques and 
technology. They would find that they 
had self-motivated workers capable of 
much more independent action than at 
present and they would probably be able 
to strip out one layer of management 
within the industry as independent and 
knowledgeable workers need less close 
supervision. They would be able to bet-
ter compete for contracts in Europe and 
elsewhere. It would mean that they would 
not be able to do what they currently feel 
very comfortable about doing but given 
the dire results for employment in Brit-
ain, that would be no bad thing. All this 

Christopher Winch
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could be achieved without even a hint of 
being anti-migrant labour.

The decline of English bricklaying is 
a case study of the hypocrisy and neglect 
of the political parties and business when 
it comes to caring about the welfare and 
future of young people. While prating 
about a ‘knowledge economy’ and bleat-
ing about the uneducated nature of the 
workforce they have taken good care to 
obstruct any attempt to improve voca-
tional education and have in fact hap-
pily presided over its decline over the 
last twenty to thirty years. For all their 
pretended concern about young people’s 
prospects, their actions show that, in the 
end they just DON’T CARE if their own 
perceived interests are threatened. The 
trade unions have let them get away with 
this for years. Is it surprising that young 
people do not think that trade unionism 
is relevant to them? If the trade unions 
campaigned on the problems faced by 
youngsters wanting vocational education, 

entering the labour market or improving 
their qualifications and levels of ability, 
they might be pleasantly surprised to 
find that young people would think of 
becoming trade unionists because the 
unions were doing something that they 
could identify with.

Britain and especially England stands 
out in Northern Europe for its abysmal 
record on vocational education in general 
and in the construction industry in par-
ticular. With the exception of some of the 
Mediterranean countries and those parts 
of Eastern Europe that trashed the voca-
tional education systems bequeathed to 
them by communist governments, Eng-
land stands out as a backward country, 
economically, socially and educationally. 
This is amply displayed by a study of 
bricklaying qualifications in eight Eu-
ropean countries which the chart below 
summarises. Six of the eight countries 
have a high quality vocational education 
for bricklaying. Italy is not so good either 
but even they have a high craft tradition 

which has been by and large preserved. 
The same cannot be said for Englan

Bricklaying qualifications in Eight 
European Countries.

Group Country Broad General/
Civic

Project School 
Based

Route

Dual Social Typical

3 Yes Yes Yes minimal Yes Yes 3+ High
3 Belgium Yes Yes Yes Yes Yes Yes 3 High
3 France Yes Yes Yes Minor Yes Yes 3 High
3 Yes Yes Yes Minor Yes Yes 3 High
3 Yes Yes 

level 3
Yes Yes Yes 2 High

2 Poland Yes Yes Yes Yes Minor Limited 3 High
1 England Narrow dominant Minor 2 Low
1 Italy Regional

variations

Limited 2 Low/

Those interested can access the full 
report through this link:

http://www.bricklayer-llp.eu/Ob-
jects/5/Files/Bricklaying_qualifications_
PDF%20final.pdf

from page 10

Later, a dribble of accounts cast 
doubt on this, since the people killed 
were, by and large, themselves support-
ers of Assad. But few heard about these. 
The BBC report did not say who Rasha 
was, or provide any evidence that she ac-
tually was there, or that if she was, she 
had any basis for saying that the killers 
were identifiable as to their affiliation. 
BBC quoted one other source, who did 
not provide a name.  Despite the thin-
ness of this material, the BBC story was 
picked up all over the world, and became 
perhaps the definitive account.

Hence, you probably were unaware 
of an article from the Frankfurter Allge-
meine-Zeitung, a traditional and serious 
German newspaper for whom I’ve writ-
ten in the past. It published a report a 
month ago from a correspondent who got 
eyewitness accounts from people who 
he says had visited the Houla area. The 
correspondent, Rainer Hermann, says 
that these eyewitnesses were Assad op-
ponents, yet discovered that government 
backers were not responsible for the mas-
sacre.

Hermann’s sources described the 
events as follows: anti-Assad rebels at-
tacked army roadblocks just outside 
Houla, which had been intended to 
protect villages, where the majority are 
members of Assad’s Alawi sect, from 
Sunni militias. The soldiers at the road-
blocks, overwhelmed, called for backup, 
which led to a 90-minute battle, in which 
both sides sustained extensive fatalities.

It was in this time frame that the uni-
dentified militias entered Houla.

As Hermann wrote June 7:

“According to eyewitness accounts…
those killed were almost exclusively from 
families belonging to Houla’s Alawi and 
Shia minorities. Over 90% of Houla’s 
population are Sunnis. Several dozen 
members of a family were slaughtered, 
which had converted from Sunni to Shia 
Islam. Members of the Shomaliya, an 
Alawi family, were also killed, as was 
the family of a Sunni member of the 
Syrian parliament who is regarded as a 
collaborator. Immediately following the 
massacre, the perpetrators are supposed 
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to have filmed their victims and then pre-
sented them as Sunni victims in videos 
posted on the internet.

…”Their findings contradict allega-
tions of the rebels, who had blamed the 
Shabiha militias which are close to the 
regime.”

Thus, Hermann seemingly was able 
to do something that most of the Western 
reporters have been unable to do: find 
opponents of Assad who nevertheless 
may be willing to provide accounts that 
do not serve their own interests.

Of course, we could do with more 
information on Hermann’s sources. How 
do we know they were really in Houla? 
How do we know they are really op-
ponents of Assad, not just pretending 
to be? Their story of inter-communal 
strikes makes more sense than the one 
that went around the world and turned 
so many people who had not been pay-
ing attention into supporters of toppling 
Assad. But nevertheless, everyone needs 
to provide more detail so we can try to 
ascertain what is true.

Almost all of the accounts in major 
news organization stories are character-
ized as being from the opposition, almost 
all portray everything as caused solely 
by the regime, and almost all add the dis-
claimer that the information “could not 
be independently verified.”

Talking Turkey

Though conventional journalism 
likes to advertise that it is “objective” 
and doesn’t take sides, I don’t recall hear-
ing much from the Syrian regime’s point 
of view, beyond general and unconvinc-
ing denials following reports of regime 
wrongdoing. One almost gets the impres-
sion that the Syrian government does not 
wish to be heard.

But that turns out not to be the case.

With Syria’s neighbor Turkey in-
creasingly the leading edge for NATO 
on toppling Assad, it’s interesting that 
a Turkish newspaper was willing to hear 
what the Syrian leader had to say:

In an interview with the Turkish 

daily Cumhuriyet, Bashar Assad went 
after Turkey’s Prime Minister Recep 
Tayyip Erdogan with an extraordinarily 
interesting critique. A version translated 
into English by the Syrian news agency, 
SANA, shows Assad  stressing his good-
will toward the Turkish people in the  
first part of the interview, then raising 
questions about the motives of the alli-
ance seeking to overthrow him:

Assad: …. Today, Erdogan is shed-
ding the tears of hypocrites for the 
Syrian people. Why hasn’t he cried for 
those killed in some Gulf countries, al-
though they are innocent, peaceful and 
unarmed? Why isn’t he speaking about 
democracy in some Gulf countries?

Journalist: Which country?

Assad: Qatar, for instance. Why 
didn’t he do anything after the Marmara 
ship incident except shouting? Why did 
he challenge Israel, and then suddenly 
agreed to deploy the missile shield in 
Turkey? Did he deploy it in order to pro-
tect Turkey from the attack of a hostile 
country? Did America build these bases 
in order to protect itself against this re-
gion? Which country in the region has 
the capability to threaten America? No 
country.

You don’t have to be a fan of As-
sad (and who is?) to find it worthwhile 
to read his comments.  Hearing, almost 
for the first time, from the other side in 
a conflict gives one a rush—reminds me 
of a rule we were taught in journalism 
school but which never seemed to come 
up again, except in the most superficial 
ways :To find out what is really going on, 
make a real effort to speak to both sides.

All Hillary, All the Time

While the Western media simply 
ignores statements from the Syrian es-
tablishment, it functions as the flip side 
of the Syrian government press agency, 
publishing a relentless stream of decla-
rations from the establishment trying to 
bring Assad down. For example, again 
from The Times, Hillary Clinton’s well-
covered remarks on Tlass:

Later at a news conference, Mrs. 

Clinton said that General Tlass’s reported 
defection and those of other senior mili-
tary officials had sent a powerful mes-
sage that Mr. Assad’s government was on 
its way out. She described General Tlass 
as “a very close and longtime ally” of Mr. 
Assad and his father.

So what you have is Hillary Clinton 
being willing to distort the Tlass devel-
opment, and the media only too happy to 
go along.

There’s a growing body of evidence/ 
that we Americans are being lied to by 
our government, with nary a peep from 
the people’s representatives in the press. 
That’s one development, sadly, that really 
is not news.

An English Affair In 
Toytown

They play the same old songs.
They march the same old march.
They wear the same old gongs.

The media reaction stiffens in starch.

An English nation steps back to where 
it once belonged, the others can only 
watch as the obsequious, the sycophan 
push servility up a notch.

The once mighty Royal Navy a thou-
sand matchsticks upon the Thames.

The manic jack that formerly ran wild 
upon the earth may fly again over some 
nation defiled as the Dunkirk spirit is 
dusted down in a retreat to Victoria.

