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Prologue


The 2012 Olympics Security Fiasco


On 24 May 2012, BBC’s North-West Tonight programme carried a little-noticed story about G4S, the company that had been brought in to provide security staff for the Olympic Games. The show reported that a whistleblower had been escorted from her place of work after claiming employees had taken shortcuts in their vetting procedures. She said the system was struggling because of the need to process thousands of applications ahead of the Games: staff had to get through a minimum of ten applications an hour and the documents had ended up piled in corners of the office in Stockton-on-Tees. The woman, Sarah Hubble, told the programme: ‘It was an absolute shambles – you had people vetting potential employees who had not been vetted themselves.’ She added that she had never received a criminal records check herself.


On 2 June 2012, the Daily Mail would report: ‘After the report was screened on the television news, Miss Hubble, who was employed through employment agency Reed, said she was quizzed for two-and-a-half hours by several G4S directors. After initially denying she contacted the media, Miss Hubble said she admitted it was her when the company found evidence of her contact with a journalist on her phone, which bosses examined in detail.’ Sarah Hubble was escorted from the building and told not to return.1


A couple of weeks later, The Sun ran another story about G4S’s Olympics work. It claimed hundreds of sniffer dog searches for explosives at the Olympic Park in Stratford, east London, had not been carried out.2 The operation was meant to stop terrorists smuggling a bomb into the site in a vehicle and setting it to detonate on a long-term timer. But the paper alleged that for three years, G4S ‘ghosted’ the searches of traffic entering the park. It said names of dog handlers on their days off were allegedly put down on shift rotas so it looked like they were working, but no searches took place. A source told the paper: ‘The point about the searches was to stop someone smuggling a bomb inside. But the reality is a lot of the searches that were meant to happen didn’t take place because the dogs and their handlers were only shown on paperwork and were never actually there. This has not just happened once or twice but regularly over the past three years. It is a farce.’


The paper reported that the alleged deception may have been carried out to avoid a £500 fine which LOcog (the London Organising Committee of the Olympic and Paralympic Games, the Games’ organizing body) would impose for every shift G4S could not cover. Two senior managers of the G4S dog section, Keith Francis and Ron Anderson, were suspended by the company while it carried out an internal probe.


It would be too much to suggest that these stories were warning signs for what was to come. But they do introduce two themes we’ll encounter again and again when we look at the outsourcing business: lack of transparency in the first case, and incentives to game the system in the second.


In 2011, G4S was made the official ‘security services provider’ for London 2012. The intention was for it to provide training and management for the 10,000-strong security workforce, of whom 2,000 would be new staff recruited and trained by G4S and the remaining 8,000 would be from other sources. London 2012 chief executive Paul Deighton said the firm would help ensure security provisions were ‘robust and of the highest professionalism’.3


But the announcement of the contract still caused concern. The group had been implicated in a number of scandals in recent years, perhaps most notably the death of Angolan immigrant Jimmy Mubenga on a plane two years earlier after three G4S security guards had pinned his head down while attempting to restrain him during his deportation.4 There were concerns about the training and accountability of G4S employees. Was such widespread use of private security really a good idea? But these gripes came from the usual voices: campaign groups, predominantly on the political left.


In December that year, the government announced that the number of security guards for the Games would rise to 23,700 – more than double Locog’s original estimate of 10,000. The number of security staff that G4S was contracted to provide had risen from the original 2,000 to 10,400. Its part of the contract was now worth £284 million, and the overall cost of security for the Olympics had risen from £282 million to £553 million.5 This was widely reported in the media. What wasn’t was the fact that Locog and the Home Office were concerned about the development of the security operation from an early stage. However, perhaps this was natural, given the scale of the operation – the concerns weren’t focused on G4S specifically, but on the overall project including volunteers, the police and the armed forces.


In August 2011, Theresa May, the home secretary, commissioned Her Majesty’s Inspectorate of Constabulary (HMIC) to conduct a review of the security arrangements. A month later, the report was produced, and it found some serious problems. Locog was eighteen months behind in producing its security policies and standard operating procedures, which was having a knock-on effect on its delivery of venue security plans. This, in turn, was causing delays in establishing an accurate picture of the number of staff that would be required.


Sir Denis O’Connor, HM chief inspector of constabulary, summed up the findings: ‘This plan is not detailed enough at this point. [Locog] have had a lot of other things to do. It is now time to have a detailed plan so that the numbers make sense, the roles are clear, and you can recruit and train people with an end in mind.’6 A second report was commissioned in February 2012.


But there was more we didn’t know. In addition to the two HMIC reports asked for by the Home Office, we’d later find out that Locog had commissioned two reports of its own. In December 2011 it had asked the accountancy firm KPMG to produce an internal audit report, and, more significantly, it had commissioned a report by the accountants Deloitte in May 2012. This second report had been commissioned because Locog was concerned about the quality of the management information it was getting from G4S and about the way that company was communicating with its applicants. And as it turned out, Deloitte identified serious problems with G4S’s management information and its overall operation: ‘The current management information provided by G4S is fragmented, inconsistent and of variable levels of integrity in respect of sources, ownership and management . . . it is difficult to offer a high degree of confidence that end data figures provided in final reports to Locog provide an accurate picture of reality.’7 The report also criticized G4S’s communications with its applicants and recruits, indicating that its approach lacked detail, did not provide an understanding of the key messages which needed to be communicated at each stage, and was failing to address high attrition rates by engaging effectively with applicants.


