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Mark:
Stephen Ackroyd is an Emeritus Professor at the University of Lancaster and Rosemary Batt is Professor at Cornell ILR School in the US. 


So, Stephen. I think they’re going to do a double act. They’re going to do back and forth so Stephen’s going to kick us off.

Stephen Ackroyd:
Right, well thanks very much Mark. This is going to be a bit different from yesterday, at least so far as I’m concerned, you’re not going to get a bravura display of the barrow boy ilk. And furthermore we’re going to try to be integrated and cooperate as a team here and present two parts of what we hope will be broadly the same agenda. 


Briefly what’s going to happen is I’m going to introduce the topic and then Rose is going to present her section which is about private equity finance and then I’m going to talk about the reorganisation of firms. 

Finally there are a couple of slides that Rose is going to entertain us with on what to do, what sociologists should do in trying to develop the research agenda here. So that’s broadly the outlook. 


I’d like to start by commenting on what Michael said yesterday, that we are beginning, along with a number of others, to open up a subject which is much neglected in sociology, has been historically important but is not so much now, which is a surprise given the importance of the subject. This is the sociology of money and capital, the sociology of the financial system.


Now this has a rich tradition, as we all know, in the field beginning a long time ago. I mean it’s not well known but Max Weber, early in his academic career, did a study of stock exchanges in Germany. And it’s also not well known that he much preferred the English arrangement for financing capitalist firms. I think he misjudged the importance of the market in regard to the British model. 


But I mention this only because there is a deep tradition of work in the field of the sociology of finance and it has some important exponents today. 

Obviously many of you will know the work of Geoffrey Ingham, Mike had mentioned, but also the Manchester group led by Carol Williams and Julie Froud. This is a wonderful book. If you want to read an important, new book in this field it’s this ‘After the Great Complacence’ by that team. The lead author is Ewald Egelen. 


So this is a field that is of growing importance for the very reasons that Michael specified yesterday. If ever there was a fictitious commodity it is money. What is it? How on Earth does it work? It’s just numbers on pieces of paper which sociologically speaking is a consider challenge. How that works is something that we have to puzzle about much more than we currently do.


Added to which there’s huge quantities of money now slushing about the financial system that is underutilised. When I was a young man, which is a long time ago, there were odd predictions that in 2020 we would be so wealthy that no one would have to work. It hasn’t come true. It’s a paradoxical situation that everybody who can work is working very, very hard indeed and there are a lot of people who are totally unemployed.


Now I believe that wealth that those economists talked about has actually been generated but it has found its way into the hands of very, very few people. 


We are wrong to think of this as the contrast between the 1% and the 99%, it’s actually the contrast between the 0.1% and the 99.9%. Difficult to characterise such a group as a class and the tendency is to think about them as an elite. But I think it’s one of the challenges that these changes offer us to think differently about class areas, as has already been remarked. 


So as I’ll keep on saying, this is an underrated subject and it’s vastly important. Amongst other things, this underutilised capital tends to – it is not available to the real economy, there are vast areas of subsistence, farming and other areas that they would need finance capital but can’t get it at any price. 

The finance capital slushes around the system in the advanced economy looking for half a point of additional interest, even less than that. It feeds local enthusiasms. We get the bubbles emerging and then they burst.


And the problem is that the people feeding the local enthusiasm are not actually too bothered whether the bubble bursts or not because they’ve devised ways of making money in the downturn as well as the upturn. So we’re in a new and extremely serious situation. 


One never gets up in the morning and decides one’s looking at a trivial subject. One gets up in the morning and decides what one’s looking at is the most important thing in the world. But in my case and in Rose’s case, I think we’ve got every reason to believe that this might be so.


Right let’s get started. Financialisation is the topic that we’re going to talk about and we’re going to talk about two specialist topics within that area. And it is stipulatively defined here; this is a usual definition where we start from, but it is just a starting point. 


What we’re looking at in financialisation which is the pursuit of maximum return to capital employed, wherever it is employed, that’s the tip of the iceberg, as it were, that’s the thing we want to talk about but it has its origin much deeper in social and economic processes. 


We’re talking about, I think, the transition from managerial capitalism, capitalism in which accumulation took place substantially on the basis of money productively invested in capitalist enterprises, quintessentially manufacture, the investment of that money and of course labour in that activity produced surpluses which could then be used for other purposes. 


What we’re looking at now is a shift, at least in western economies, and we’re talking principally about the US and the UK, in which there has been a substantial specialisation in the division of labour, such we’re now looking at an entirely financialised economy. 


I will go on to say in my part of the talk that manufacturing has substantially disappeared in this country, give you some facts and figures about that process, especially as it applies to large companies. 


So we’ve got a transition in the kind of economy that we now have. In my view it’s an economy dominated by finance capital. It’s something that I’ve elaborated in the paper that accompanies this talk. Both of us have papers which you should be able to get from the website. 


I think this change is accompanied by changes in the class structure and it’s made possible or driven by changes in the geopolitical distribution of activities so that we now have substantial slice of the manufacturing circuit of capital, the productive circuit of capital, relocated in China and South East Asia where rather little of that is happening now, much less in the US and almost nothing in the UK, such that our economy is driven by other activities entirely. As I say, finance capital. 


Historically it’s not an unprecedented situation. There’s another wonderful book I want to recommended, is Arrighi’s ‘Long 20th Century’ and ‘Adam Smith in Beijing’. This is deeply historical, economic sociology in which it is shown that the transitions of capitalism going back to when capitalism first emerged in Italy, these transitions occurred. Geopolitical reorganisation occurs and we get a shift in the global locus of capitalist power. And I think that’s really what we’re looking at here. 