The overwhelming white race stirred 
into euphoria, remembering when the 
sun never set and (the blood never 
dried).

They introduce their pups as the na-
tion’s pets, their bitch-mothers either 
dead, or banished  as the fallen bride.

 Wilson John Haire. 
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Froggy
News From Across The Channel

E.U. curbing bankers’ bonuses?

The Times 27 June 2012 (Bankers’ 
plea: don’t let EU curb our bonuses) 
notes that concerns in the City are grow-
ing over demands by M.E.P.s to limit the 
value of a bonus in the financial sector to 
the recipient’s base salary, as part of the 
Capital Requirements Directive.

Open Europe’s Mats Persson is quot-
ed saying, “There’s an element of special 
pleading from the City here, but clearly 
the very strict curbs on bonuses proposed 
by M.E.P.s would be pretty disastrous for 
attracting and keeping financial talent 
in the UK and Europe. As the Eurozone 
moves towards a banking union, battles 
over bank capital and bonuses could 
well intensify with the risk being that 
the Eurozone uses an inbuilt majority to 
outvote the UK and other non-Eurozone 
members.”

The City of London worries about 
what M.E.P.s are doing?  That is rather 
surprising.  M.E.P.s are not noted for do-
ing anything very significant.

Yet they have had some effect in the 
financial sector.  They have passed a law 
making naked short selling illegal (buy-
ing insurance to cover losses in shares 
you don’t actually own.  This sounds cra-
zy, but it isn’t.  Buying more insurance 
against the possible loss of a particular 
product (financial product, that is) drives 
up the price of that insurance, therefore 
the product is perceived as more unsafe, 
since it costs more to insure against it do-
ing badly.  Therefore the product is more 
likely to fail, and so you can cash in the 
insurance when its price falls.

This could be done with “products” 
that were in fact government bonds.  So 
you could speculate against a country, 
without even owning any of its bonds.  
This was done against Greece.

This has been stopped by the Euro-

pean Parliament from 1 December 2011.  
It was the first time that the European 
Union had managed to stop a way of 
speculating against sovereign debt (the 
debt owned by a State).  In the debate, 
Germany was for the new law, England 
against, France neutral.  The Frenchman 
Pascal Canfin led that law through the 
European Parliament.

Pascal Canfin was a negotiator on 
behalf of The Greens–European Free Al-
liance group of the European Parliament 
on several legislative texts:

• Directive for a European Finan-
cial Transaction Tax (still in process of 
being

      discussed);

    *    Regulation on Credit Rating 
Agencies (in process);

• Markets in Financial Instru-
ments Directive (MIFID) (in process);

• Directive on Market abuses (in 
process)

    *    Directive on Alternative Invest-
ment Fund Managers (AIFM);

    *    European Market Infrastruc-
ture Regulation.

In June 2010, led by Canfin, 22 
M.E.P.s of the Economic and Monetary 
Affairs Committee called for civil soci-
ety to create a non-governmental organi-
sation capable of developing a counter-
expertise on the activities of the main 
financial operators (banks, insurance 
companies, hedge funds etc.). The group 
was named Finance Watch.  About one 
hundred European MPs plus national and 
regional elected representatives within 
the European Union joined the call. A 
year later, in June 2011, Finance Watch 
was set up as a NGO.

Finance Watch

Pascal Canfin noted that in order to 
have the expertise to make comments 
and formulate proposals on finance, any 
NGO would have to be staffed by people 
who had professional experience of the 
banks, in the present or in the past.

Their staff have relevant experience 
from the financial industry; 3 are French, 
1 Dutch, 1 Belgian 1 British, (Greg Ford 
formerly of the FT), no Germans.

Its members include trade unions in-
cluding one British one, Unite/the Union, 
and unions of bank employees, .  

Its motto is “Making finance work 
for society.”

Here are some of their suggestions 
for “making finance work for society”:

1. To help stop speculation: regulate 
life insurance policies.  The customer is 
usually asked if they want to invest in 
government bonds or on the stock ex-
change.

But this choice is not a real choice, 
because the insurance firm is free 
to “lend” your money to any specula-
tor.  Short selling is “borrowing” shares, 
selling them and buying them again at a 
lower price.  The speculation depends on 
finding shares to borrow.

The new rule would be to include in 
all life insurance policies a clause that 
prevent your payments being used in that 
way.

2. Banks have licences.  Take away 
licences from banks that have not re-
moved their branches in tax havens with-
in so many years.  In 2009 French banks 
had 460 branches in tax havens.  Half the 
profits of Société Générale emanate from 
the tax haven Luxemburg.
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3. The state should authorise or not 
the commercialisation of new financial 
products, as you do medicines.  New fi-
nancial products should be tested, to pro-
tect the consumer.  Banks already have 

“risk assessment committees”, but they 
are either incompetent or under pressure 
to give the authorisation regardless.

4. Reform the statute of the Financial 
Market Authority, to include representa-
tives from civil society.

5. Regulate high frequency trading, 
e.g. Forbid Direct Electronic Access 
(DEA). Direct access to trading venues 
should be granted to members only. This 
would limit risks posed by ‘direct elec-
tronic access’ to market integrity: market 
disruption, non-compliance with market 
rules, credit risk, lack of view from the 
member on the trading activities of its 
DEA customer, lack of understanding 
from the member of the programming 
in the algorithms used by its DEA cus-
tomer.

Making finance comprehensible

This is one of the aims of Finance 
Watch.  They state that finance is use-
ful and necessary.  The fact that what it 
does is near incomprehensible, and get-
ting more so, removes any semblance 
of power from the public.  The public 
is also aware that politicians are almost 
equally powerless in the face of finance, 
and that diminishes what trust they may 
still have in the effectiveness of politics.  
A finance watch pressure group could 
go some way towards making finance 
more comprehensible, and help to define 
items of regulation that could be part of 
a political programme, alongside mini-
mum wage levels and rates of taxation.  
The boundary between predatory and 
productive activity is a fine one where 
finance is concerned, but it is necessary 
to be at least able to police it.

Shipping and Finance. Historically, the 
worm at the centre of English manufactur-
ing capitalism was there from the begin-
ning. Without going back to the pre-indus-
trialisation DNA of this particular worm, in 
terms of what became modern industrial 
Britain the central element which gave it an 
independent life was free trade. 

Finance capital is an essential compo-
nent of capitalism. It ‘oils the wheels’ of 
industry and facilitates the development of 
more extensive and sophisticated markets. 
In terms of the evolution of capitalism there 
is a symbiotic relationship between indus-
trial and financial capitalism with both 
components dependent on each other for 
survival. However, the peculiarities of Eng-
lish capitalism after the mid-19th century 
free trade reforms generated something of 
an imbalance between its industrial and 
financial components. What resulted was 
the continuing dependence of the industrial 
sector on the financial sector but, more sig-
nificantly, the freeing of the financial sector 
from a reliance on the domestic industrial 
sector. Like Frankenstein it developed the 
capacity to assume a life of its own. To un-
derstand how this happened we have to go 
back to the beginning.

As in most things we must look to 
Robert Peel as the harbinger of what Brit-
ain became. The repeal of the Corn Laws 
in 1846 was a victory of manufacturing 
over the landed interests and the final re-
peal of the Navigation Laws in the 1850s 
consolidated that victory. While the repeal 
of the Corn Laws ensured that the English 
poor and dispossessed required by factory 
capitalism could be sustained by access to 
cheap grain from the newly commandeered 
prairies of the United States and the peas-
ant producers of the Russian Ukraine, the 
repeal of the Navigation Acts ensured that 
the manufactured commodities resulting 
from the labour of these English poor and 
dispossessed could be more economically 
made in terms of the cheaper importation 
of the required raw materials and more ef-
ficiently exported in terms of the finished 
product. The direct outcome of these ac-
tions, besides driving down industrial 

Occasional notes for a history of 
British financial capitalism – 
Part 1.

labour costs and a significant reduction in 
the unit costs of getting commodities to 
markets, was to establish the basis for the 
evolution of an independent financial sector 
within the British economy.

The process of opening up of the Brit-
ish domestic food market to outside produc-
ers began in 1846 and culminated in 1849. 
However, the impact of this process was 
dramatic and almost instantaneous:

 “In 1846 the reduction of the high 
taxes on wheat, barley, rye, beans, oats, and 
Indian corn began the process of abandon-
ing the famous English Corn Laws, and by 
1849 all the  agricultural products of 
the United States were admitted duty-free 
into England. The export of corn from the 
United States rose from 840,000 bushels in 
1845 to 17,273,000 bushels in 1847, while the 
wheat-flour shipments rose from 1,195,000 
barrels to 4,383,000 barrels in the same 
years.” (American Shipping: its history and 
economic conditions, by Dr. Hans Keiler, 
Assistent am Staatswissenschaftlichen In-
stitut der Universitat Kiel. Vol. 14 of series  
Probleme der Weltwirtschaft: schriften des 
Instituts fur Seeverkehr und Weltsirschaft 
an der  Universitat Kiel. Herausgegeben 
von Prof. Dr. Bernhard Harms. Published 
Verlag von  Gustav Fischer, Jena, 
1913, p.61).