It should be stressed that in the aftermath of what was to follow, Nick Buckles, the then CEO of G4S, would later tell the home affairs select committee that the recommendations were implemented within a week. However, the committee would conclude, several months later: ‘Although Mr Buckles claims to have acted on all the relevant recommendations, the final outcome suggests that the changes to the data G4S were reporting to LOCOG were more presentational than substantial. The data were at best unreliable, if not downright misleading, and the most senior personnel in the company must take full responsibility for this.’8


What’s most curious about the wealth of evidence that things might not have been going to plan is the fact that Assistant Commissioner Chris Allison, the senior Metropolitan Police officer who was in charge of Olympic security, didn’t see all of it. He only ever saw the HMIC reports: he saw neither the KPMG nor the Deloitte one. He suggested that this might be because the consultants’ reports were commissioned by Locog, a private company, and produced by other private companies.


On the other hand, David Taylor-Smith, chief operating officer of G4S, would later claim that for its part the company had never been given access to the internal audit report or the reports by HMIC, although it had been given the Deloitte report.9 It might seem staggering in retrospect that the various parties weren’t aware of the problems each was flagging up, but as we’ll see, such miscommunication is a recurring theme in outsourcing.


At the same time, G4S’s management fee was rising at a rapid rate. In March 2012, a report by the House of Commons public accounts committee (PAC) said it was ‘staggering’ that initial estimates about security costs were so wrong. The PAC’s report stated that Locog had been forced to renegotiate its contract with G4S for venue security from a ‘weak negotiating position’.10 As the Games were due to start, the Daily Telegraph obtained confidential documents that revealed the component of G4S’s fee dedicated to management had risen from £7.3 million to £60 million.11 But by the time this revelation was uncovered, there was a far bigger problem at hand. Eighteen months into the contract – just a few weeks before the Games opened – things began to go very wrong indeed.


Throughout this entire period, G4S management was clearly confident that it was on track to meet its targets. It was obliged to produce management information, which it did, and it appeared to confirm that all was well. On 27 June, at a meeting of the Olympic Security Board, the company reported it was experiencing ‘scheduling problems’. It said that this was primarily due to staff not being available to work during the opening ceremony, but that this was a ‘small-scale, resolvable and temporary’ problem, and the total shortfall would be fewer than 1,000 staff. G4S continued to assure Locog and the Home Office over the next few days that there wasn’t anything other than a small problem.


How odd, then, that Charles Farr, director-general of the Office for Security and Counter-Terrorism at the Home Office, decided the next day to activate the contingency plan: on 28 June armed forces personnel from the Military Contingency Force were put on standby to help out at twenty-four hours’ notice. Why?


At the home affairs select committee hearing later that year, he’d reveal that he’d been getting indications from ‘other sources’ that G4S’s operation was not running as smoothly as the company appeared to think it was. He’d tell the committee that by 5 July it appeared to him that G4S was not getting to grips with the problem: ‘I was basing this on data we were getting from the ground, rather than data I was getting from G4S . . . I certainly wouldn’t have relied on [information from G4S] by this stage as a single source of truth.’12


The company’s view of how it was doing, however, hadn’t changed. Theresa May spoke to Nick Buckles on 6 July and met him on 10 July, but he certainly didn’t appear to think the problem had worsened and told her the contract would be fulfilled. Incredibly, on 6 July, Ian Horseman Sewell, one of the company’s directors, told Reuters that G4S was capable of simultaneously delivering multiple Olympic security projects around the world: ‘We are delivering a London Olympics now. If there was a similar event going on in Australia, I would be bullish that we could deliver this at the same time.’13


And the company’s data suggested no problem: according to the home affairs select committee, on 1 July it provided statistics that showed 37,000 people had passed the G4S interview, 25,000 had been security screened, 21,000 had been accredited, 14,700 had been Security Industry Authority trained and 9,000 were ready to work. Then everything changed.


On 11 July, Nick Buckles and David Taylor-Smith visited the offices of Locog in Canary Wharf. They must have been feeling pretty apprehensive, because they were about to report for the first time that they weren’t going to be able to deliver on the contract. There is no record of how the news went down. But they then travelled to the Home Office, where a meeting of the Olympic Security Board was due to take place. On the way, they telephoned Charles Farr, who notified Theresa May about the issue. He then went in to chair the board meeting.14


Off the record, insiders will tell you that there was a sense of absolute panic among both G4S’s management and civil servants – with tales of one manager sitting on the floor at the Home Office, surrounded by paperwork and close to tears. But when exactly did G4S first discover there’d been a shortfall of staff? According to the home affairs select committee inquiry, ‘it seems the penny dropped on 3 July’, when Taylor-Smith telephoned Buckles to tell him. Buckles was on holiday at the time, which as the committee deduced ‘suggests that this was something more than a routine call’.15


Buckles didn’t mention any problems when he met May three days later – the same day, remember, that Horseman Sewell was making his somewhat ill-advised statements on G4S’s capacity to deliver projects around the world. And it wasn’t discussed when Buckles met May on 10 July either. But the Home Office clearly felt there was a problem if the evidence of the contingency plans being put in place is anything to go by. The home affairs select committee would later describe the delay in reporting the problem as ‘astonishing’.


Now the original contingency plans had to be revised. On 12 July, Defence Secretary Philip Hammond made the fateful announcement: up to 3,500 troops would be needed for security duties during the Olympics. May assured the House of Commons there was ‘no question of Olympic security being compromised’ as a result of the troops being brought in.


By that point, G4S had been paid £90 million. The police were called in at the football venues outside London, while the military were stationed at the venues in and around London. The government had no alternative course of action. Had the event been something like a football match, it could have been delayed. That simply wasn’t the case when it came to the Olympics.