So we’re moving from an industrial economy to a financialised economy, that’s the background text. This topic is really, really important and I want to tell you – I want to make the claim which I think many would think was unjustified, that what we’re looking at is an epochal change here. We’re living through one of the major transitions of history. 


This is a shift in our economy and society of a fundamental kind. It is comparable to the industrial revolution which, in many respects, it reverses. After 150, nearly 200 years of industrial capitalism in this country we are reverting to something which doesn’t depend on industry which, I think, is a fateful thing because there is no dominant power in the history of the modern world without a substantial manufacturing base. 


I know that many people think that the transition to a services economy is inevitable. On the contrary, I don’t think it is. Clearly other economies in Europe and throughout the world have substantial manufacturing sectors of their economy and continue to do those things. Not so in the UK and increasingly in the US and I think it’s a perilous situation for us to be in.


Okay, so this topic is important. The dominance of finance capitalism is destabilising and it’s producing all kinds of effects due to the underutilisation of the massive amounts of capital that are available for use but cannot find substantial uses.


Okay. But in this talk we’ll be tackling some things that are a bit more modest. This is a very large topic and we want to focus down on particular aspects of these changes. And we want to consider these questions mainly by focusing on financialisation. 

How and why have financial models, people of how to organise business, how to get a surplus, how have these things come about? And these are the sorts of questions that we must begin to ask. How and why have financial models of doing business developed in the last three decades? What are the specific mechanisms through which different financial strategies affect the management and employment outcomes? And both of us in different ways will be tackling this. 


We shall consider two forms and two places in which these mechanisms take place. One of them, which I think is really interesting because it’s on the cutting edge of the finance capitalist developments, which is to do with private equity finance. It’s one of many sectors we might have picked to illustrate some of the processes we’re talking about but we want to make a feature of private equity finance and Rose is an expert on this and has lectured in enough places in the world, I think, about these topics. So, you know, it’s really good that we’ve got her to talk about that. 


Following that I’m going to talk about the reorganisation of major companies and they have adopted financialised models of operation. And in doing that what I’ll be doing is talking about things that are quite familiar but are usually put in a different light and usually constructed in different ways in order to be explained and presented. 


Anyway, without more ado, I’m going to hand over to Rose who’s going to talk to you about private equity finance to illustrate the movement towards financialisation that we want to talk about.

Rosemary Batt:
Okay. Thank you. Okay, so as Steve said I’m going to focus on this specific topic because it illustrates, I think, the extreme form of capitalism, of finance capitalism, and so we can learn about specific mechanisms that then may spill over into larger publicly traded companies. 


I want to first say I’m excited to be here. This is very much work in progress. The paper is a much fuller account of the kind of institutional legacy and the shift to financial capitalisation in the United States and I’ve been doing this work with Eileen Appelbaum, so we’ve been working on this together over the last couple of years. 


So today I’m going to look at, first of all just briefly, the institutional roots of this model. Then spend most of my time on private equity as a business model, how it extracts value and then financially some of the impact on management and labour.


One of the things that’s really important to know is that this is a completely unregulated form, there’s no transparency. The private equity and hedge funds are not required to report to the Securities Exchange Commission so we have no knowledge really of what they actually do. It’s very hard to get data and so all of this is a kind of challenge from a research point of view.


Okay. So the institutional roots, the leverage buyouts from the 1980s, I’m sure most of you are somewhat familiar with these. And Kohlberg Kravis Roberts were a firm that really put this model on the map. They essentially, in 1980, developed a model to take firms private to buyout firms. By this time there were a lot of large pools of private wealth. They targeted companies that had a lot of cash, that had little debt and that were undervalued in the stock market. 


The companies often had a lot of cash because they used it for a rainy day or to make long term investments, to invest in new technology, etc, to manage in a way that provided them some discretion. But the model of KKR was that “Well, this money shouldn’t just go back to the shareholders and we’re going to make sure that it doesn’t.” 


And so they used debt, about 80% - and this is a keen part of the model – to buy the companies. They put that debt on the new companies themselves so they were not liable. They took the company private and then they called it disgorging the cash from the company and sending it back to the shareholders. 


That was the leverage buyout model and, as many of you may be familiar with agency theory, the Harvard and Chicago economists at the time developed a rationale for this which was turning managerial capitalism on its head, that rather than managers having discretion to decide about how to run their companies and productive enterprises, that external financial experts should be the ones running the company. And the way to do that was to concentrate ownership in a small number of shareholders so they could exert that control on managers and then they could discipline managers. 


The way they discipline managers in the market is to have a lot of debt on the company because then I’m completely constrained to serve the debt and then pay back the shareholders. And the way I do that is, of course, by looking immediately at cost cutting and wage cuts and downsizing and then revenue growth.  


So it creates this very constrained model for managers and the outcome is we get a lot more money going back to shareholders. 


Now the LBOs died in disaster in the late eighties, as many of you know, there were the scandals, Milken went to jail, etc. But it kind of went underground for a little bit but by the end of the nineties it surfaced, now with a clean face called private equity. 


So there’s a direct lineage from the eighties to private equity. This just gives you a graph of the explosion of private equity. This is in the US from 2000 up til the recession, the crash. It came crashing down but notably it’s on its way up on again. So the levels of deals are, you know, back here in the mid 2000 and the value is getting up there. So this is in a live form in the US.  


The estimates are it covers about 8.1 million employees and that is 7.5% of the workforce and that is more than the 7% of the workforce that is covered by unions in the private sector. So this is viable, growing model that we need to be concerned about.