Not only did this have profound impli-
cations for the English landowners but it did 
two things to the labouring classes. Firstly, it 
reinforced their removal from the land (crop 
planting and harvesting, although seasonal, 
was a highly labour intensive activity and 
with such a volume of crop products now 
met by imports there was a corresponding 
reduction in the need for agrarian labour); 
and secondly, it provided cheaper food by 
which the newly landed disposessed could 
be sustained in the urban factories (thereby 
ensuring a reduction in the cost of their 
labour). However, on the non-productive 
front it also had profound implications for 
the logistics of transportation and distribu-

Eamon Dyas
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tion of this new import. These foodstuffs 
had to be landed at British ports and then 
distributed to the various markets through-
out the country. The method by which the 
latter was achieved need not concern us 
here beyond saying that the need to dis-
tribute these imports was undoubtedly a 
factor in the great railway frenzy which 
culminated in 1846 in Parliament passing 
272 Acts establishing new railway com-
panies with proposed routes totally 9,500 
miles of new railway track. The investment 
bubble which this represented burst shortly 
afterwards with significant losses to many 
investors (probably the first really serious 
investment bubble of modern capitalism). 
What was of more concern for the long-
term future of the English economy was 
the shipping required to get the foodstuffs 
from their distant source of supply to the 
English ports. 

If the importation of cheap foodstuffs 
was to be effective it could not be done 
while the Navigation Acts still had the force 
of law. These Acts which dated from the 
17th century with additional elements en-
acted in the 18th century, in part curtailed 
the freedom of foreign ships to trade with 
Britain and the Empire. Although by 1830 
English ships had lost most of their privi-
leges there remained some cumbersome 
restrictions which included the disbarring 
of British ship-owners from purchasing 
American-built wooden sailing vessels 
despite their more competitive price (also 
English ships retained exclusive rights to 
the coasting trade). Thus, in the aftermath 
of the reform of the Corn Laws the aboli-
tion of the Navigation Acts in 1849 was 
only a matter of logic. Although Lloyds 
continued to refuse to insure British own-
ers of American built ships and thus inhib-
ited the purchase of these vessels by British 
ship-owners, this prohibition was removed 
in the 1850s and resulted in an increase 
in the British mercantile fleet. Thus, there 
emerged a dramatic rise in the number of 
British and foreign, particularly American, 
ships trading with British ports.

The repeal of the Corn Laws in 1846-49 
was restricted to field crops but by 1900 the 
trade in imported foodstuffs included food 
in its wider context and this had become 
the biggest single component of British 
imports.

 “Since the adoption of the free-
trade policy the English people has been 

freed from dependence on the home supply 
of food and has supplied its necessities by 
purchases  abroad. Among the im-
ports, therefore, we find that the largest 
item is that of foodstuffs,  which has 
grown rapidly both in its absolute value 
and in its proportion of the total imports.  
In contrast with the medieval period, when 
only luxuries like wines and spices could 
pay for their transportation, we find now 
the great food staples flowing to English 
from countries  thousands of miles dis-
tant. Improvements in transportation due 
especially to the use of steam, have enabled 
bulky cargoes to pay for their passage, and 
the weight of the imports in tons has in-
creased much more rapidly then their value. 
Improved means of transportation  and 
preservation have moreover enabled the 
English to import perishable articles like 
meat,  fruits, and vegetables, and dairy 
products; and the imports of these wares 
have increased from ten to twenty fold in 
weight.” (A History of Commerce, by Clive 
Day. Pub.  Longmans. Green & Co, 
New York, 1914 edn., p.376)

The fact that Britain came to rely so 
heavily upon food imports had significant 
implications in the way its capitalism devel-
oped. The reason for this is that foodstuffs 
in the 19th century constituted the ideal 
breeding ground for the emergence of that 
well-known financial organism of specula-
tive capitalism - the trade in “Futures”.

“A merchant who has bought wheat or 
cotton in America, for sale in the Liverpool 
market, sells immediately an equal quan-
tity for future delivery, at a time when he 
expects to have his ware ready for sale in 
England. It makes no difference to him then 
whether the general price of his ware goes 
up or down. If prices go up he will have to 
pay more to ‘cover’ his sale of futures, but 
he will also get more for his real ware. If 
prices go down he may not be able to get 
as much for his real wheat or cotton as he 
expected, possibly not as much as he paid 
for it; but he will make up just the differ-
ence, by the low price at which he can cover. 
He renounces all chance of great gains, but 
also secures himself against great loss, and 
is glad to pay the speculator’s commission 
to attain this result. He makes profit by the 
differences in the price of wheat or cot-
ton not at different times, but in different 
places; . . .  In a manner similar to this many 
manufacturers (millers or cotton manufac-
turers) protect themselves agains variations 

in the price of their raw material.” (ibid. 
pp.333-335)

Although trade in “Futures” also began 
to emerge in other commercial centres no-
tably Havre and Hamburg in the 1880s the 
scale of food and other raw materials im-
ports into Britain ensured that this instru-
ment assumed a unique level of sophistica-
tion and importance to the British economy 
at the time. But this was only one element 
that the repeal of the Corn Laws contrib-
uted to the growing importance of financial 
capitalism to the British economy.

As already mentioned, the other event 
triggered by the repeal of the Corn Laws 
was its impact upon the shipping industry. 
With the growth in marine based trading 
there was a commensurate growth in fi-
nancial products like insurance. Although 
insurance products were not unique to 
Britain, or indeed to the 19th century, the 
extent to which British maritime trading 
increased in the second half of the 19th 
century ensured that it was in Britain that 
marine insurance assumed a scale and im-
portance to the wider economy than was 
the case anywhere else. Again, while what 
happened with marine insurance was also 
reflected in the wider world of domestic 
insurance, the fact that marine insurance 
related to inward-bound goods travelling 
from outside sources and outward-bound 
goods to outside markets stimulated the 
development of financial products designed 
not so much for the domestic economy as 
for international trade.

Within a few years of the advent of 
the repeal of the Corn Laws England had 
become the leading nation in the trans-
portation of the world’s trade and by 1900 
continued to occupy that position. This su-
premacy was not measured by number of 
ships as by 1900 the number of ships flying 
the British flag had decreased. However, 
the critical statistic was not the number of 
ships but the carrying capacity of the mer-
cantile fleet and this had grown over sev-
enfold in the intervening fifty years. The 
British mercantile fleet in 1900 remained 
the largest in number but it also consisted 
of a much higher proportion of larger ships 
capable of carrying larger cargoes. This, 
combined with the replacement of sail by 
steam meant that the improved velocity of 
cargo transit between ports ensured that the 
volume of cargo tonnage in transit (and con-
sequently in need of insurance and bound 
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up with other financial products such as the 
trade in futures) reached proportions un-
imagined in 1850. In 1855 the total foreign 
trade (imports and exports), excluding bul-
lion (which distorts the figures), was just 
over £260,000,000. By 1912, the figure had 
grown to nearly £1,232,000,000. Although 
this growth in value is partly explained in 
terms of the increased prices of the cargoes 
carried, the figures for tonnage in transit 
display an equally dramatic growth. During 
the same period, the tonnage of cargo, both 
British and foreign, entering and leaving 
the ports of the United Kingdom increased 
from 18,500,000 to nearly 139,000,000 
each year. A good proportion of this was 
carried by the English merchant marine. In 
1850 the English merchant marine carried 
around half of the foreign commerce of 
the country. By 1912 this was nearly 60%. 
However, in the intervening period the 
balance had been even more in British fa-
vour. In 1870 the English merchant marine 
carried 79% of English commerce and re-
mained roughly at that scale until the end of 
the 1890s and by 1900 it was around 75%. 
The period from 1900 to 1912 saw a relative 
decline of the percentage carried by British 
ships to around the 60% mark. The reason 
for this being the increase of foreign fleets 
and their adoption of steam, notably fleets 
from the Scandinavian countries and most 
of all Germany.

 “During the last twenty years, how-
ever, the foreigner has steadily increased 
his holding of  steam tonnage, and 
the steamers flying the flag of Scandina-
vian countries and Germany  have 
entered our ports in ever-increasing num-
bers. Nor is this due to their taking busi-
ness from English bottoms, for to a great 
extent this increasing foreign tonnage is 
connected with  new trades. Taking the 
year 1870, when the tonnage belonging to 
the United Kingdom made up 79 per cent 
of the shipping visiting United Kingdom 
ports, the figure was just over  
16,200,000 tons as against 4,190,000 tons 
of foreign shipping: between 1870 and 1911 
the British figure had increased no less 
than 65,000,000 tons as against the foreign 
increase of 50,500,000 tons.” (British Ship-
ping: its history, organisation and impor-
tance, by Adam W. Kirkaldy, Professor of 
Finance at the University of Birmingham. 
Published by Kegan Paul, Trench, Turner 
& Co., Ltd. London and New York, 1914, 
p.338). [Written in May 1914]

Looked at another way, by 1911, al-
though traffic in tonnage visiting British 
ports was continuing to increase, British 
ships were taking an ever decreasing per-
centage of that increase. Britain’s share 
being 65,000,000 tons as against foreign, 
and particularly German, merchant fleets 
taking 50,500,000 tons of the increase 
between 1870 and 1911. Consequently, al-
though the wider picture for British ship-
ping was healthier than the figures suggest 
(20% of the British mercantile fleet rarely, if 
ever, visited British ports as it was utilised 
in the foreign trade plying between foreign 
ports which resulted in their carrying ton-
nage not being included in these statistics) 
it was not just German industry and Ger-
man commerce that was showing signs of 
threatening Britain’s position as the world’s 
leading trading nation, but the growing evi-
dence that the German mercantile fleet was 
capable, before long, of usurping Britain as 
the main carrier of world trade. Given the 
ongoing relationship of the City of London 
financiers to shipping, the growth in rela-
tive importance of the German maritime 
fleet became yet another element which fed 
the belief among the Liberal imperialists 
that Britain must go to war with Germany 
before any of this happened. 