Indeed, the contingency plan saved London’s Olympic Games. As the home affairs select committee would eventually conclude, it ‘was only thanks to the far-sighted planning of officials at the Home Office, Locog and other Olympic security partners that a catastrophe was averted. However, activating the contingency plan came at a price for many of those concerned.’


And as Lord Coe, chair of Locog, would tell the committee:


 


I am acutely aware that I displaced family plans, the military came to the table, some of them had been on active duty until relatively recently, some were expecting to see more of their families during the summer months. I am very aware of that, and I would put immediately on record my gratitude to the contingency and the planning, and our ability to actually draw down. The military became one of the defining characteristics in the delivery of the Games.16


 


The day after Hammond’s announcement, G4S announced it stood to lose up to £50 million as a result of the fiasco. The company added it ‘deeply regretted’ the problems. Shares closed down 1.5% at 278.7p, with more than £150 million wiped off the company’s market value in two days. On 14 July, Nick Buckles said the firm would have to pay a penalty: he didn’t disclose the exact amount but said it would be somewhere between £10 million and £20 million.


Buckles would appear before the home affairs select committee on 17 July the next year. He still wasn’t able to explain what had gone wrong. He said he wished he’d never taken on the contract because it had become a ‘humiliating shambles’. He added that G4S would pick up the bill for accommodating the army, and that it would pay bonuses if appropriate. However, he also felt it was right that because the firm expected ‘to deliver a significant amount of staff’, it would retain the fee. ‘That’s astonishing,’ replied the committee chair, Labour MP Keith Vaz.17


Buckles also said he hadn’t found out about the problems until 3 July, adding that as they ‘dug into data day by day we realized the pipeline and people we thought we could deliver, we couldn’t’. As a result, he’d returned from a holiday in America in a state of shock and on 11 July he realized the contract would not be delivered.


He added that the company wouldn’t bid for contracts at the 2016 Olympics in Brazil because of the possible damage G4S would suffer if something like this ever happened again. In September 2012, the company said it had accepted the resignations of David Taylor-Smith and Ian Horseman Sewell over the failure. Buckles kept his job, but would step down eight months later in May 2013.


Also in September 2012 we found out exactly what had gone wrong at G4S’s end. The company made its internal report public. It concluded: ‘The monitoring and tracking of the security workforce, management information and the project management framework and practices were ineffective to address the scale, complexities and dependencies of the Olympic contract. Together this caused the failure of the Company to deliver the contract requirements in full and resulted in the identification of the key problems at a very late stage.’18


In February 2013, G4S announced it would take a bigger-than-expected hit. In total it would lose around £70 million on the London Olympics contract. There were costs of about £18 million relating to charitable donations, fees and marketing, an additional £2.5 million would be given to a military charity, and it would also spend £8.5 million on lawyers and accountants for negotiations with Locog. It was a £20 million higher loss than had been previously estimated, and it only came after months of negotiating with Locog.


As the home affairs select committee would conclude, in awarding the contract to G4S, Locog appeared to have been influenced by the company’s size and reputation. The committee felt: ‘This is not unreasonable – a bidder’s previous performance on other contracts is something which any diligent procurement exercise should take into consideration – and it is a natural assumption that the world’s largest security company would be a safe choice for such a large project.’


Paul Deighton, chief executive of Locog, told the committee: ‘I think somebody else probably could have done it but [G4S] were the obvious and best candidates to do it. They are the biggest security company in the world. The government is their most important client. The eyes of the world are on this project. They were highly incentivized to succeed because of all those reasons and believed they could succeed.’19


And Deighton’s right: the company clearly believed it could deliver – and indeed boasted it could be doing it simultaneously around the world, despite the fact (as Nick Buckles would point out) the contract was ‘one of a kind . . . there wasn’t a track record, there wasn’t a blueprint’. It was also a hugely difficult task, involving the recruitment, training and accreditation of thousands of staff, all of whom – within a non-negotiable time frame – had to be placed in dozens of different roles across over a hundred venues.


And this raises an interesting question: if not G4S, then who? A government insider I spoke to during the research for this book made a very simple point: ‘You know, if the government had wanted to get the army to do the job in the first place, they could have. So why did they ask G4S to do it? Because they thought it would save money.’ What’s more, the company’s involvement in the biggest outsourcing scandal in history barely made it break stride in terms of its ability to land government contracts. Indeed, what’s perhaps most telling about this scandal is that it was really the first time the issue of outsourcing had grabbed the general public’s interest. Over the preceding thirty years, the industry had grown at a terrific pace, yet aside from a few reports, principally in Private Eye, it had generated remarkably few headlines in its wake.


While the implications of the scandal seemed severe for G4S at the time, they actually made little lasting impression on it or the industry. In fact, the coverage and media analysis barely shifted beyond what it meant for the Olympics. Once the army had stepped in, the story was swiftly forgotten. No one really seemed to ask if this was the only time a company had failed in the job the state had given it.