Okay. Now let me talk about the incentive structure. There are a few key points. The main one from this slide – this is a low risk, high return strategy. People talk about this as “Oh we’re getting high returns because private equity is, you know, taking risks and we’re finding those poor companies that are failing and we’re restructuring them and we’re creating jobs.” And that’s simply wrong. The evidence doesn’t show that to be true.  


In this structure the private equity partners, they invest 2% of their money in the fund and they get 98% from investors, most of whom are public pension funds, and that’s a key part of the story that I’ll come back to at the end.


They make money, it’s what’s called in two in twenty model, in which they get 2% fees on all the money and then they get 20% of the profits over a certain hurdle rate. Now they’re putting 2% of their money into the fund, they’re guaranteed 20% of the profits. So that’s the low risk, high return part of the strategy and the limited partners, they have to keep their money in that fund for ten years.


Okay, the business models, it echoes that leverage buyout model that I showed you earlier, I’ll just go through it quickly. The private equity firms use high leverage. The data for all transactions, 75% leverage is the average for all the buyouts on record. You use assets as collateral for the debt and then you take the public company private. 

Now the portfolio and the private equity fund don’t have to report so they are all under the radar in terms of the kind financial activities that they undertake. And finally they attempt to exit in five years and if it goes belly up they are not liable. This is really critical because the debt is on the company so creditors may pay, vendors may pay, employees may pay but the private equity firm will not, okay.


Okay, so how do they make money? Now I want to make a couple of points with this slide. First of all, the goal is to maximise the fund, it’s not to maximise the shareholder value of any given firm. So the unit of analysis moves to the level of the fund or several funds and so then it’s a numbers again. Because, you know, if a couple of things go belly up here or there, I’m looking at the numbers overall. 


And so in some ways it’s not even a shareholder maximisation strategy for individual firms because they’re looking at the fund as a whole and that’s really key. 


The sources of gains; now these are things that all firms can do. If you have a general rising stock market, you wait a couple of years, you can sell it and you can make money. Or operations engineering, and we all know what that looks like; you can downside, you can cut labour, you can invest in new technology, you can streamline processes, all those things that really are tools that are available to any company. 

Here I’m going to give you some financial strategies that are probably more unique, that have to do with the management fees, the financial engineering and what we call breach of implicit contracts. 


Okay, so let me show you a couple of these strategies. Management fees, this 2%, if you have $100 million over ten years and that’s 2% a year, that’s two million a year, you get 20 million off the top and you just get it. Whether you actually invest all of the money, the limited partners, the pension funds have to keep that available to you and you get 2% on that. So that’s kind of clear profit right off the top.

A second is the use of debt and I don’t have time to go into a lot of detail but the use of debt is absolutely central to this model. Basically investing other people’s money, you make a lot more than investing your own. And a simple way to say that is “If I’ve got a $100 million company I’m going to buy, if I only put in 20 million and I get loaned for the rest, well then I’ve got 80 million more to speculate with another company and another company and another company.” And with low interest rates the expenses go down and, under our tax system, debt can be taken off from your taxes. 


So there are all sorts of advantages to using debt to do that financing and that’s critical to the kind of outsized returns that they say are needed, that they promise. 


And then the financial engineering, I’ll just give you one example, this is called a dividend recapitalisation. And here what the firms do is they – now they own the portfolio company, they take out another loan and put it on the company, so increase the debt. That loan is considered very, very high risk, it’s usually a junk bond because the company already has a lot of debt. 


The private equity takes out the loan and uses that loan to pay itself back. So it does not go into investing in new technology or expanding the firm or anything else, it’s simply paying back dividends to the owners, to the limited partners, to convince them to give them more money. It’s pure money in their pocket. And, of course, it makes the portfolio firm more at risk. 


Okay, now let me bring it all together. I’m going to give you a story of one of the case studies we’ve done so that you get a sense of how this whole project works. 


So in Mervyn’s Department Store chain was well known throughout California, they’d employed some 25,000 workers. In 2004 it was taken private in a buyout. The private equity firm put up $200,000 and a $1.2 billion purchase so the company gets 1 billion in debt on its book. 


They do some operational improvements, they close some underperforming stores, they did some, you know, improvements in stores but the main thing is that they did some financial engineering. 


So a key strategy, particularly in the retail sector, is that the first thing you do is you divide the company in two, between an operations company and a property company. Now historically retail has owned its own stores to cover itself during recessions because if you own your own property, the recession hits or the downturn hits, your cash flow goes down but you won’t go out of business because you own your own property, you don’t have to pay rent.

In this case the private equity sold off the property, paid itself back in the proceeds from the property, so we call it asset stripping, and then made the Mervyn stores pay rent on property they used to own. But at this point in kind of bubble prices because the asset prices were going up in the 2000s, okay. 


And then they also did a dividend recapitalisation that I just talked to you about. They took out 400 million in a loan, put it on the company and paid themselves back. So they’ve already, you know, 200% returns on their own investment of 200,000.


Then there’s a story we tell about breach of contract and, as most of you know, running organisations or businesses depends on a series of relationship of implicit trust. Some contracts are explicit but there are a lot of implicit norms that are recognised. 


In the case of retail stores, they need merchandise and so their dependence on a supply chain and strong relationships across that supply chain really matter. And the way that retail stores do this is they ensure creditors – they need creditors who will advance money so the vendors can produce the products and then they can get the merchandise in the store. 


