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1 Introduction

Should unions respond to privatisation with an all or nothing approach? Should trade unions simply cut the best deals for members when services are privatised? Or should trade unions develop strategies to transform services to strengthen the working class. Upon the answers to these questions lies the future of public service unionism across the globe. The answer to these questions lies in assessing the practice of trade unions, in responding to attempts to privatise services. This presentation draws extensively on the South African experience, drawing both general lessons and more specific ones from attempts to privatise railways. 

This talk argues for three propositions:

1. Public service efficiency has different meanings in the developed and developing worlds. In the developed world – where most have access to basic services – the questions are often about efficiency in a narrow economic sense. In the developing world – where access to services is a major problem contributing to a cycle of poverty – efficiency must understood as having an economic and social dimension. 
2. Privatisation will worsen the position of the poor, and that of poor women in particular. Privatisation processes benefit business, and reduce the developmental role of government. This means that the poor pay more for services, extending services is delayed and that women bear the brunt of the privatisation process. 
3. Trade unions can lead a process of building alternatives: Trade unions play a crucial role in society, as the representatives of the wider working class. Trade unions can lead processes that build alternatives. This must be done to achieve public sector that works in the interests of the poor. 
As the audience comes from a wide array of countries and from different institutions, a brief introductory of the complex transition process in South Africa starts this discussion. 

2 Background

Under apartheid, the public sector was structured to serve the interests of the white minority in South Africa. Systems for delivery were bureaucratic and archaic.  After the first democratic election, the need to transform these structures started with the integration of the administrations used to serve different races under apartheid. Progressive unions in the public sector committed themselves to this process of transformation, participating in array of legislative, administrative and political reform processes. 

The effects of apartheid still have a large imprint on South African society. Levels of poverty, unemployment and inequality still remain high. Household level data indicates that half of the South African population live in households live in absolute poverty. This acute level of poverty is structural, in that it predominately affects blacks and women. 

The emergence of democracy – under the leadership of the African National Congress (ANC) – brought with it hopes of a rapid and sustained programme to eradicate poverty. These hopes were given programmatic expression in the first election platform of the ANC, in the Reconstruction and Development Programme: A Policy Framework. (RDP). The RDP articulated a bold programme of societal change based on linking growth and development. In other words, the RDP aimed to not simply ‘extend markets’ as solutions to our developmental problems, but rather for government to take lead a process of development. The policy perspective of the RDP thus reflected substantive differences to the ‘Washington Consensus’, often called the neo-liberal agenda. 

Under pressure from financial markets and international capital, a major policy shift occurred in government’s developmental strategy.  The release of the Growth, Employment and Redistribution: A Macroeconomic Strategy (GEAR) heralded the emergence of a conservative economic strategy for South Africa. Some have called GEAR a homegrown structural adjustment programme. The policies proposed fitted neatly into orthodox economic prescription (e.g. reduced tariffs, lower deficit spending)

In particular, two major shifts occurred in the government thinking in terms of privatisation. 

· First, GEAR argued that increased public sector investment would ‘crowd-out’ private sector investment. Consequently, proposals for reducing the public sector, were motivated on the basis that private sector would be ‘crowded in’. 

· Second that privatising assets were needed to raise resources for debt reduction and service delivery. 

Since the second elections, the impetus to privatise has gathered momentum. In terms of policy, there is a focus on privatising telecommunications, electricity and transport. This has meant that added to job losses, which will result from privatisation, working class communities face the prospect of increased tariffs for services. 

3 Drivers of Privatisation

Why privatise assets? The actions of government to privatise assets arise from the interaction of at least six major factors:

1. Continuity of policy: The apartheid government had established a policy of privatisation (e.g. health). Some of the processes established prior to 1994 elections, could not (or rather are difficult) to reverse.  
2. There is no alternative: Government after the elections argued that South Africa must be “realistic”.  The Washington Consensus was viewed as hegemonic, and emerging markets had to obey the rules of the game. Promises of foreign investment and jobs were promised as outcomes from privatised markets.
3. Capitalist push to create new markets: The capitalist class in South Africa and internationally, have argued that the states share of the economy is too large. This according to them is an obstacle to investment. Should the state retreat from public services; this would open up spaces for private investment.
4. Role of international advisors: The influence of multilateral institutions and consultancies has been crucial in determining a process of privatisation. These advisors serve as a means to transmit a neo-classical economic agenda. In the face of massive inefficiencies in the public sector, a radical process of changing ownership is often viewed by government as a solution. 
5. Efficiency: There is a pre-occupation with economic efficiency, at the expense of social efficiency. (The next section speaks specifically to the impact of the poor) Yet, central to the process of introducing privatisation is that it continues to serve the interests of the rich in society. It does this through (a) opening opportunities for making profits in public services and (b) reducing levels of democracy by subjecting government to greater influence by the business sector. Moreover, the efficiency argument is based on a narrow market based understanding. Progressive formations have responded with the concept of social efficiency. Social efficiency refers to whether society benefits from transformation. 
6. Role of the public sector: The public sector is both an agent for transformation and a reflection of power structure in society. Reform efforts in the public sector can thus either strengthen the transformative capacity of government, or strengthen established interests. The end goal of transforming the public sector is that its redistributive and transformative role must be strengthened. Government argues that through introducing private participation in the public sector, efficiency will be improved. In turn, this will lead to cost-savings and more rapid expansion of services. In practice, this has meant concessioning of water in communities, introducing multinational capital into public services and reducing the developmental role of government.
4 Will privatisation benefit the poor?