1


The Story of Britain’s Outsourcing Revolution


The fundamental contradiction at the heart of most people’s attitudes to outsourcing is this: we want to eradicate waste in our public services, yet we remain rightly suspicious of the consequences that come with introducing a profit motive. Furthermore, as the writer Sam Knight has put it:


 


Outsourcers also threaten us because their growth entails the dismantling of something that was familiar. Public sector monopolies may not have always been effective, but at least they came with a story, an implied commitment to a common cause. They were, in some inescapable sense, ours. By contrast, the rise of the UK’s public services industry – which now employs more than a million people and is the world’s second largest, after America’s – is an experiment that has been conducted largely without a narrative, and whose principal agents are large companies that belong to their shareholders.1


 


And this concern perhaps wouldn’t matter, were it not for the scale of these companies and the depth of their involvement in the state. A study in 2011 suggested that the outsourcing sector employs 1.2 million people, and creates or supports a further 2.3 million jobs.2 From that point on, it has grown rapidly – in just the first three months of 2014, the value of public sector outsourcing shot up by 168 percent, as monitored by the business service provider Arvato’s outsourcing index.3 Research suggests the market for public service outsourcing has an annual turnover of £72 billion: about twenty-four percent of the spend on public services in the UK.4 As Stuart Weir, an academic at the University of Essex, has pointed out: ‘The number of contracts in the UK has increased sharply by 47 per cent to 148 contracts a year since 2010 . . . And these figures date from before the major privatization drive in the NHS.’5


It’s very difficult to get a full picture of the UK’s outsourcing market. Indeed, the scale of government outsourcing is now so extensive that there have been times when even government departments have appeared confused about how many contracts have been handed out. In June 2014 the shadow justice secretary, Sadiq Khan, put a question to the Ministry of Justice about the sum total of its contracts – how much each contract was expected to cost over its lifetime, when they were due to end, whether financial penalties had been incurred and whether there was a break clause, among other details. He was told the MoJ didn’t have data on this to hand, because it wasn’t held centrally. In the end, it eventually sent him a list of forty-five contracts, although it turned out several private prisons and youth offender institutions had been left off the list, including Altcourse, Parc, Rye Hill and Thameside.6


What we do know is that four companies really dominate the landscape: G4S, Serco, Atos and Capita. One way of showing this is by looking at data on these firms and their relationship with government, which was put together by the National Audit Office in 2013. We know, for example, that the money they brought in from government in 2012 ranged from around £500 million (Capita) to £1.2 billion (Serco). This is a lot, but worth seeing in context – Serco’s worldwide revenue is around £5 billion, Capita’s £3.4 billion. A small amount of this came from local government – that year Capita took in £506 million, G4S £71 million and Serco £382 million, but the overwhelming majority came from central government.


The two big spenders are the Ministry of Justice, which paid £500 million to Serco and G4S alone, and the Department of Work and Pensions, which paid G4S, Capita and Atos over £100 million each for its work, but pretty much every government department made payments of between £10 million and £50 million. Overall, these four companies’ work cost around £4 billion – a small but, according to the National Audit Office, ‘significant’ part of central government’s overall spend on goods and services.7 So who are these firms? We’ll look at Capita a little later, but a brief look at the three others shows that the market is being led by giant multinationals. The dizzying growth of outsourcing took place in line with the rapid growth of globalization in the late twentieth century.


Many people have heard of G4S, but few understand the company’s scale. Its historical trajectory is hard to summarize, as so many takeovers and mergers have been involved in its evolution. It can be traced back to a Danish company called København Frederiksberg Nattevagt – the Copenhagen-Frederiksberg Night Watch – which began with twenty guards and was set up by drapery wholesaler Marius Hogrefe in 1901.8 Its story really begins, however, many decades later, in 1985, when Nick Buckles took a job as a project accountant at Securicor (later the ‘S’ in G4S.) The Financial Times ran a profile of him in November 2013:


 


According to the head of one G4S subsidiary based outside the UK, when he first glimpsed Buckles at a regional management meeting about three years ago, the chief executive was wearing light-coloured trousers and loafers; with his long hair and open-neck shirt, he ‘looked more like Elvis than a CEO’. In person he was – and remains – engaging. Another G4S executive, based in Asia, has said Buckles ‘had this ability to know you – he would always make sure that he spent time with all of his senior managers at any opportunity he could get.9


 


In 2005, Buckles became CEO of G4S after Group 4 Falck – which grew out of that original Danish night watch – merged with Securicor. However, both companies had been rapidly expanding long before in the UK and Europe, in the core business of providing security for private businesses and individuals. It’s now one of the biggest private security firms in what’s become a burgeoning market: in 2011 there was one private security employee to every 170 citizens, compared to only one police officer to every 382 citizens.10 In America, the ratio is twice as high, but the market has been growing across Europe for years.11 However, the company had also been making gains in other, state-related areas. Securicor was managing detention at Manchester and Heathrow airports in 1970. By 1991 Group 4 was managing its first privatized prison, near Hull, and by 1993 Securicor had contracts for court and custodial escort services across London.12


It was only with the merger and the elevation of Buckles to CEO that the company really exploded into life. Under Buckles, the group spent about £1.5 million and acquired dozens of companies – according to the Financial Times, the group was active in the Middle East, around nuclear plants, and continued its drive into the British justice system, among other areas. As a result, its share price doubled in that time.13


But this aggressive growth wasn’t met with universal praise. The subsidiary owner mentioned in the Financial Times piece also told the paper: ‘We have always heard that the goal is to be the largest private-sector employer in the world. What kind of metric is that? It’s size not quality. If you look at the environment they are operating in, in second-, third-tier countries, risks are very high; the opportunities for unethical behaviour are extremely high and, quite frankly, I think the business acumen of a lot of these folks is in question.’14 But regardless of these fears, it’s now the third-largest listed private sector employer in the world, behind Walmart and Foxconn.15


The other two companies follow a similar trajectory of dizzying growth. Atos, for its part, is a French multinational – the eighth-biggest IT provider in the world, formed in 1997 through the merger of two French IT companies (it subsequently acquired more, including KPMG Consulting and Siemens IT Solutions and Services). Serco, by contrast, is (sort of) British in origin: it began in 1929 as the UK subsidiary of the Radio Corporation of America (RCA).