The private equity fund doesn’t know the business, comes in and says “Well I don’t know if we can guarantee you that flow, you know, the company isn’t doing that great so I don’t know if we can guarantee it.” What do the creditors do? They pull back. The merchandise starts coming in much more slowly, the stores look crummy and don’t have a whole lot on the shelves. The company goes bankrupt in 2008, okay.


And so the final piece of the story is they go bankrupt in 2008, they owed 64 million, they were paying 80 million in rent that year. 


So this is a kind of classic case of using the various financial strategies to extract wealth without creating a productive enterprise and bleeding a productive enterprise. And so this is an example of how financial strategies can be used to extract value from an existing company. And, of course, this is all legal. You know, there’s nothing illegal in these activities.


Okay, so now I’m going to talk about a couple more things, providing evidence. First of all the implications for labour relationship. So there are a lot of labour cases of private equity kind of doing the union marginalisation thing. The more interesting cases are the ones where it actually has negotiated in good faith with unions and I’m going to give you a couple of examples.


The Texas Utilities buyout in 2007 was the largest in US history, $40 billion, the utilities for the state of Texas. And the private equity was incredibly sophisticated. They went in, they did an entire campaign, a stakeholder campaign to get support. 17 million to lobby the State legislature. They got the environmental groups to support them on the idea that they would reduce coal powered plants and they negotiated a good contract with the union. 


So very much a kind of stakeholder model. What happens is that their economic model for the energy market wasn’t quite right and, as of 2012, analysts give them a 91% chance of bankruptcy, of default in the next two years. 


So these kind of negotiations at the level of labour doesn’t really get you to where you need to be because the operations are happening at a much higher level of analysis that the union really is not going to have an effect.


A similar story with Hospital Corporation of America. HTA is the largest chain in the United States, it employs 200,000 employees. It went private under private equity in 2006. They did the similar kind of debt leverage buyout, the dividend recapitalisation. By 2010 they had put four billion in and they had already extracted eight billion.


By 2012 they had this debt overload of 26 billion on an asset base of 14 billion. So you say healthcare in the United States, cost, quality, patient case, I mean how can an important institution like this be sucking out cash and still be able to provide good patient care? 


Okay. Oh and what I didn’t point out in that story is that they also negotiated with the union and actually signed neutrality agreements that allowed the union to organise, like, 15,000 members. But what I think is happening here is that the labour piece becomes more incidental given all of the other sources of making money that the company has, okay, so important implications for labour in that sense.  


Okay, higher risk of bankruptcy. What I’m going to show in the next two slides and then wrap, is that Eileen and I looked at the best econometric studies that are being done. And in the US, contrary to Britain where there’s been more actually research on this topic, the research in the US is largely by finance economists from Chicago, from Harvard. I mean these are really highly trained, mainstream neoclassical economists, who would tend to favour private equity.

And what I want to show you is, by their own data – I mean because they’re straight economists they actually do the work – even though they tend to shape the interpretation of it in ways that are disingenuous. So some of these studies have been used by our media, by the US media to say “Oh, you know, private equity actually creates employment,” when you actually look at their tables and they show the opposite.


But anyway in this study, this is 20 or 30 years of data, it finds that the annual bankruptcy rate of private equity firms is twice as high as publicly traded firms. Okay, this is the best data that’s available. And then this is just US firms in the last four or five years that have gone belly up.


So we have, you know, things like Simmons [0:47:14], Readers Digest, Friendly’s Ice Cream, you know, these are pretty well known companies that have all gone belly up under private equity.


Now looking at two more examples of these econometric studies; one is on employment. An incredibly complicated and well done study where what the researchers – Davies is also a finance economist at Chicago – they compared private equity owned firms to publicly traded, the same comparable firms. 

They did this over a long stretch of time. It’s like, let’s see, 25 years, 150,000 establishments and the best – we’re taking the most generous interpretation of their date – was that the PE firms had a negative 3.6% employment compared to the comparable firms. If you’re not as generous, it’s more like 7% lost jobs. So they both create the same number of jobs but the private equity firms destroy a lot more jobs through downsizing and lay-offs, etc, etc. 


The impact on pension funds, going back to this idea that the public pension funds – this is, of course, retirement money so most of the money from private equity is from public pension funds so another – is this helping us or not as employees? And this study also compared private equity to the S&P 500 and it found that the S&P 500 beat the average private equity firm in terms of return on investment. It wasn’t much lower but the average was still lower.


The typical or median private equity owned firm was only 80% of the returns to the S&P 500 and when you look carefully it was only those top private equity firms, the really big ones, that were getting these higher returns. So there’s an image from the big guys like Blackstone and KKR, etc, etc, that you’re getting higher returns but if you look at the entire population that just doesn’t hold.


Okay, so here’s my summary of the things I’d like you to take away, what I consider the critical elements in this kind of financial model.


The first is this idea that they’re maximising the fund and not any individual company benefit. And, second, that it’s a low risk strategy. You know, when people say “Oh, you know, this is a really high risk,” the data and the evidence just doesn’t show that to be true.


The second point is the high capital mobility needed for this kind of model and I think this does kind of tie back into what the liquid modernity [0:50:51] session yesterday featured. Private equity and the financial model depend on seeing businesses as assets to be bought and sold. 


And the idea is the following; it used to be that companies who were in a product market - say you were making tyres and you had to figure out how to make better tyres or you had to compete against your competitors and you had to maybe innovate or be more productive, etc. In this model you simply get out of the market.  You know, Jack Welch in GE, had this famous quote where he said “You know, my businesses, I got this big company and it owns businesses that are, you now, not doing well. Just get rid of them, you know, buy something else.”