One of the major contention points is whether privatisation benefits the poor. Evidence from a range of sectors indicates that privatisation will benefit the poor. 

· Service charges to the poor are likely to increase: Since the introduction of a Strategic Equity Partner in the national telecommunications company  (TELKOM) the pricing structure has been changed significantly. The cost of local calls has increased by 35% in real terms, while international calls and costs for other services used by wealthier customers has been reduced. The shift in the cost structure reflects TELKOM’s positioning itself for future competition. Simply stated, TELKOM is capturing the higher end market before competition is introduced. Financing the capture of this market however comes at the cost of cheaper services to the rich, and more expensive prices to the poor. Similarly, government estimates that the price of household electricity after restructuring is projected to increase by between 22 % and 50%. 

· Privatisation will reduce finances for extending services: The electricity utility (ESKOM) is know registered as a normal company (i.e. not a public company). Consequently, government has to budget separately for the extension of electricity services. This year’s budget has shown a decrease of about R 600 million (or 40%) budgeted for extension of services by ESKOM. 

· Foreign Direct Investment does not necessarily flow: One of the main arguments for privatising services are that foreign directs investment will occur. Experiences with the Nelspruit concession for water however offer a more pessimistic account of foreign direct investment. The concessionaire – a subsidiary of the multi-national Biwater – promised extensive investment in water services. However, the promised investment has not materialised. Instead, the Development Bank of Southern Africa has had to provide a loan to the concessionaire to keep the project afloat. This is a perverse situation, where government agencies are subsidising large multi-national corporations, through loan finance. 

· Women are affected the worse: The impact on women from the privatisation process will be negative. At workplaces women often occupy the most vulnerable jobs (e.g. cleaning), which are often the starting point for contracting arrangements. Women are also the poorest in society, and there position in society will be worsened as they spend more on services delivered by privatised entities. 

5 Union Engagement: A Case Study of Railway

Given both the major drive to privatise, and the negative impacts on the poor, trade unions need to find responses. The case of railways in South Africa provides lessons for unions across the globe, but specifically those in developing countries. The general approach adopted by the union has led to (potentially) a major victory. This section starts with an explanation of rail system in South Africa. Next, a general strategy for trade union engagement engagements in South Africa is provided. 

5.1 The Importance of Railways

Railways play a central role in moving goods and services. In South Africa – where the poor are often located in the peripheries of economic centres – railways have traditionally provided the cheapest forms of transport and have connected rural communities to markets and opportunities. The rail system thus is a key asset for the state to achieve it’s goal of eradicating poverty. 

In the late 1990’s a crises was emerging in the South African railway system. The reasons for the crises are too be found in:

· Deregulation of road freight: Making road transport cheaper was a key policy of the apartheid government. This meant that roads were a cheaper transport mode than rail. Government provided a subsidy for the maintenance of roads, but did not provide a subsidy for rail. This meant that profitable rail system was driven to bankruptcy. 

· Looting and mismanagement: Under apartheid the management of the rail utility (Spoornet) allowed the rail system to disintegrate. This was allowed in the last years of apartheid due to the shift to road, and that railways predominately served blacks and women. 

· Services to the poor: At the same time, the apartheid government served only a small minority. This meant that the poor – who are predominately black – were excluded from decision-making and services. 

After 1994, government developed proposals for the restructuring of rail industry. In terms of passenger transport, both the long distance and luxury lines would be transferred to the private sector. Transportation of goods would also be concessioned. Specifically, routes carrying oil and coal – which are the most profitable – would be sold off. 

The drive to privatise rail occurred due to ideological perspective of many in government, and the need to meet fiscal targets. International consultants played a major role, advising government to concession the rail network.  Government also argued that services to the poor would be improved as “consumer choice” would allow the poor to be selective. Yet, the poor do not have the disposal cash to exercise the choices provided in imaginary neo-classical world!

The unions resisted these proposals. After a period of struggle, government conceded that their plan had flaws, and instead are beginning to consider the union strategy. Today, the movement of general freight (i.e. excluding oil and coal) will remain in the hands of the state, as a strategic asset.  Luxury lines –which serve the rich – will be concessioned. Oil and coal lines are still under debate, but government has indicated that privatisation is unlikely. 