Consequent upon this growth was 
the increase in pressure to modernise the 
system of marine insurance. The world of 
shipping at the beginning of the 19th cen-
tury was a completely different one to the 
world of fifty years previous with different 
requirements in terms of proper precepts 
and codes relating to the operation of insur-
ance products.

 “The English law of Marine In-
surance, as it now is, may be said to have 
been created by  Lord Mansfield, who 
became Chief Justice of the King’s Bench 
in 1756. He made use of all  the Continen-
tal ordinances and codes extant in his day, 
accepting his legal principles largely from 
them. The customs and practices of trade he 
learned from mercantile special jurors, who 
in the course of time became experts in Ma-
rine Insurance matters. Until 1906, howev-
er, there was neither code nor ordinance to 
refer to, for though in 1894 Lord Herschell 
had introduced his Marine Insurance Bill 
in which he endeavoured ‘to reproduce as 
exactly as possible the existing law relat-
ing to marine insurance,’ and though after 
Lord Herschell’s death, Lord Chancellor 
Halsbury had taken up the Bill and intro-

duced it to the House of Lords in 1899 and 
again in 1900, it was always blocked in the 
House of Commons, until  1906, when it 
was taken up by Lord Chancellor Loreburn 
in conjunction with Lord Halsbury. This 
Act ‘to codify the law relating to Marine 
Insurance’ known by its short title  as 
the Marine Insurance Act, 1906, was finally 
passed by both Houses and became law on 
January 1, 1907.” (British Mercantile Ship-
ping, by Clement Jones. Published by Ed-
ward Arnold, London, 1922, pp.241-242).

Besides codifying and rationalising 
(as far as possible as marine insurance is 
a highly complicated financial product) 
the new Act dealt with the growing use of 
re-insurance which had risen to new lev-
els between 1850 and 1900. In the course 
of dealing with this financial product the 
Act pointed to the advantages it offered the 
agent undertaking the insurance:

 “The advantage of these treaties 
(treaties of reinsurance - ED) is, of course, 
that by  spreading the risks over a wider 
area,, a much smaller interest is obtain-
able in a larger  number of risks which, 
on the law of averages is much more likely 
to result in a net  profit.” (British Mercan-
tile Shipping, by Clement Jones. Published 
by Edward Arnold,  London, 1922, 
p.244-245).

Thus, in the 50 years after the repeal 
of the Corn Laws the financial turbulence 
which it unleashed had resettled in a way 
which established new levels and condi-
tions of trading and showed evidence of 
the emergence of an independent financial 
sector. Although the relationship between 
the financial products now emerging in 
their modern format continued to have a 
relationship with a tangible economy the 
distance between these financial products 
and real products was expanding in ways 
in which the financial sector was finding its 
main relationship with real produces out-
side the British economy. Also, the oppor-
tunity for trade within and between finan-
cial products was becoming more apparent. 
It was the emergence of trading in “Futures” 
and the advent of new levels of insurance 
products and the growing incidence of risk 
spreading at the beginning of the 20th cen-
tury that generated the antediluvian soup 
from which the modern system of financial 
capitalism was to emerge.

19th century English Banking and 
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Credit. During the period in question the 
general understanding is that the banking 
system operated to what is known as the 
gold standard. However, the circumstances 
under which the modern Bank of England 
and English banking system was estab-
lished enable us to say that the reality was 
somewhat different. The circumstances by 
which it was established was designed to 
retain within itself enough flexibility to en-
sure that the London money market could 
meet the requirements of the economy in 
terms of international trade while the rest 
of the country’s banking system continued 
to provide the necessary financial underpin-
ning of its manufacturing and commercial 
needs. This had nothing to do with the abil-
ity of Robert Peel to foresee the future in 
terms of international finance but was more 
a necessity of having an empire beyond its 
borders with which the country was devel-
oping an increasing trade. The fact that the 
structures and tools that emerged as a re-
sult provided the basis for London’s contin-
ued importance as an international centre 
for finance was historically fortuitous but 
had nothing to do with the original intent. 
Nonetheless, the purpose for which the 
modern English banking system was estab-
lished was based on the perception of the 
two types of financial requirements, one 
domestic and the other international.

During the 19th century, besides the 
Bank of England, various local English 
country banks as well as Irish and Scottish 
banks, had a license to issue bank notes. 
However, they were only permitted to issue 
loans or bank notes in direct proportion to 
the amount of gold or other securities they 
held in their coffers. This requirement was 
based on the premise that anyone who pre-
sented a note to a bank was entitled to be 
given the worth of that note in gold if so 
requested. Through the imposition of such 
arrangements the amount of currency in 
circulation was restricted by the ability of 
banks to retain a proportionate amount of 
gold or other securities in their vaults to the 
value of the loans or notes issued. When 
Peel established the modern banking sys-
tem through the Bank Act of 1844 he did 
so with the intention of imposing a strict 
observance of such rules. Under the terms 
of that Act, as far as the country banks were 
concerned:

 “Peel limited their issue to their 
average amounts at the date of his Acts, 
and prohibited new country banks from 

issuing at all. But he took no steps to se-
cure evidence of their solvency,  in-
sisted on no independent audit of their as-
sets and liabilities. The fact is, the country  
bankers were the social and political des-
pots of the small boroughs, and in Peel’s day 
these small boroughs were the supporters 
of his party. To have affronted the country 
bankers, to have exacted pledges of integ-
rity from them, would have been to imperil 
the maintenance of Conservative principles 
among those who aided the party at West-
minster.” (The Economic Interpretation of 
History: lectures delivered in Worcester 
College Hall, Oxford, 1887-8, by James 
E. Thorold Rogers, professor of political 
economy in the University of Oxford,  
Published G.P. Putnam’s Sons, London and 
New York,1888, pp.225-226).

Thorold Rogers was an economist and 
friend of the main exponent of free trade, 
Richard Cobden, and was himself an ac-
tive advocate if the cause. Cobden, in the 
debate on the repeal of the Corn Laws in 
1846 had pointed out that “Four fifths of the 
Conservatives from the towns in the north 
of England were followers of Sir Robert 
Peel and not of the Protectionist Dukes. 
They had been for Free Trade all along, but 
they had confidence in the Minister, that he 
would do what was necessary at the proper 
time.” (The Life of Richard Cobden, by 
John Morley. Published Roberts Brothers, 
Boston, 1881, p.239). Thus, many of the 
existing county banks which were in exist-
ence at the time of Peel’s 1844 Bank Act 
were located in the free trade supporting 
towns of the growing manufacturing areas 
of the north. These were the banks which 
continued to possess note-issuing licences 
but which were not required to provide 

“evidence of their solvency”, and “no inde-
pendent audit of their assets and liabilities.” 
On the other hand, their right to issue notes 
was limited to their average appertaining at 
the time of the Act. With regards the Bank 
of England, under the terms of the Act:

 “It was recognised that the Bank 
[of England] was semi-public, but it was 
held that it had no freedom of issue, though 
it had perfect liberty as regards deposit 
banking. The first was carried on for the 
benefit of the country. Deposit banking was 
an elastic source of profit. Hence the two 
departments were quite separate.

The issue department was allowed to 
issue notes, based on credit, up to 14 mil-

lions, and to any further amount provided 
the new notes were exactly covered by gold 
in the reserve. When any other bank lost its 
issue, the Bank obtained two-thirds of the 
lapsed amount; at the same time, no new 
banks of issue were to be formed in any 
part of England.

 The banking department was 
given absolute freedom, and still acted as 
banker for the  Government, but, on the 
other hand, it could not apply for help to 
the issue department. It had to rely on its 
own reserve. This amount was given in the 
weekly return, and decided the fate of the 
moneyed interests of the country.

 Although the reserve account was 
published, there was no law to say what its 
amount should  be. Fortunately, Bank 
directors were cautious men, and in ordi-
nary times were governed by customary 
rules.” (Economic History of England, by 
M. Briggs. Published by University Tuto-
rial Press Ltd., London, 1914, pp.313-314).
Overall, the impression is given that the 
1844 Act, through the application of a freeze 
on the quantity of notes permitted to be is-
sued by the country banks and tying the 
note issuing ability of the Bank of England 
to the mount of gold or other securities in 
its coffers, a stranglehold had been placed 
on the amount of currency circulating in 
the English economy. Given the dramatic 
expansion in trade two years after the re-
peal of the Corn Laws it was obvious that 
something would have to give. It didn’t take 
long.