So this idea that you have to think through how to be competitive and how to actually build something of quality and high productivity falls apart. And then this centrality of debt financing that I’ve mentioned is central. 


Tax arbitrage, I’ve only given you one example but there are a number of ways in which these companies also use various tax avoidance strategies to shift the burden to tax payers.


And then finally this critical idea of delinking profits and how you make money from productive activities so that the link between labour and capital is broken and so you don’t really have to worry about it. You know, firms, investors of this type don’t have to worry much about winning the cooperation of labour or negotiating because not much of their profits actually depends on that relationship. And so that means that workers’ wages are delinked from the profitability or the productivity of firms and it creates a way that you can see the implications for labour market inequality arising.


So I think that’s where I stop, yes, and I’ll turn it over to Steve.

Stephen Ackroyd:
Okay, thanks very much Rose. What I’m going to do is deal with some topics that are less concerned with what’s happening at the cutting edge, as it were, of financialisation of talk about the extent to which financialisation has already occurred as a kind of surreptitious, progressive tendency within British firms.

And what I’m going to do is refer to some research of my own in which I’ve studied the evolution of British companies over 30 or so years following the 200 largest British companies to look at what’s happened to them.


So I’m going to make two major points; one is to illustrate the way in which there has been a flight of capital from manufacturing activities so that the companies are now doing very little manufacturing at all. Many of the companies still exist but if they do exist they’re not in the same line of business or they’re only doing a small amount of manufacturing for consumer markets typically.


These are the very largest. This is significant, I think, because British economy was one of the most profoundly based on manufacturing of any in the world. And it’s a highly concentrated manufacturing sector as well in that we have many large companies which were accounting for a very high proportion of manufacturing output. 


British economy actually had a higher proportion of the workforce in manufacturing than Germany at the height of its militarisation or Japan in its post war boom. Something in excess of 40% of British people worked in manufacturing for nearly 150 years. After 1970 the graph went precipitately down and it’s now around 10%.


But I’m going to make two points; one being that there’s been a flight of capital from manufacture, the other that there’s been a profound reorganisation of the typical form of company as a result of this so that there are some remaining companies that are functional, that are making profits, but they’re fundamentally changed. 


And I want to conclude by talking about the model of the successful company that still occupies a field and is successful in making profits in this new climate, and refer to that as a particular kind of archetype, so we’re moving away from Fordism to something that I want to call Waltonism which may be a mystery to some of you. Where does that derive from?


Well an alternative would be to call it Walmartism but I don’t like that so much because it doesn’t focus on the family nature of this rapacious capitalism we’re looking at here. If you look at the Forbes list of the most wealthy people in the world, about 15 of them are called Walton and they still own a large chunk of Walmart.


Just take a look, it’s quite interesting in its own right. But the number of Waltons there is quite tremendous and they founded this company in 1968 so it’s a successful business model. And I want to suggest to you that that is the kind of company that we’re getting, that is now the engine, making profits in a capitalist economy that’s comparable to the Ford Motor Company in 1930 or so, when it was at its peak of influence.


Okay, so I’ll try and whip it up a bit for several reasons. We haven’t got enough time and I also I can see I’m inducing sleep in some of you. So just a few words about the scale of PEF in the UK. It is considerable, it’s not of the scale that it is in the US but there are some British companies that have fallen to private equity that are clearly high street names. So this is not a phenomenon that’s remote and somehow happening in the US and not happening here. 


Any of you know the clothing chain, Peacocks? Notice recently now if you walk down the high street you see a lot of vacant stores where there used to be quite thriving businesses and now they’re empty because the bailiffs are in.  Having been loaded up with debt, they now can’t function and have gone bankrupt. 


There are many examples like this and it’s a considerable phenomenon. 2,700 PEF firms with $0.5 trillion pledged to their activities. Well this is an extraordinary amount of money.


And this is indicative also; 60% leverage and one leading fund alone could buy any firm with a capitalisation of $30 billion. There actually aren’t many British firms, publicly traded firms, that have that level of capitalisation these days.


So to quote Jamie Morgan who’s written my favourite book on private equity, “There is no company that is exempt. If these funds choose, any company you can think of is not too big to be bought.” They don’t prefer to do that because it’s high profile and there are lots of reasons why they want to stay out of the limelight but they can do it if they want. They prefer to pick off smaller firms.


There is a public politics agenda here which I think we should try to mobilise, to point out to people that these companies, although they are privately owned, are actually built by the work of generations of people. And so for it to be suddenly treated in this way is quite unacceptable really. 


Okay, activity levels are returning to their pre-2006 level. Okay, financialisation and public companies then, the public companies are not exempt from the same financialisation pressures for a variety of reasons. It used to be said that public companies had to be aware of the stock market sentiment with regard to their share price because if they didn’t they would attract withdrawal of funds.


And what’s happening today is that there’s the attraction of private equity groups but often, more significantly with publicly traded companies, there is the predatory investor, the high net worth individual who is much more effective in turning round a public company because he, and much more rarely shareholders, can go and bargain with the existing Board for changes in their policy to return a higher proportion of the earnings of the company and even some of its value to the shareholders who they happen to be.

So you’re getting these pressures to change the business policy in the direction of the private equity model or something similar to it already and firms have financialised themselves. Another very valuable book by the Froud/Williams team talks about the financialisation of firms, it’s a 2006 book.


So we’re already getting the creeping change of the business model of major companies in a direction that is exemplified by the private equity model. 


What also thrusts this along is the increasing tendency to pay top executives – to remunerate them, I should say, rather than pay them, in shares and share options which is now a substantial proportion of what they earn. It can double or treble the amount that they earn through this means.