RCA was a giant corporation that ran everything from car hire companies to publishing houses, but for most of the twentieth century its UK arm specialized in technical work in the defence and transport sectors: maintaining systems like traffic lights and missile defence.16 When, in the 1980s, outsourcing began to stretch across Whitehall departments, the managers at RCA realized that, far from being scientists, their art was in managing the people with more mundane jobs at the bases they operated. So they reinvented their company as a management corporation. In 1984, RCA won the Ministry of Defence’s first official outsourcing contract, to operate a big supply depot at RAF Quedgeley, in Gloucestershire, despite never having run a store or similar venture before.17


In 2012, Social Enterprise UK, an umbrella group for social enterprises, produced a report into outsourcing and attempted to list things that Serco operated. They included transport services (such as the Docklands Light Railway and Barclays cycle hire), hospital and pathology services management, security services for our borders, leisure services, prisons and young offenders’ institutions, government websites, the National Nuclear Laboratory, maintenance for missile defence systems, air traffic control services, waste collection and more.18 The disruption caused if the company went under would have a massive impact on Britain’s public services. Suffice it to say, this company’s business interests have moved far, far beyond those it had when it began.


The story of outsourcing in the UK


Where does the story of outsourcing begin? There’s nothing new about the idea of the state engaging private entities to work for it. You could certainly argue that it started with the East India Company, which operated on behalf of the government in the eighteenth century, and could probably begin even earlier, going right back to a mediaeval king asking nobles to collect his taxes and run his courts. In the modern era, think, for example, of our much-loved general practitioners, who are essentially private contractors, and have been for decades. The Serco Institute, the outsourcing giant’s now-defunct think tank, researched such projects as eighteenth-century contracts to transport convicts to Australia, and saw the line between public and private sector as ‘a cultural artefact’ according to Sam Knight: ‘strongly held, but always shifting’.19


But to understand the development of modern outsourcing, we need to start in the 1970s, when the exchange rate system that had been set up with the Bretton Woods agreement collapsed. It meant that government-set exchange rates were suddenly unworkable – they had to be floated. Controlling inflation became the government’s overriding priority.20 Ideals like a comprehensive welfare system and full employment were shifted to the back-burner. Industries like gas and electricity were privatized, while the newly deregulated financial markets boomed. The aim was very simple: reduce the bill for public services.


Around this time, free-market theorists began to question the wisdom of large organizations – particularly governments – running their own affairs. Sam Knight has traced this school of thought to an academic at the London School of Economics called Ronald Coase, who wrote a paper entitled The Theory of the Firm in 1937, which asked why companies outsourced only some of their functions. Knight has described how a series of economic studies on waste disposal, which suggested cities using private firms made savings and had a higher quality of service, gave further weight to these beliefs.21


In 1980, compulsory competitive tendering (CCT) was brought in for construction, maintenance and highways work – industries which were rather easier to manage than some of those that would later be outsourced.22 A couple of years later, regional health authorities began to use it for support services.


Around this time, the Conservative Nicholas Ridley MP began to argue that councils should concentrate on allowing services to be provided, rather than providing them themselves. Ridley was a fascinating character: older readers may remember his Spitting Image puppet, which was never without a cigarette dangling from its lower lip. He was, at heart, a passionate free-marketer. Margaret Thatcher once said of him: ‘Free-market economics was always Nick’s passion. And he had a longer, better pedigree in that respect than most Thatcherites . . . His first vote against a Conservative government bailing out nationalized industries was in 1961. To be so right, so early on, is not to have seen the light—it is to have lit it . . . He would have been a superb Chancellor.’23 The description is broadly accurate: Ridley actually opposed rail privatization, but he oversaw bus deregulation in Great Britain and came up with a famous plan to deal with trade union power.24


He may not have been the only one espousing these ideas, but perhaps his intellectual output best embodies them. In a pamphlet written in 1988, he claimed outsourcing would take politics out of the public service equation, making everything from education to refuse collection a simple transaction.25 He described a utopian vision of a local council that existed in the American Midwest, which met just once a year to award service contracts to private firms. Education, building, refuse collection – these became merely financial exchanges in Ridley’s eyes. And these ideas, to a small extent, were picked up by the Local Government Act of 1988, which extended CCT to things like refuse collection.26


In fact, some of today’s outsourcing giants can trace their foundation to this initial drive to see local government working more closely with the private sector. Capita, for example, was founded by a man named Rod Aldridge, who was asked to investigate new ways for the Chartered Institute of Public Finance and Accountancy (CIPFA) to raise revenues.27 CIPFA’s tiny computer services division started up in 1984 – only a few years later, it had dozens of people working for it, and Aldridge launched a £330,000 management buyout, backed by the venture capital company 3i. By 1991, Capita – as it was now known – had increased its staff numbers by a factor of ten, and reached a turnover of £25 million.28 The outsourcing industry had exploded. Serco, for its part, had 3,000 employees and revenues of £59 million in 1989. By 1999 it had 27,000 employees and revenues of more than £800 million.29


The ‘white collar’ services offered by companies like Capita were largely transactional and easy to define. Even at this early stage, however, reporters were expressing concerns about the marriage of state and private sectors. A 1996 piece in Investors Chronicle, for example, described how ‘poorly managed computer systems, customers who don’t pay debts and overstaffed personnel departments’ were all ‘meat’ for a new type of UK company that had ‘made minding other people’s businesses a specialty’.30


This article was remarkably prescient in some ways, and remarkably wrong about how things would turn out in others. On the one hand, it correctly predicted that outsourcing’s next growth area would be finance, ‘including tax collection, payroll services and billings’. As it noted, Capita had recently won a deal to collect council tax in the London borough of Bexley – at ten years, one of the longest local authority contracts ‘yet awarded’. It also pointed out other potentially ‘fertile’ markets – among them ‘the privatized utilities and the increasingly commercial National Health Service’.