 “The expedient, as a means of 
checking what Peel deprecated, failed. 
Within a year or two after his Act, he had to 
authorise an excess of issue on the authority 
of the Administration, and get a bill of in-
demnity for his action. This has happened 
since, time and again, and the periodical 
suspension of a law seems to me to be the 
most serious criticism which can be brought 
against its efficacy. Of course the ingenuity 
of finance can always baffle the most  per-
emptory enactments, and in spite of Peel’s 
Act, perhaps in consequence of it, the devel-
opment of the system of paper substitutes 
has been rapid and remarkable.” (Thorold 
Rogers, op cit, p.225).This growth in trade 
which was both the result and cause of ac-
cess to currency was impossible to forestall. 
If currency was not directly available other 
means of completing trading transactions 
were resorted to - the “paper substitutes” 
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referred to by Thorold Rogers. The extent 
to which the circulation restriction was cir-
cumvented is given in an essay on the “De-
velopment of British Banking” published 
anonymously in a book in 1903:

 “. . . so well established is credit 
that the cheque is steadily supplanting other 
and older modes of defraying debts. Just as, 
from the time when banking became an ad-
mitted factor in the commercial life of the 
country, the bank note tended to supersede 
the use of coined money; just as the Bank 
of England note, endowed with the unique 
characteristic of ‘legal ender,’ousted the or-
dinary bank note which had behind it only 
the credit of the issuer - a quality the worth 
of which could not be readily ascertained 
when banks did not publish  balance-sheets 
- so now the cheque is, for home transac-
tions, gradually taking the place of  the 
Bank of England note.

A few figures will serve to substantiate 
this assertion. The average amount of notes 
in circulation at any one time in the United 
Kingdom, including not only Bank of Eng-
land notes but the notes of Scotch and Irish 
banks and the few remaining English coun-
try notes which still retain the right of issue, 
varies from 44 to 46 millions sterling. As 
long ago as 1856 the circulation reached 
from 36 to 39 millions, so that in 46 years 
the increase has been about 8 millions. Turn 
now to cheques. At present time the amount 
paid yearly through the Bankers’ Clearing 
House amounts roughly to ten thousand 
millions of pounds. But all cheques do not 
pass through the London Clearing. There 
are eight provincial clearing houses, which 
manipulate large numbers of cheques. 
Again, cheques drawn on the Bank of 
England, or settled between accounts of 
the same bank, or various branches of one 
bank, or the various banks of one town, or 
paid over the counter, must be allowed for, 
as well as all Scotch and Irish cheques. Ex-
act figures cannot be obtained, but in the 
opinion of those best qualified to judge the 
amount of cheques paid outside the London 
Clearing is not less that the amount passed 
through the House. Thus the cheques paid 
in the United Kingdom reach twenty thou-
sand millions of pounds a year. Expressing 
this stupendous total as a daily average, and 
purposely eliminating all special days, such 
as Stock Exchange Settlement, etc., we find 
that ordinary business transactions to the 
extent of £52,000,000 are settled daily  
in the United Kingdom. In 1868 the corre-

sponding total was £19,000,000. In a word, 
in 46  years the bank note circulation 
has increased 22.3%; in 34 years the cheque 
circulation has increased 173.4%.” (British 
Industries under Free Trade: essays by ex-
perts, edited by  Harold Cox. Published 
by T. Fisher Unwin, London, 1903, pp.92-
93).

The use of the cheque as money substi-
tute did not develop to the same extent in 
any other country. For instance, at the be-
ginning of the 20th century it continued to 
be the practice of the Bank of France for its 
authorised representatives to be despatched 
every week to the other major banks to 
collect in notes and coin the debts due to 
their respective establishments. Also, an 
illustration of the failure of the cheque to 
command the same trust in Germany as 
it long had in England is provided by the 
fact that at least up to the first decade of the 
20th century, all mortgages were due to be 
paid on 1 October each year and payment 
was only accepted in notes and coin (on 3 
September 1903 the Bank of England was 
compelled to increase its rate of discount 
from 3% to 4% as a result of a run on its re-
serve by a number of German banks eager 
to meet this requirement by their customers 
when the Imperial Bank, for some reason, 
refused to provide the required volume of 
gold). In no other country had the use of 
cheques developed both in terms of usage 
and sophistication as it had in England in 
the latter part of the 19th century.

Of course the cheque was a “paper sub-
stitute” instrument that for the most part 
emerged from within the domestic econo-
my and by the end of the 19th century not 
only had it become a more popular medium 
for business tractions than bank notes but 
to a considerable extent it had superseded 
the domestic use of Bills of Exchange. 
However, Bills of Exchange continued to 
be the chief means by which transactions of 
international finance and commerce were 
conducted. But during the 19th century the 
international Bill of Exchange was devel-
oped into a more sophisticated instrument 
of financial transaction and this was only 
possible because they were backed by the 
London Money Market:

 These bills of London constitute 
the chief agency by which international 
trade is carried on. Remember that a bill 
on London gives an indefeasible title to the 
holder to obtain gold in London; and Lon-

don is the chief market for gold in the world. 
A bill on Paris may, so far asthe credit of the 
parties to it is concerned, be as well authen-
ticated as a bill on London, but if the holder 
wants by means of it to obtain gold in Paris 
for export abroad, he finds that he will have 
to pay the Bank of France a premium for 
such gold. If, again, a merchant has a bill 
on Berlin, and wishes to convert it into gold 
for export, he finds himself confronted by 
difficulties. His proposal is not liked, and 
he is given to understand that his applica-
tion, even if agreed to, must not be repeated. 
In London there are no such obstacles. The 
bill when paid passes to his credit. He 
draws bank notes, and each note is an irre-
fragable promise to pay so  many ounces 
of gold of a given weight and fineness. In 
consequence every foreign banker  holds 
bills on London as his favourite investment. 
They constitute, in fact, an international  
currency.” (ibid, pp.95-96).

Such was the expansion in the use of 
the Bills of Exchange and the Bills of Lon-
don that there grew up a profession of men 
who dealt and specialised in such financial 
instruments. He was known as the Bill Bro-
ker.

“The bill-broker buys his bill from the 
merchant and resells it, or borrows on it 
from the  banker. Thus the latter is aided by 
the interposition between himself and the 
acceptor of the  credit of the broker, 
while the merchant, taking advantage of 
the competition of the brokers, is enabled 
to sell his bill at the finest rate.It is not too 
much to say that the gradual development 
of the bill-broker in the London Market 
during the last half century is a convincing 
proof of the success with which the market 
has adapted itself to the necessities of a 
world-wide commerce. The bill-broker is 
an exclusively British institution. Abroad, 
the merchant must discount with the banker 
or not at  all, and so loses the advantage 
which the competition of the London bill-
brokers secures to  the holder of a good bill.” 
(ibid, pp.97-98).

Thus, we have by the end of the nine-
teenth century the development of Brit-
ish finance capitalism which is no longer 
directly linked to the domestic economy 
and capable of making money from money 
which may have a genesis in actual tangi-
ble products elsewhere but not necessarily 
within the domestic economy. (To be con-
tinued).
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Parliament 
Dick BarryNotes

Self-Determination?

On 12 June the Falkland Islands Government announced its 
intention to hold a referendum on the political status of the Falk-
lands. Speaking on behalf of the Falkland Islands Government, 
Gavin Short, Chairman of the Legislative Assembly, said: “I have 
no doubt that the people of the Falklands wish for the Islands to re-
main a self-governing Overseas Territory of the United Kingdom. 
We certainly have no desire to be ruled by the Government in Bue-
nos Aires, a fact that is immediately obvious to anyone who has 
visited the Islands and heard our views. But we are aware that not 
everyone is able to come to these beautiful Islands and to see this 
reality for themselves. And the Argentine Government deploys 
misleading rhetoric that wrongly implies that we have no strong 
views or even that we are being held hostage by the UK military. 
This is simply absurd.”

“We have thought carefully about how to convey a strong mes-
sage to the outside world that expresses the views of the Falklands 
people in a clear, democratic and incontestable way. So we have 
decided, with the full support of the British Government, to hold 
a referendum on the Falkland Islands to eliminate any doubt about 
our wishes. This referendum will be organised by the Falkland 
Islands Government and will take place in the fi rst half of 2013. 
We will invite independent international observers to observe the 
process and verify its outcome. Exact timings, the specifi c wording 
of the question, and other details will be announced in the coming 
weeks. We are holding this referendum not because we have any 
doubts about who we are and what future we want, but to show the 
world just how very certain we are about that.”

The following day David Liddington, the Minister for Europe 
(!), reported the referendum news to the House of Commons. MPs 
from all sides were unanimous in their view that the Falklands 
were British and supported the forthcoming referendum. Lid-
dington told MPs that, “For our part, the British Government will 
continue to offer unequivocal support to the islanders by maintain-
ing a defensive military posture on the islands, just as we did 30 
years ago.” Speaking for Labour, John Spellar echoed Liddington’s 
sentiments when he said, “Today we also need to send a clear mes-
sage of reassurance to the Falkland Islanders, and a warning to the 
Argentine authorities that our resolve in support of the Falkland 
Islands remains as fi rm as it was 30 years ago. Then we faced an 
unprincipled and cowardly attack by the vicious Argentine mili-
tary junta, an action that ultimately and fortunately led to the end 
of that regime.”