And it amuses me now because the discussion is usually about the level of executive pay. As a result of public pressure we’ve kept executive pay on average down to 5% or 7% this year, ignoring the fact that three or four times the amount of their pay will come not from this source anyway which is not subject to control. 


So because you are now a substantial shareholder and a substantial proportion of the yield of the company is going to the top executive echelon anyway, to act in a direction that produces more value and reduces the net worth of the company is in the interests of the senior executives themselves. 


So for these obvious reasons we’re getting financialisation pressure on companies and, of course, it means it has led to substantial changes. 


So major fund companies themselves are driven by the return on shareholder value and not on other priorities. And firms have embarked on downsizing, outsourcing and all these things as a direct result of this. 


I did a calculation a couple of years ago, looking at the top 200 firms, and found that only 50 and outside 17 of companies in the FTSE 100 were moving away in terms of size and becoming global companies so that they’re capitalised at 100 plus billion dollars. 


The rest of them, the next 185, are actually shrinking over the years in average value. Making allowances for inflation, we’re finding the average size of the rest of these companies. Why is that? Actually because value’s being extracted, substantial value is being extracted and redistributed to shareholders which is, in itself - not as if there are millions of people out there who are shareholders, there are highly concentrated shareholders who are getting the lion’s share of any such value redistributions. 


This sort of strategy is usually legitimated by a focus on core competence. I don’t think you can really explain what happens in those terms. What we’re getting is the elimination of non-core activities which is simply the realisation of value that can be legitimately returned to shareholders. So what you’re seeing in returning to core competence is a legitimisation for a narrower asset base. 


Okay, these effects are usually attributed to globalisation. To a certain extent they are because it is often to get products and services procured in other places at a cheaper price so you’re responding in some sense to the international availability of other products and product markets. 


But to see it as somehow an impersonal process of globalisation, which impersonal forces producing changes in policy, seems to me to be fundamentally wrong. This is driven by the self-interest of particular factions and particular stakeholders in these major firms.


Financialisation and manufacturing; economic sectors have responded differently and our major firms now, I think, our very successful major firms are now in retailing, not manufacturing at all, but we’re seeing substantial reductions in the manufacturing sector. Just let’s quickly go through that. 


Financialisation seems to have actually caused the flight of capital from the UK manufacturing industry. And it’s fairly simple, isn’t it? For a good return on manufacturing you’ve got to have a relatively long time horizon, you’ve got to invest in research and development of new products, you’ve got to invest fairly heavily in the machine tools and factory space you need and so on and so forth. 

This simply doesn’t fit with the financialisation idea about how you should make profit. You should get an immediate return on assets you’ve got and you should get a continuous return. How can that be if you’ve got to have a long term time horizon and invest a great deal of time and resource in planning the next tranche of products.

Government policy also seems to have made a decisive switch away from supporting manufacturing around 1970 or so in the UK such that the Callaghan Government was struggling to put together elements of an industrial policy that would effectively support the British industrial base which, with the acquisition of the Thatcher Government to power, went completely out of the window.


And the first thing they did was remove exchange controls on capital movements which signalled, I think, the character of this new regime. Did not care very much about manufacturing anymore, its policies were not orientated anymore to try to save British manufacture and what you get is the acquisition, the rise to power of finance power. 


So for all these reasons we’re getting the flight of capital from manufacture. But my last entry there seems to contradict what I just said. I am firmly of the view that if we want an industrial sector we can have one and we should have one. It’s a matter of how much emphasis you want to put on that and how much Government policy supports the endemic powers changing the character of the economy. 


When I lecture in Continental Europe, I say to our partners “We haven’t got an industrial base anymore, manufacturing base anymore. You have,” in Austria, Germany, France. France and Germany have acquired quite a lot of British companies as I go on to say. Some of our choicest manufacturing companies have fallen to French and Germany buyers. 


And British Oxygen ought now to be called German Oxygen. Pilkington’s ought to be called Japanese glass, so the list goes on. British Plasterboard ought to be now called French Plasterboard, so on we go.


So in this manufacturing sector we’ve got the flight of capital and here we go, 50% in 1985, that’s not long ago, I can remember it well, some of you won’t but 1985, just yesterday so far as I’m concerned, 50% of the largest manufacturing firms had substantial manufacturing activities. By 2006 this was 17%.


Manufacturing employment has collapsed since 1975. Only two manufacturers of complex engineering capital goods remain. What a tragedy. I walk around, I’m oppressed by the engineering environment, I walk around, I can’t see a British car on British roads, plenty of French ones, plenty of German ones. 


What have we got left? We’ve got two substantial manufactures of complex products; British Aerospace, well they make our jet planes, war planes, they don’t make any commercial planes. And Rolls Royce, they make our jet engines. The reason I think we’ve still got them is they’re protected by a golden share the Government owns and they cannot be taken over and they’re substantially subsidised by the Defence procurement budget.


We have a few remaining engineering firms but they rely heavily on outsourcing. One of my favourite examples here is the firm Invensys it’s now called. Right, this is a firm formed out of the merger between BTR, a well known British engineering conglomerate, and Siebe which is another well known British manufacturing conglomerate. Those companies together constituted a substantial proportion, I’m talking something like 25% or 30% of the British manufacturing base when they came together. 


That company now, Invensys, makes nothing at all. It has no manufacturing plants at all. It designs control systems for environmental systems within buildings, they design the control systems that control the operation of white goods such as washing machines and so on. They design them but they don’t manufacture a damn thing. It’s all produced in the Far East to the designs of the BTR engineers.