But where it got things very wrong was on the potential impact of a Labour government on the industry. Labour was considered a ‘threat’ to outsourcing. The article pointed out that Labour had pledged to abolish compulsory tendering, and it did do this when it got into government the following year – but only to replace it with Best Value, essentially a less prescribed and more wide-ranging version of the same, which aimed to make sure that outsourcing projects would preserve wages and standards.


The article also claimed that Labour was ‘likely to put work tendered under the Tories’ Private Finance Initiative [PFI] – another potential source of contracts – on the back-burner’. Prime Minister John Major had begun to use the PFI to finance and operate hospitals, schools and prisons – under this scheme, such projects were designed, built and managed by private consortia, but underwritten by the state, with the contracts typically lasting for thirty years. It was the best-known form of public–private partnership: legal contracts which allowed private companies to provide public services for the state. Before this, they had existed as one-off deals.31 Contrary to the writer’s suspicions, the use of PFI grew at a tremendous rate under New Labour.


And this fitted with the new governing party’s ideology, which was supposed to represent a compromise between social democracy and the market orientation of Conservative neo-liberalism. In place of the ‘free market’, Tony Blair – and later Gordon Brown – often took the public position that Britain was at the mercy of the ebbs and flows of globalization. Their frankness about this would perhaps seem shocking now. In 2003, for example, Blair was asked to comment on the news that the UK insurance company Aviva, which traded as Norwich Union, would outsource jobs to India – as part of the process it would axe over 2,000 jobs. He said he was ‘desperately sorry’ for anyone whose job was at risk, but the outsourcing of jobs abroad was just ‘the way the world is today’. ‘We have not tried to pretend to people we can stop what is happening in the global economy,’ he added.32


In this context, outsourcing was considered a natural development in a corporate-led world. New Labour picked up the Conservatives’ ball and ran with it. Public services were handed to the private sector on an ever-increasing scale (‘What matters is what works,’ Blair famously said in a 1997 speech). By 2001 the party’s election manifesto even stated that private or voluntary sector providers should be brought in where public providers were failing to improve, or where they could add value to public services.33


Many of the early changes were seen in local government. In 2001 the Local Government Chronicle reported that the current outsourcing market within local government was worth £244 million a year but had a potential value of £1.7 billion. It said the reason for this ‘was not the revolutionary effect of technology, but something far more basic – politics . . . The importance of politics in forcing through changes looks set to continue under a business-friendly Labour, should it win a second term.’ It also mentioned the potential pitfalls of this brave new world, explaining how ‘inequalities weighted in favour of the private sector, conflicts of interest and a lack of trust between the parties involved’ were all problems that contracts faced.34


The tenor of the early coverage was often breathlessly optimistic about this brave new world. A 2002 report in the Newcastle Journal carried an interview with an Alan Gardner, business development manager at a company called HBS in Middlesbrough. HBS had won a contract from Middlesbrough Council outsourcing a ‘whole range of administration, benefits and IT services, for 10 years at a cost of around £30m a year’. Gardner explained how his company had made these processes more ‘efficient’ through various processes of reorganization. Much of the article was given over to the excitement surrounding these ‘radical’ changes, but it did find time to note that the trade union Unison was already describing such changes as an ‘attack on staff terms and conditions’.35


In spite of the speed of change, Tony Blair’s autobiography doesn’t make any explicit mention of outsourcing as an ideology. There’s some mention of not ending up in hock to public sector unions, and some left-wing analysts have seen this as the fundamental goal for Blair’s administration when it came to statutory services. John Grayson, a writer for OpenDemocracy and the Institute of Race Relations, has described New Labour’s commitment to privatized justice and prison building under Jack Straw as requiring the unions representing workers to be defeated ‘so as to enable the cutting of staffing levels and wage and pension costs’.36


But the lack of literature on outsourcing in these years is rather surprising, and perhaps indicates how slowly political thinkers grasped what was happening. Michael Barber, head of Blair’s Delivery Unit, wrote a huge book called Instruction to Deliver: Fighting to Transform Britain’s Public Services in 2008, which explains how New Labour attempted to reduce things like health waiting lists and crime, and improve school exam results. It, too, makes very little mention of the private sector. There is some mention of quasi-markets (‘If they are to work, the government needs to regulate and intervene more’), but little beyond that.


But be under no doubt – central government’s use of outsourcing was growing all this time. By 2009 – with Gordon Brown now in charge – even the normally sympathetic Telegraph was writing a story with the headline ‘Meet Serco, the Company Running the Country’. The piece opened: ‘Most of the general public has never come across the name Serco, but the company inspects Britain’s schools, trains the armed forces, helps to protect our borders, maintains our nuclear weapons, runs our trains and operates our prisons.’ The firm, which had just been ‘propelled into the FTSE 100’, would, the paper reported, expect to continue expanding, ‘no matter which party wins the next general election’.37


How the outsourcing market affects us all


What’s of concern is the way giants such as Serco have come to dominate the market. We will see how the growth of companies like this has forced smaller charities and social enterprises out of the market. There are a great many questions raised by the uncomfortable juxtaposition of profits and public service: indeed, said profits often don’t even stay in the UK, let alone improve services. This matters because outsourced public services have an impact on the economy: they have an effect on our wages, and therefore they impact on what benefit demands we make. But more importantly, these services have an intrinsic effect on our social fabric and the knock-on effects can have huge impacts on the people they serve and their loved ones. What happens to a patient in a hospital, a child in a children’s home or a prisoner in jail affects all of us.