But all is not what it seems. Liddington and Spellar have con-
veniently forgotten, or are ignorant of, the role played by Nicholas 
Ridley two years before the 1982 invasion. Ridley’s action had the 

support of Prime Minister Thatcher. In 1980 Ridley entered into 
secret negotiations with his Argentinian counterpart to see if they 
could come to a compromise that would please both sides. The 
compromise was a ‘leaseback’ where the islands would be given 
to Argentina and then leased back by Britain for a 99 year period. 
Although the negotiations fi zzled out the idea of a leaseback  was 
strongly opposed by the Falkland Islanders. Thatcher clearly in-
tended to ignore their opposition. A year later following severe 
budget cutbacks Britain began a slow process of demilitarisation 
in its colonial possessions in the South Atlantic. And this, together 
with the adoption of the British Nationality Bill which prevented 
Falkland Islanders without at least one British-born grandparent 
from being allowed into Britain, persuaded Argentina that Brit-
ain’s commitment to the Islands was weakening. 

The 1982 invasion came to the rescue of Thatcher and the Con-
servative Government. Tory Backbencher James Gray asked Lid-
dington, “Will my right hon. Friend remember something without 
which the Falkland Islands would not have been liberated - the 
steely determination and, at a time when the Conservative party 
was languishing at 16% in the polls, the sheer political guts of my 
right hon. Friend Baroness Thatcher? But it was political expedi-
ency that drove Thatcher to send a military force to the Falklands. 
Admittedly, she had consistently publicly supported the right of the 
Islanders to remain British, but her’s and Ridley’s action in 1980 
revealed them to be political  opportunists. Currently, the cost of 
retaining a military force on the Falkland Islands is about 0.5% of 
Britain’s defence budget, (about £190 million), but the discovery 
of oil off the Islands may help to offset that cost to the British tax-
payer. Liddington said as much when he told MPs that the revenues 
from any successful oil and gas development will accrue to the 
Falkland Islands Government and added that “they have voluntar-
ily said that they would want to share some of that revenue with 
the United Kingdom to offset the cost of our defence expenditure 
towards the islands.” 

Three days after the announcement of the referendum, Roger 
Edwards, a member of the Falkland Islands legislative assembly 
said that Argentina’s claim was based on “myth and rumour.” Ed-
wards was member of a committee from the Falkland Islands that 
addressed Argentinian president Cristina Kirchner at a meeting 
held at the UN. Edwards also told the Daily Telegraph that “All 
nations of the world have the right to determine their own future.” 
The Falkland Islands is not a nation, but its protector is. Perhaps 
the British taxpayer should also have a say in whether it wants to 
continue to support a group of islands 7,000 miles away. But as 
the people of the Falkland Islands may become totally fi nancially 
independent, they ought to do the right thing and become politi-
cally independent. 
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While Edwards was telling Cristina 
Kirchner that Argentina’s claim was based 
on myth and rumour, David Cameron was 
speaking at a Falkland Islands Govern-
ment reception in London. Cameron told 
the gathering that, “Our resolve to support 
the Falkland Islands has not wavered in the 
last thirty years and it will not in the years 
ahead. For the last 180 years, ten genera-
tions have strived hard to secure a prosper-
ous future for their children. And despite 
the aggressive threats from over the water, 
they are succeeding. The Falkland Islands 
economy is growing, the fishing industry 
is thriving and tourism is flourishing. Next 
year’s referendum will establish the defini-
tive choice of the Falkland Islanders once 
and for all. And just as we have stood up 
for the Falkland Islanders in the past, so we 
will in the future.”

Standing up for the Falkland Islanders 
against Argentina is one thing. Standing 
up for the people of the Chagos Islands 
against the United States is quite another. 
Cameron publicly proclaims the right of 
self-determination for the Falkland Is-
landers but is silent about the right of the 
Chagossians. The people of Diego Garcia 
were thrown off their island in the mid 60s 
to make way for a US military base. Unless 
Cameron and all those MPs who parrot the 
right of self determination for the people 
of the Falklands, support publicly the same 
right for the people of the Chagos Islands, 
they are nothing less than hypocrites.

The Miracle Worker

HM’s handshake with Martin McGuin-
ness in Enniskillen on 27 June prompted 
predictable headlines by the tabloid press. 
The next day’s edition of the SUN pub-
lished the ‘historic’ photograph with the 
headline, “We don’t blame you for wear-
ing gloves Ma’am.” And the Daily Express 
commented “The Queen shakes hands but 
will never forget IRA terror” Most of the 
press referred to McGuinness as either a 
former IRA commander or ex-IRA leader 
and wrote of the IRA atrocities when 
McGuinness was actively involved. No 
newspaper described HM as Commander-
in-Chief of the British Armed Forces or 
mentioned the numerous murders carried 
out by the British army, alone or with the 
assistance of the Ulster Defence Regiment. 
The British press often refer to the British 
military as defending or fighting for Queen 

and country. So it is acting on behalf of the 
Queen.

A week before HM’s visit there was 
a Commons debate (21 June) on the Brit-
ish-Irish Parliamentary Assembly (BIPA). 
In his opening remarks Tory backbencher 
Laurence Robertson described the back-
ground to and the work of BIPA. “BIPA,” 
he said, “was started in 1990 as the British-
Irish Inter Parliamentary Body to foster a 
common understanding between the bod-
ies represented on it. It has 68 members, in-
cluding 25 from both houses of the UK Par-
liament, 25 from both Houses of the Irish 
Parliament, 15 from the United Kingdom’s 
devolved institutions, and one member 
from each of the Isle of Man, Jersey and 
Guernsey, so a wide area is well represent-
ed. A parallel body at ministerial level, the 
British Irish Council, was set up in 1998, 
and at this stage it is appropriate for me to 
say that BIPA seeks closer links with that 
body. BIPA holds two plenary sessions a 
year, one in the UK and one in Ireland. The 
44th plenary session was held in Dublin 
between 13 and 15 May, and, not for the 
first time, it was attended by the Taioseach. 
In addition, all members present were wel-
comed to the President’s official residence 
at Phoenix park by Mr Michael D. Higgins, 
the President of Ireland.”

This is all very interesting, but  it seems 
that BIPA is simply a forum for discussion 
between political representatives, which is 
probably just as well. If it had the power 
to do anything, there may be cause for 
concern. During the debate Labour’s Paul 
Murphy, a former Northern Ireland Secre-
tary, referred to the possible withdrawal of 
RTE services from the UK. He had to be 
reminded that such a decision was for RTE 
to make and BIPA could in no way affect 
that. Murphy probably knew this but raised 
the matter as he believed it would appeal 
to his Irish constituents. Other members 
raised issues beyond the remit of BIPA, 
which rather proves the point that BIPA is 
a nice idea but totally ineffective as a po-
litical body.

To many MPs, HM borders on saint-
hood; a Mother Teresa with a crown and 
a castle. Labour backbencher John Robert-
son came close to saying that she performs 
miracles when he said, “One thing that has 
come out of what has been said so far is the 
fact that the United Kingdom and Ireland 
have never been so close. Her Majesty the 

Queen had a lot to do with that. I believe 
that her visit signalled a togetherness that 
was not there before and that a lot of hatreds 
were buried that day when she set foot on 
Irish soil. The people of Ireland took her 
to heart, and it has been said many times 
since how much they appreciated her going 
there. The visit will have a lasting effect on 
the relationship between this country and 
Ireland.” But who said they appreciated her 
going there? Not the people of Ireland. Out-
side of Dublin there was mass indifference 
to the visit. And in Dublin itself, most peo-
ple stayed at home. It was the Irish media 
who drooled over the visit and created the 
impression that the whole country was in 
support. And it was the media who claimed 
that the visit will change utterly the rela-
tionship between Britain and Ireland. And 
they did all this because they  would dearly 
love Ireland to be not a nation once again, 
but once again in the bosom of Britain.

Nuclear Delusion

A statement on 18 June on the nuclear 
submarine contract by Defence Secretary 
Philip Hammond revealed the muddled 
thinking in government circles about the 
effectiveness of a nuclear deterrent. Ham-
mond began by saying, “The UK currently 
operates two fleets of nuclear-powered 
submarines: the Trafalgar class of attack 
submarines, which will be replaced over 
the next 10 years by the Astute class, and 
the Vanguard class strategic missile sub-
marines. The Government’s policy is that 
the Vanguard class will be replaced at the 
end of its life in the late 2020s by a suc-
cessor strategic missile submarine carry-
ing the Trident missile, subject to a main 
gate investment approval for the project in 
2016. In the meantime, long-lead items and 
design work for the successor submarine 
have been commissioned.”

“I have today announced by written 
ministerial statement that we are invest-
ing £1.1 billion over the next 11 years in 
a programme of work which includes 
redeveloping the Rolls-Royce factory in 
Derby where all our submarines’ nuclear 
power plants are designed and built, and in 
maintaining the skills necessary to do so. 
This investment will secure the jobs of 300 
highly skilled workers and will ensure that 
we retain the capability to build submarine 
nuclear power plants in the UK. I am sure 
the House will join me in welcoming this 
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announcement as good news for the people 
of Derby, good news for the Royal Navy 
and good news for the country as a whole.”