5.2 Engaging to stop privatisation

The Congress of South African Trade Unions (COSATU) led a process of engagement. The COSATU affiliate in the transport sector South African Transport and Allied Workers Union (SATAWU) played a major role in negotiating with government. The strategy adopted by the union involved four pillars. 

Pillar One: Labour represented the wider working class

The key to winning arguments with government was based on a wider developmental assessment of the restructuring proposal. Labour began by arguing that government had assessed the socio-economic costs of imposing a rapid turnaround strategy. To this end, labour called for a cost-benefit analysis. 

The research being undertaken by labour indicated that the poor would not benefit from restructuring proposed by government, and that the proposals would have negative socio-economic consequences. For instance, concession of the line, which transports oil, would close down feeder lines, which were based in poor communities. This would mean that the poor would not have access to cheaper and relatively safe transport. In effect, this would further disconnect rural communities – which are predominately female-headed households, due to migrant labour policies – from participating in the economy, and accessing goods and services. 

Labour thus spoke not in the language of traditional collective bargaining (i.e. cutting a deal) but instead adopted a wider developmental stance. This is however not simply a pragmatic response, but rather that union's (as a strong component of civil society) have a wider role to play in social transformation. 

Pillar Two: Research, Mass Action and Advocacy were linked

Labour adopted a multi-pronged approach to its campaign, and effectively linked research, mass action and advocacy. 

· Research: A dedicated research team consisting jointly of NALEDI staff and union policy officers was established. The team was provided with the resources it needed, and the full support of trade union leadership. The task for this team was however daunting as government had brought in several internationals consulting teams to advise on the process. Yet, the union research team worked long hours to assess proposals, provide presentations to shop steward structures and the media. 

· Mass Action: During the run-up to negotiations SATAWU staged a march. The march served as a catalyst for getting parties around the table.

· Advocacy: Union leadership met with parliamentarians and other political leaders engaged other civil society organisations and utilised the media to get their message across. 

The mixture of these three areas of work provided a highly visible campaign, with a credible alternative to privatisation. 

Pillar Three: Building Alternatives

The bases for engagement were that unions had developed an alternative. The union alternative sort to create a financially viable, but developmental rail transport strategy. The union strategy was premised on extending the state to serve the poor. The proposals thus provided a counter to government’s proposals. The union proposals called for an integrated Spoornet.  Financial viability was achieved through profitable lines subsidising less profitable lines. 

The unions called for a cost-benefit analysis comparing several proposals, including government’s own. The scenarios developed from this process demonstrated that:

· Under no scenario would the General Freight Business run at a profit. This meant that capital injections from concessioning would be insufficient to make GFB financially sustainable. Instead, a more longer term solution to turning around the business was needed, 

· An integrated Spoornet would have a cash flow sufficient to finance investment requirements. 

Simply stated, the labour alternative both (a) made financial sense and (b) would support development in poorer communities. 

Pillar Four: Building New forms of worker security

SATAWU however build a solid platform for engaging with government, by creating new forms of worker security. In particular, it concluded deals on housing, wages and other benefits shortly before engaging on the restructuring model. This meant that should the union lose the restructuring battle, workers would have some level of security in the restructuring process, and in worst cases, would receive generous severance pay and training, should retrenchments occur. In other words, the union attempted to ‘cover its back’.

Through making retrenchments more expensive and creating new obligations for the company, concessioning become a less attractive option for government, due to the high cost associated with it. 

6 Lessons for Trade Unions

Three major lessons emerge from union responses to privatisation, for other unions across the world:

1. Unions must be able to engage on socio-economic issues: In South Africa a National Framework Agreement provides the means for unions to engage on restructuring from a wider developmental agenda. This agreement – which has many weaknesses – however provides space for negotiating restructuring. This agreement is buttressed by the Labour Relations Act, which allows unions to strike on socio-economic grounds. 
2. Constructing Alternatives: Adopting a wider agenda must mean that unions must present alternatives. This entails investing in research, advocacy and organising efforts. Union resources must be directed to these restructuring processes as they directly affect the working class. 
3. Building alliances: A key component of any strategy is the ability of unions to build (and lead) a progressive grouping of non-governmental organisations, churches, and other progressive organisations.  
7 Conclusion

Today, trade unions cannot simply represent their members. Instead, there is a need for unions to interact with social movements on issues that affect the poor. This means that trade union structures and organisations need to be revamped into organisations capable of building alternatives and building progressive alliances. In turn, these alliances have the capability of catalysing the involvement of women and the poor in trade unions and other social formations. Trade unions thus need to play a transformative role, particularly in the developing world where poverty remains high.
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