The largest and almost only remaining manufacturers we have of any significance are in this miscellaneous group, food, drink and tobacco. We have two of the largest tobacco manufacturing companies in the world and several of the largest and most profitable drinks companies in the world. And our young people seem content on keeping their profits extremely lively. 


This is what we are down to and that group is shrinking. One of the stars in that was Cadburys of course, who has recently been taken over by the American giant, Craft, and I suppose that ensures its survival but it doesn’t ensure the survival of the manufacturing capacity in the UK, of course. 


So what has happened? BOC, Pilks, BPB, bought by foreign purchasers, 20% have been greatly downsized, demerged, radically broken up. 20% have changed business sector with only quite few having any exposure to manufacturing. 


Okay, other sectors, financialisation involves shrinkage, as I say, taking the value out. Downsizing and focusing is achieved by repositioning. You put yourself at the head of a supply chain and you dominate that supply chain which has its tentacles throughout the world, wherever your sources of supply are. Your subsidiaries actually control the head of several supply chains and you push the costs and the discipline of production further down the supply chain. 


Firms remain geographically located in this country but the substantial proportion of their activities is now overseas and they’re dragging products across the world and marketing them in the UK. 


There’s a model for this new type of firm, it has different labels. An American called Harland Prechel, I think, has good claim to first putting his finger on it and he calls it the ‘Multi-Subsidiary Firm’ or the ‘Multi-Layered Subsidiary Firm’ and he as a wonderful analysis of the way such firms have proliferated in response to the adapting to the residual controlling regimes of the American state with regard to taxation. 


I have myself a model that I came – I wasn’t aware of Prechel when I devised it but it’s remarkably similar, I call it the ‘Capital Extensive Firm’. So that your firm is now made up of a very large number of constituent elements which are themselves quite small and have rather little capital concentrated in them. So you can have a large firm that’s made up of 200 or 300 subsidiaries and subsidiaries have subsidiaries. 


And there’s now a huge difference between the income and power that goes to the centre and that that remains in the periphery. There’s increased social distance between head office and control centres and plants and subsidiaries. 


Arm’s length management attributes to these subsidiaries and plants substantial operational autonomy which is why these developments are sometimes read as an advance in humanistic terms, because local management has a lot of discretion to organise its affairs, to make bargains with its local workforce, to have quite a lot of democracy apparently in the way the firm is organised internally. So long as you meet the production or other performance targets of head office you’re going to get relatively little interference.


The key thing is these performance indicators and control through performance indicators. So you have tight-loose mode of control in which the majority of the operational criteria are left alone but there’s tight monitoring of particular performance measures. 


So this is the more detailed specification of the characteristics of the multi-subsidiary firm. Many of these things are noted already. What I think is unique about developments in this field, in organisation analysis, is to show that they are part of a pattern and they are linked in with financialisation. 


So actually, I’m so running out of time, I’ve got two minutes, he’s being very accommodating. I’m going to have to leave these and just scoot through them.


So there are actually four headings and, of course, you will get these slides on the website if you’re interested in unpacking them. 


It makes a coherent response to the kinds of financialisation pressures. You’re reducing the amount of capital committed, you’re defensively manoeuvring yourself and, of course, these companies, although they have to report, are becoming less and less transparent about what they are doing. And in that way they’re mimicking the private equity model where there is no disclosure. 


Okay, comes to my main contention which I suppose is the most controversial thing I’ve got to tell you, is that we’ve got this new kind of firm that’s adopting this multi-subsidiary, or multi-outlet form and I’m calling - following some other people, Matt Vidal is one – that this is Waltonism as opposed to Fordism. 


What we’re getting here is some quite distinctive characteristics within this general pattern of the multi-subsidiary firm. We’ve got demand driven by dominated supply chains. Shareholder value is a top priority because, as I’ve said, the Walton family are still substantial shareholders in this enterprise. 


This firm has been the highest profit performer in the United States for several years. I think it’s just fallen behind Exxon this last year but it’s an extremely effective, highly profitable firm that delivers low cost but good quality products and is highly flexible in its response to the market. 


It has a very effective demand pool distribution network and in this it has learned substantially from Japanese car manufacturing which, in turn, learned from Japanese supermarket organisation so that it’s where the demand is pulls the product through and the company itself has relatively little cost involvement in that although it’s organising the flow of goods.

Wages, of course, are a source of substantial saving. This is not a company that is very good to its employees and it’s bargaining down the level of wages, it’s strongly anti-union and it is, in effect, re-commodifying labour. Its effects on the labour process are to insist on a good deal of versatility from their workforce, multi-tasking teamwork attributing to the workforce autonomy but, of course, taking away their bargaining power. 


For some people it looks a very positive development, there is employment, of course, and there is a degree of workforce democracy in deciding on a pattern of working. But again it always comes – you must perform within the required standards of the company overall in terms of the amount of product you sell. 


Okay, this is one I like a lot and it’s going to be my last shot, management misbehaviour. Some of you will know I like misbehaviour, I’ve studied it all my life, but always failed to practice it, you know. When I got really cross with my management, I thought “Right, I’ve written the book on this, I’ll go back and check what I’ve got to do to deal with that.” I never managed to do it. 


But again this man Harland Prechel, who works at the University of Texas, has written a really wonderful paper that’s in the American – I never thought I’d be saying that very often, actually – ‘American Sociological Review’. In it he says that this structural arrangement is conducive, it has a structural inducement to misbehave, the way it’s set up.