People have been asking many of the questions we’ll be looking at ever since New Labour’s outsourcing drive picked up. One of the main ones, the question of efficiency, has never really been answered: New Labour rarely if ever carried out detailed comparisons of outsourced provision with that performed in-house, nor were assessments of savings made: that lack of assessment has carried on to this day. As Tim Banfield of the National Audit Office told Radio 4’s File on 4: ‘We’ve not seen sufficient evidence to back up the idea that it makes savings.’38


Under New Labour people also began to raise the issue of transparency. The government didn’t keep a database of contracts, or price breakdowns for services, while commercial confidentiality laws stopped journalists and others scrutinizing the fine details of deals. This tied in with a third problem: competition. In this fragmented industry it was hard to work out. And this led to another question: were these big corporations specialists only in winning contracts, rather than delivering on them? The trouble was that even if long-term contracts (like the thirty-year PFI ones) were drawn up badly, it didn’t really affect the politicians involved – they could cite savings made during their time in power and would be gone before any problems emerged.


The stance you take on these questions may come down to the simple question of how you perceive the relationship between government and contractor. Is outsourcing merely a case of simple pragmatism and a way of securing the best value for money? Or is it something rather more threatening – a way for the state to abdicate political accountability that furthermore introduces a profit incentive in place of the need to secure a public good? Is it right for giant corporations – paid by the state yet barely taxed, with shareholders drawn from among the country’s elite, and lobbyists with access to the very top of government – to carry out mucky work in the crime, justice, welfare and immigration sectors among others?


Should such companies really be operating in sectors where many of the people with whom they deal are deeply vulnerable? Should there be secondary markets, so that the institutions these companies run – like care homes or asylum detention centres – can be traded around like any other product? Can a company like G4S or Serco really have fingers in so many pies, such as defence, welfare, health and justice, while maintaining the public’s best interests?


If your immediate answer to such questions is ‘no’, you should consider the views of Mark Fox of the British Services Association, a policy and research organization for service and infrastructure projects. Fox is essentially the closest person I could find to a cheerleader for outsourcing: he regularly works with all the biggest firms to help them improve their performance – whether they’re working for the state or otherwise. When I interviewed him on the subject he said:


 


[Outsourcing] is where people want to deliver a service. The question is how they do it . . . Do you buy ready-made meals? Then you’ve already outsourced food provision. [That’s] a silly [example] but you get to a bigger scale. What you’re talking about is not outsourcing. You’re talking about a decision politicians make about what they want to provide, then they go to the electorate and say ‘We will do this, will you vote for me on that basis?’


So I would say to you, you’re talking about politics, not outsourcing: if you want to provide certain services in certain ways, that’s a political decision. You then get into the business of saying ‘How do I provide those services in the context of promises I’ve made about taxation and spending?’ So already we’re not talking about outsourcing, we’re talking about party politics. People have legitimate, sensible views about what should be provided where. It’s up to individuals to make those decisions.


 


So what do we mean by ‘outsourcing’? As we’ve seen, the definition of the word is nebulous – and the range of services these companies provide is extremely wide. For now, suffice to say our subject is the delivery of services that have, in recent British history, been provided by the state but which are now delivered by private companies.


In the Prologue we saw what happened when one of the companies involved made a mistake. The state simply stepped in and bailed the firm out. But more often than not, the question of whose mistake it was – and what to do next – is far from simple.
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The Asylum Industry


In October 2010 Jimmy Mubenga died ‘a very public death’, in the words of Jerome Phelps, CEO of the charity Asylum Aid, ‘on the last row of seats on a full British Airways flight that was sitting on the runway at Heathrow airport’. The flight was waiting to go to Luanda, in Angola. As Phelps would write on a website a few days after it happened:


 


The interior of a passenger flight is a non-place, familiar to the point of banality. Most of us have sat many times in seats indistinguishable from Jimmy’s. We can all imagine ourselves there. But few of us can imagine Jimmy’s one-way flight. An unbridgeable gulf separated him from the passengers sitting in front of him and across the aisle. Some were going on holiday or to visit family; many were travelling to work in the profitable Angolan oil industry.1


 


One witness, Kevin Wallis, would say he heard Mubenga heaving as though being sick, and saying ‘I don’t want to go’ and ‘I can’t breathe, I can’t breathe’, for at least ten minutes before he fell unconscious.2 Wallis was one of the people sitting across the aisle from Mubenga when he saw three guards restrain him: two were sitting either side and held him down, pressing his head between his legs, while a third leaned over the passenger seat from the row in front and occasionally did the same when he managed to push back up. His leather jacket had been taken off, and some passengers had been moved away. The three guards worked for G4S, which at the time had been contracted to oversee Home Office deportations.


Wallis also said: ‘I think they were scared of him . . . they put so much pressure on him because he looked a big lad. The three security guards were big blokes as well.’ A second witness told the Guardian he thought the men were on top of Mubenga for forty-five minutes. He said: ‘There were three guys trying to hold him. This led to them pushing everyone further up the plane, so we were all pushed into first class . . . You could hear the guy screaming at the back of the plane. He was saying: “They are going to kill me.” That’s what he repeatedly said.’3


Mubenga was laid down in the aisle after it was clear that he’d lost consciousness, whereupon the captain, police and paramedics were alerted. Wallis said that the security guards must have notified the crew: ‘He just went quiet for a good while, then they checked his pulse and they must have thought it was very, very low. They [the guards] brought him up then, and I saw his head and everything. They checked his neck pulse and his wrist pulse. That is when they looked a bit worried.’