Unsurprisingly, he was right. The state-
ment was welcomed by MPs representing 
Derby, Barrow and Furness, Plymouth and  
Scottish constituencies where the nuclear 
subs are based. And it was supported by 
all Tory MPs who spoke. But opposition to 
the statement came from the SNP’s Angus 
Robertson who said, “This announcement 
paves the way for Trident renewal and it 
does so in the face of opposition in Scot-
land. The majority of MPs from Scotland 
and the majority of Members of the Scot-
tish Parliament have voted against Trident 
renewal. The Scottish Government are 
opposed to Trident, the Scottish Trades 
Union Congress is opposed, the Church of 
Scotland is opposed, the Roman Catholic 
Church in Scotland is opposed, the Epis-
copal Church of Scotland is opposed, the 
Muslim Council of Scotland is opposed, 
and, more important, the public of Scot-
land are overwhelmingly opposed to the 
renewal of Trident. A YouGov poll in 2010 
showed 67% opposed, as against only 13%. 
There was majority opposition among the 
voters of all mainstream parties in Scot-
land, including Conservative voters and 
Liberal Democrat voters. The Westminster 
Government are aware of the objections 
but are ploughing on regardless.”

Responding to Robertson, Hammond 
made the startling claim that the announce-
ment had nothing to do with weapons. “It 
is,” he said, “about reactor power plants for 
powering submarines, both the strategic 
successor submarine and the Astute class 
attack submarine, which will form the core 
of the Navy’s attack submarine force in 
future.” This was Hammond at his most 
pedantic. At face value it is about design-
ing and producing reactor power plants for 
powering submarines, but the end purpose 
is to replace one design of a nuclear mis-
sile with another. And if that has nothing 
to do with weapons it is difficult to know 
what has. It is all part and parcel of the de-
cision to be taken in 2016 on the future of 
the UK’s nuclear deterrent and later in the 
debate Hammond admitted that this was 
the case. Inevitably, Labour endorsed the 
statement and contributed to the muddled 
thinking that clouds the minds of many 
politicians. 

Alison Seabeck, Member for Plymouth, 

Moor View, told the House, “In a security 
landscape of few guarantees, our independ-
ent nuclear deterrent provides us with the 
ultimate insurance policy, strengthens our 
national security and increases our ability 
to achieve long-term global security aims. 
As the Secretary of State made clear, the 
initial gate decision announced in May last 
year set in train £3 billion of expenditure 
on the design, development, assessment 
and ordering of long-lead items to make the 
2016 main gate decision feasible. If the hon. 
Member for Moray (Angus Robertson) had 
re-read the May statement, he would have 
known that half the money is for renewing 
the infrastructure of the Rolls-Royce facil-
ity in Derby, which is essential for the next 
generation of nuclear submarines. That is 
not new but necessary investment.” But 
possession of  nuclear weapons will only 
deter those countries already in posses-
sion of nuclear weapons themselves, in the 
belief that in the event of a nuclear attack 
on the UK they will be attacked in return. 
This is the madcap scenario (Mutual As-
sured Destruction) that Seabeck and others 
accept. 

Later in the debate Hammond repeated 
the mantra that possession of nuclear weap-
ons has led to decades of peace. Lib Dem 
Member Julian Huppert asked Hammond if 
he agreed with Field Marshall Lord Bramall, 
General Lord Ramsbottom and General Sir 
Hugh Beach that “Nuclear weapons have 
shown themselves to be completely use-
less as a deterrent to the threats... we cur-
rently...face”, and that “the case is much 
stronger for funding our armed forces with 
what they need to meet the commitments 
actually laid upon them”? “Will he accept 
their expert advice?” Hammond of course 
dismissed their views and accused them of 
being “slightly partial in this debate.” To 
Huppert he said, “I find it extraordinary 
that anyone can stand up in this House 
after 65 years of nuclear-armed peace and 
say that a strategic deterrent does not make 
people safer. The possession of a nuclear 
deterrent has ensured this country’s safety. 
It ensured that we saw off the threat in the 
cold war and it will ensure our security in 
the future.”

 65 years of (nuclear-armed) peace! 
So Korea, Vietnam, Afghanistan, Iraq and 
Libya, to name but a few wars in which the 
UK is or was directly or indirectly involved, 
didn’t happen? They don’t appear in Ham-
mond’s lexicon because the wars occurred 

elsewhere, outside of Europe. Hammond’s 
65 years of peace refers to peace within 
Europe. And it’s interesting to note that the 
countries largely  involved in those wars, 
France, the UK and the US, were major 
nuclear powers. It seems that possession 
of nuclear weapons has brought forth bully 
boys. As for nuclear weapons ensuring our 
security in the future, it is impossible to 
believe that the UK would launch a nuclear 
attack against a country that produced a 
gang of terrorists? The senior military are 
right. Nuclear weapons are useless against 
the terrorist threat. Hammond  and those 
who support him are deluding themselves. 
A final thought: if Hammond believes that 
possession of nuclear weapons guarantees 
a country’s security, why does he object to 
Iran, for example, acquiring them? And if 
we’ve had 65 years of nuclear-armed peace 
in Europe, wouldn’t global possession of 
nuclear weapons ensure a further 65 years 
of  nuclear-armed peace world-wide? Just 
a thought.

Directors: St Vince Makes Them 
Pay

Secretary of State for Business, In-
novation and Skills Vince Cable set out 
the  Government’s proposals to tackle the 
problem of directors’ pay in a statement to 
the Commons on 20 June. Cable told MPs, 

“Since I first addressed the House on the is-
sue, the Government have initiated a broad, 
national debate about shareholder activism, 
and this has encouraged shareholders to 
become more engaged as owners of their 
companies during the so-called ‘sharehold-
er spring’. We have also seen many compa-
nies engage constructively in the face of 
that opposition, and this is an important 
step in encouraging improved pay disci-
pline. There is, as I said then, compelling 
evidence of a disconnect between pay and 
performance in large UK-listed companies, 
and it is right that the Government act to 
address that market failure. Today I can 
therefore announce a far-reaching package 
of reforms that will strengthen the hand 
of shareholders to challenge excessive pay 
while not imposing unnecessary regulatory 
burdens.”

“We will give shareholders new pow-
ers to hold companies to account on the 
structure and the level of pay, and make 
it easier to understand what directors are 
earning and how that links to company 
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strategy and performance. So shareholders 
will have a binding vote on a company’s 
pay policy, including their approach to exit 
payments, and, rather than being a one-off 
vote, for the first time there will be a real, 
lasting and binding control on pay. A com-
pany will be able to make payments only 
within the limits that have been approved 
by a majority of shareholders, and this 
binding vote will happen annually unless 
companies choose to leave their pay policy 
unchanged, in which case the vote will 
happen a minimum of every three years. 
This will encourage companies to set out 
and stick to a clear, long-term pay strategy, 
and it will put a brake on the annual up-
ward pay ratchet.”

Summing up the proposals Cable 
said they “restore a stronger, clearer link 
between pay and performance; reduce re-
wards for failure; promote better engage-
ments between companies and sharehold-
ers; and, overall, empower shareholders to 
hold companies to account through bind-
ing votes.” Most MPs on both sides of the 
House agreed with Cable, but more signifi-
cantly business groups welcomed the plans. 
CBI Director General John Strickland said: 

“This substantial package of measures 
strikes a balance, by giving shareholders 
increased transparency on pay and provid-
ing ways to hold boards to account.” This 
rather begs the question: why have share-
holders allowed directors to get away with 
awarding themselves excessive pay and 
bonuses in the past when they had the 
strength to put a halt to it? Giving them a 
binding vote may not not make much dif-
ference, particularly if shareholders are 
happy with company performance.

 However, the proposals will make a 
difference where a company performs 
badly and directors continue to reward 
themselves. But here Cable said that the 
proposals will simply reduce rewards for 
failure. PNs believes St Vince has missed 
the opportunity to abolish rewards for fail-
ure, something that shareholders may bear 
in mind. Labour’s Chuka Umunna drew 
attention to the link between company 
performance and directors pay, which gen-
erally has resulted in rewards for ‘under-
performance’ if not failure. He said, “In 
the past decade, the value of FTSE 350 
companies increased by 80% while the av-
erage total earnings of executives in those 
companies increased by 108%. So the evi-
dence is clear: many of these rewards, as 

the Secretary of State said, are not linked 
to success or performance. This problem 
has grown over the past few decades under 
Governments of all persuasions. In fact, 
one has to go back to 1979 to find things 
more in proportion, with executive pay 
growing by 0.8% on average in the three 
decades since that year.” Labour made a 
pathetic attempt in 2002 to deal with the 
problem, but companies simply swatted 
away their proposals.

Umunna criticised Cable for not mak-
ing it a requirement to have an employee 
representative on board remuneration com-
mittees. But Cable had clearly anticipated 
the question. He said, “The hon. Gentle-
man continues to raise the issue of workers 
on boards. I think that having workers on 
boards is an excellent idea. The question 
is whether it should be mandatory. If it 
was such a good idea, why did none of my 
predecessors do anything about it? Most of 
them were nominated by trade unions and 
one was a distinguished general secretary 
of a trade union. None of them took any ac-
tion to implement the measure that the hon. 
Gentleman is demanding. I welcome em-
ployee participation and will expect a re-
port back from companies on whether they 
have consulted their employees on pay.” 
Cable’s point is well taken. Labour did 
nothing about workers on company boards 
because the trade unions showed little in-
terest  in the idea. The Bullock proposals 
were rejected in the late 1970s for the same 
reason. Capital was let off the hook and 
workers are now paying for Labour’s cow-
ardice and the unions’ conservatism.