He added: ‘The paramedics tried to resuscitate him on the floor beside me. They chased the security guards and said: “Get out of the way, we don’t want to know you.” The security guards were trying to have a look to see what was going on, but the paramedic – a young lady, she was – said: “Will you get out of the way?” ’4


Detectives interviewed a number of passengers – Wallis among them – and then allowed them to board another flight twenty-four hours later. Around that time, Wallis discovered the man he’d heard screaming for help had died. As the story began to break, G4S put out a statement in which it said a man ‘became unwell’ on a flight while being deported. The Home Office said much the same thing. The Guardian, which broke the story of his death, only realized there was something up because its reporters tracked posts from passengers on the plane who were using Twitter.


What happened was written about for years to follow. And yet most of the coverage never really got to the bottom of what this case really said about the outsourcing industry. The first question is: who was Jimmy Mubenga? I met with Jerome Phelps after reading his piece about the case. A quietly spoken, thin middle-aged man, Phelps has been running Asylum Aid since 1993. He told me: ‘I met him in Harmondsworth [detention centre] – our organization knew his case well. What struck me about him, because it was quite unusual, was that he was a very east London guy. He seemed very aloof from his environment.’


Mubenga was a 46-year-old man who had fled from Angola with his wife and son in 1994. His lawyer said he was a student leader who had fallen out with the government of the time. His wife claimed that the government had killed her father and threatened Mubenga, so they’d had to leave.5 It had taken a long legal battle, but eventually the family had been granted exceptional leave to remain.


They had another four children over the next sixteen years, and eventually settled in Ilford. Mubenga worked as a forklift truck driver. His wife told the Guardian: ‘Jimmy was a good man, a family man. He would do anything for the children. He would take them to school and pick them up, if I ever went to school they would all ask: “Where is Jimmy?” Everyone knew him and he was a kind man. People liked him.’


But in 2006, it all went wrong. Mubenga got into a fight in a nightclub, and was convicted of actual bodily harm. He would have to serve two years in prison. And this meant that he had to be deported: any foreign criminal jailed for more than twelve months is subject to automatic deportation. He was transferred to an immigration centre. Phelps would describe his life after serving his sentence as being a ‘nightmare of indefinite immigration detention and increasingly desperate struggles in a legal system that refused to allow him to stay with his family’.6 He had, Phelps said, applied to court to be released on bail seven times when he knew him, only to be refused seven times, a situation he ‘couldn’t bear’ his family to see.7


I asked Phelps if this might not have been the first time Jimmy had got in trouble. He replied: ‘All I know is that he seemed like a very dignified, mature man, one who regretted the decision he’d made and the impact it would have on his family. He was so distressed because his entire life was here. I honestly think the reality of his situation was that he’d made one mistake.’


Phelps would eventually write:


 


So I wonder, and I imagine Jimmy wondering, how it can be proportionate to take away his family and the whole life that he had built here, for that one mistake. How, had he been British, he would have been given a chance to rebuild his life after he finished his sentence. How instead, a public authority could think it a good idea to spend so much money and resources on depriving a young family of its father, to send him to a country he had not seen for fourteen years, where he expected persecution for his political activism and for having claimed asylum.8


 


A year after Mubenga died, staff working for the chief inspector of prisons saw G4S personnel using ‘offensive and sometimes racist language’ on a flight to Nigeria. In a report on the incident, the chief inspector stated: ‘Quite apart from the offence this language may have caused to those who overheard it, it suggested a shamefully unprofessional and derogatory attitude.’9 It was only the start of the controversies surrounding the asylum industry that would be brought into sharp relief by Mubenga’s death.


In July 2013, an inquest jury at Isleworth Crown Court recorded a majority verdict of unlawful killing in relation to Mubenga’s death. The case brought all sorts of uncomfortable truths to light. It transpired that two of the guards had racist jokes as text messages on their phones, some of which they’d forwarded (sample: ‘I walked past a blind black guy begging in the street. He said, “Any change mate?” I said, “No, you’re still a nigger.” ’).10


G4S, for its part, has always stated that disciplinary action would always be taken against any staff when racism is discovered. However, Emma Norton, the legal officer for the campaign group Liberty, responded: ‘It is clear that neither UKBA [the UK Border Agency] nor the private security companies have taken steps to ensure that racists are not employed to perform this terribly sensitive and difficult job.’


This was part of her furious public statement, in which she mentioned


 


a ludicrous account that Jimmy Mubenga somehow forced his own head between his knees, causing his own asphyxia. Unforgivable indifference to the dying cries of a man who, according to one witness, called for help around 50 times as he slowly suffocated. These are the actions of the private security guards entrusted by the Home Office to ensure the safe removal of Mr Mubenga from the UK. What utter contempt for human dignity and life . . . The Home Office is also culpable. The department has long used a restraint policy designed for inmates in prisons against people being removed [in] aircraft. The Home Office has known for years that the policy is unsafe.11


 


As she pointed out, Liberty had tried to look at the policy, but had been refused permission by the Home Office. She said that the department had assured them that detainees might ‘learn’ the techniques if they were made public and would be able to counter them. That meant the organization hadn’t been able to show the policy to its restraint expert. She added: ‘Don’t worry, says the Home Office – our own experts have taken a look: they assure us that, while the techniques aren’t designed for aircraft, “their use [is] not fundamentally dangerous and could be safe so long as staff had adequate awareness of potential issues such as positional asphyxia”.’12
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