Syria: Taking Sides

The May 25 al-Houla massacre, in 
which over 100 people including women 
and children were killed, was immediately 
attributed in the west to Assad government 
forces. And this view continues to be held 
by the UK and US governments. On 19 
June, in response to a question from Lib 
Dem Menzies Campbell on the presence 
of UN monitors, Foreign Secretary Wil-
liam Hague said, “We are awaiting at the 
UN Security Council today the briefing of 
Major-General Mood, who has been head-
ing the monitoring mission, so no decision 
about what will happen to the mission has 
been taken in advance of that. It is very 
important that information is assembled, 
particularly about crimes and atrocities 

that have been committed. Earlier this 
year, we sent teams to the borders of Syria 
to assemble such evidence. The Syrian ac-
tivists who assembled the evidence of the 
massacre at al-Houla were trained by the 
United Kingdom. We will continue our ef-
forts to make sure that one day justice can 
be done.”

The evidence assembled by the UK 
trained Syrian activists, no doubt oppo-
nents of the Assad regime, clearly blamed 
Assad’s forces for the massacre. If that had 
not been the case it is unlikely that Hague 
would have said so. Eight days earlier on 
11 June, Hague was certain that Assad’s 
forces were responsible. He told the House, 

“Two weeks ago in al-Houla, 108 civilians 
died in this manner, including 49 children 
under the age of 10. A similar atrocity ap-
pears to have been committed last week in 
al-Qubair, where 78 people were killed, in-
cluding women and children. UN monitors 
attempting to report on those events have 
been shot and obstructed. These grotesque 
crimes have illuminated to the world the 
nature of events in Syria and the conduct of 
the Assad regime.” When Hague made his 
statements to the Commons on 11 and 19 
June he must have been aware of a report 
that appeared in the German daily newspa-
per Frankfurter Allgemeine Zeitung on 7 
June. The report from Damascus by Rainer 
Hermann stated that the massacre was car-
ried out by opposition forces aligned with 
the Free Syrian Army. It was based on in-
vestigations by oppositionists who visited 
the area and took eye-witness testimony. 

Hermann wrote, “Their findings con-
tradict allegations of the rebels, who had 
blamed the Shabiha militias which are close 
to the regime. As oppositionists rejecting 
the use of force have been killed or at least 
threatened lately, the oppositionists did not 
want to see their names mentioned.” The re-
port went on to say, “Among the dead were 
almost exclusively families of the Alawite 
and Shia minorities of Houla, the popula-
tion of which is made up of 90 per cent 
Sunnis. Several dozen members of a family 
that had converted in recent years from the 
Sunni faith to Shia Islam were slaughtered. 
Also among the dead were members of the 
Alawite family Shomaliya and the family 
of a Sunni member of parliament who was 
regarded as a collaborator. Immediately 
after the massacre, the offenders are said 
to have filmed their victims, calling them 
Sunni victims, and distributed the videos 
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via the internet.”

Not only did Hague not refer to the 
German newspaper report on 11 or 19 June, 
and nor has he since in the Commons or 
elsewhere, but no British newspaper or TV 
news channel has carried the report. This 
is because they are complicit in presenting 
only one version of events in Syria. There 
are exceptions to this: Patrick Cockburn in 
The Independent newspaper for example. 
Hague should also have been aware of the 
report by Ben Dowell in The Guardian of 
9 June in which he said, “The chief corre-
spondent of Channel 4 News has claimed 
that Syrian rebels deliberately tried to get 
him and his crew killed by gunfire from 
government forces in a bid to discredit the 
regime of Bashar al-Assad.” Dowell said 
that the vehicle in which Alex Thomson 
and his Channel 4 colleagues were trav-
elling was deliberately guided by Syrian 
rebels into a “free-fire zone” on a blockad-
ed road near the city of al-Qusayr because 

“dead journos are bad for Damascus.” 

Hague’s promise regarding al-Houla 
that “We will continue our efforts to make 
sure that one day justice can be done,” 
sounds like a threat of revenge for the mas-
sacre. Who will ensure that justice is done 
in Syria? If Hague believes the massacre 
was carried out by Assad’s forces, does his 
justice involve the overthrow of the Assad 
regime? It certainly seems so. Hague says 
the government is committed to the Annan 
Plan although he accepts that it is not work-
ing. He told Labour’s Douglas Alexander, 

“I accepted, some time ago, that the Annan 
Plan was not working. It is not working at 
all at the moment but it would be wrong 
to give up completely on the plan, because 
the road to any peaceful settlement in Syria 
will be through either the Annan Plan or 
something very similar to it.”

 And yet, later that day in the Written 
Answers session, Foreign Office Minister 
Alistair Burt, standing in for Hague, told 
Tory backbencher Zac Goldsmith, “As the 
Secretary of State for Foreign and Com-
monwealth Affairs, my right hon. Friend 
the Member of Parliament for Richmond 
said in his statement to the House on 11 
June 2012, the Annan Plan is not an open-
ended commitment. It cannot be used in-
definitely by the regime to play for time. 
If the Annan Plan is not implemented, we 
will argue for a new and robust UN Secu-
rity Council Resolution aimed at compel-

ling the regime to meet its commitments 
under the Plan.” And  how does Hague 
intend the UN to compel Assad to comply 
with the Annan Plan? To compel someone 
is to order or force them to do something 
they would not wish to do. If Assad refuses 
to implement the plan, Hague clearly has 
force in mind. But he ought to be reminded 
that Syria is not Libya. 

The estimated current net additional 
cost of military operations in Libya (Op-
eration ELLAMY) is £199 million. Par-
liamentary Written Answer 11/6/12.

The dates of previous test firings of 
Trident D5 missiles from UK submarines 
are as follows: 26 May 1994, 19 June 
1994, 24 July 1995, 22 August 1995, 10 
October 1997, 21 September 2000, !0 
October 2005, !8 May 2009. Details of 
planned test firings are withheld for the 
purpose of safeguarding national inter-
ests. PWA 11/6/12.

The total cost to the NHS of employ-
ing senior managers and managers in 
1997-98 was £911.5 million. By 2010-11 
it had increased to £1.95 billion. In 1997-
98 the total cost of employing nursing, 
midwifery and health visiting staff was 
£6.6 billion. By 2010-11 it had increased 
to £8.9 billion. In 1997-98 the total cost 
of employing all other staff (inc. consult-
ants, GPs) was £8.5 billion. By 2010-11 
it had increased to £15.4 billion. PWA 
11/6/12.

At February 2012 there were 
5,004,500 people in receipt of housing 
benefit, of which 156,890 were aged 18-
21. PWA 14/6/12.

The average water & sewerage bill 
in England & Wales has increased from 
£302 in 2002-03 to £376 in 2012-13. 
Capital expenditure by water companies 
in England & Wales has increased from 
£3,813 million in 2001-02 to £9,934 mil-
lion in 2010-11. PWA 18/6/12.

Between 1 April 1991 and 31 Decem-
ber 2011 there were 265 suicide and open 
verdict deaths among Gulf War 1 Veter-
ans and others who had left service. Of 
this total, there were 208 Army, 41 RAF 
and 16 Navy. 183 of the 265 occurred 

within ten years of discharge, 93 within 
five years and 68 within three years. 
There were 5 where the exit date is not 
available. PWA 19/6/12.

In 2002, there were 26,974,026 work-
ers in the UK. Of these, 82.8% worked 
less than 48 hours per week, while 17.2% 
worked more than 48 hours. In 2011, there 
were 28,222,435 workers in the UK. Of 
these, 85.6% worked less than 48 hours 
per week, while 14.4% worked more than 
48 hours. Data for 2012 shows that there 
are 29,051,824 workers in the UK, with 
86% working less than 48 hours per week 
and 14% working more than 48 hours. 
NB. The EU Working Time Directive 
sets a cap on weekly working time of 48 
hours averaged over a 17-week period. 
PWA 19/6/12.

Territorial Army numbers (trained 
& untrained) at 1 April 2012 were: Eng-
land – 19,430; Scotland – 2,460; North-
ern Ireland – 1,640; Wales – 1,470. The 
aim is to achieve an integrated Army of 
around 120,000 by 2020, of which some 
30,000 will be trained reserve personnel, 
with a further 8,000 under training. PWA 
21/6/12.

In 2009-10, estimated income tax 
paid by UK citizens with a tax corre-
spondence address which is abroad was 
£2.16 billion. PWA 25/6/12.

Median gross weekly earnings for 
full time and part time male and female 
employees in the years 2007 to 2011 were: 
2007- Full time male £505.5, Part time 
male £136.5. Full time female £400, Part 
time female £145.5. 2008- Full time male 
£528.8, Part time male £136.1. Full time 
female £417.3, Part time female £149. 
2009- Full time male £538.2, Part time 
male £143.2. Full time female £430.8, 
Part time female £154.6. 2010- Full time 
male £545.8, Part time male £142.4. Full 
time female £442.5, Part time female 
£156.8. 2011 (3rd Quarter) Full time male 
£547.4, Part time male £142.7. Full time 
female £442.2, Part time female £156.1. 
PWA 25/6/12.

It’s  A  Fact 