And if we’re looking, as some of us are, for the reasons why we’re getting epidemic management misbehaviour, epidemic management immorality. That is one of the directions we can look at. The way this company is set up is in order to extract maximum value and encourages malfeasances ** [1:22:24] in order to meet profit targets in order to pay off the shareholders.

And I think another factor here is that the reference group for senior executives is not, as if often claimed, other senior executives and this business of the remuneration committees of large companies being packed with representatives through other companies who are getting similar level of wages and so there’s a conspiracy to bid up the price of executive labour. 


I think it’s more serious than that. I think it’s the fact that these executive ** [1:22:57] now have their reference group in the performance and remuneration of private equity partners, so thinking “Well I do as much work as a private equity guy. Why shouldn’t I have a similar level of remuneration?”


This is something that I say to my wife, “I work as hard as JK Rowling. How come my books don’t sell as well?” It’s a very similar logic. 


For a long time I was very puzzled about why it is that we’re getting this and it seemed to be behaviour that was deeply mysterious. Now I see why it’s occurring. They’re behaving no differently from you or I but they’re in a structure that encourages massive self-reward.


And I suppose if there’s a policy incentive here what we’ve got to do is deal with this; how on Earth can we persuade people this legalised robbery is going on and that it shouldn’t really happen? And I think it goes beyond the requirement that we need some changes in company governance. But anyway, I’m going to stop now.  

Mark:
Now the session started ten minutes later so I’m going to allow the session to run until ten past for those that can stay so we can have 20 minutes for questions. Rose was going to give a little conclusion but we’ll finish the presentation here and take questions. 


And I guess if there’s any more slides… so questions, I’ll take three questions to start and can you introduce yourself. 

Rehana Minhas:
I’m Rehana Minhas from Leeds. I found that fascinating and I have three observations and questions. Stephen, are you listening? 

Stephen Ackroyd:
If I can’t see you I can’t hear you, I’m deaf.

Rehana MInhas:
Okay. I found the session very interesting and my question’s in sort of three parts because a lot of what Rosemary and you have outlined, I wondered whether the principles, the impact of financialisation can also be used as an analysis of what’s happening in the public sector. I’m thinking particularly of the pension pots, right, and the so called debate about ending the final salaried pension but it’s part of that whole process. 


Linked to that very much in terms of education, was also the PFI – I don’t know if you are familiar with it – the Private Financial Investment of schools and the principles seem to be the same of asset stripping, of building new schools, but then the local authority ends up paying a rent to the company that has built the schools. 


And the model that’s being used now for academy schools, the outstanding ones, which again is very much – it’s more complex but you can see the principles of what you’ve outlined driving that. 


And finally I think the war on terror has created further opportunities for financialisation by private equity firms in those countries. So I wondered – so, you know, sort of drawing that impact in terms of the public sector in the UK. 


And the third one was about how the War on Terror gives more opportunities. 
Stephen Ackroyd:
I think that the same logic is affecting the public sector, that we’re getting the transfer of modes of thought and ways of seeing activities of transferring at a cultural level.  But more significantly than that is the indebtedness of public utilities and the NHS, for example, is accepting PFI money but it is going to have to pay that back. How is that going to be done? It’s either the patients or the tax payers that are going to have to pay that back. 


Now I don’t think finance capitalists are particularly interested in who pays it back, so long as they don’t get caught. And so seldom do they get caught because the debts have already been paid. And here the model of the private equity situation is exactly right. You know, the debts are the first things that are repaid and you leave the organisation, the institution with the debt. And this is exactly what’s happening in PFI initiatives. 


The next thing is going to be the roads, of course. Here’s a wonderful resource that the country’s built up over years and years and years. We’re going to – I believe we’ve already started – allow that the roads should be a revenue stream for a private interest company. 


So where does it stop? You know, it’s private capital getting the ability to earn and, in this case, from the public purse or from the public consumer, this is the pattern. And it’s very difficult to see the difference between the public sector and the private in this respect. 


We’re not going to privatise the NHS, we’re just going to run the NHS on private money which will have to be repaid. So, yes, absolutely. 


I can’t answer you about the War on Terror, I’m sorry, I just have not got enough knowledge. I do know, however, that it is quite important to this country for reasons that are obscure to me, to be an effective military force and, for that reason, to have a huge military procurement budget and to sustain armies that do silly things throughout the world. 

Mark:
Right, we’ll take some more questions. I’ve got one question at the back there and then another question over there.

Audience member:
I think since we’re in Yorkshire we should pay tribute to Hanson and White and the way the Hanson Trust invented some of these tricks ** [1:29:41].
Stephen Ackroyd:
Oh yes, he started a lot of this. He’s an accountant.

Audience member:
Yes. But the de-industrialisation I think is a really important social phenomenon and indeed the acquisition of UK companies by European capital has a particular affect. So very recently the UK’s last pill manufacturing company, which is always known as Sterling, has just closed up in the North East with 700 jobs lost because it’s much easier in the UK’s flexible labour market, where there’s a market share contraction, to lose those jobs than to lose jobs in labour markets where there’s some degree of protection, yes. 


And I think this is an ongoing and ongoing and spiralling process and frankly the social consequences are something which a lot of us should concern ourselves with. 

Audience member:
What’s interesting is what we learn in ** [1:30:48], the nature of the theory of ** [1:30:50] and one wonders if this whole picture of financialisation where corporate management is pressured by the financialisation incentive and also on the other side to go lean and mean and ** [1:31:04] so it’s ** [1:31:05 – 1:31:10] and how do we [1:31:12 – 1:31:15] thing that’s kind of structured the way we think about the nature of the firm or…
Stephen Ackroyd:
This is an extraordinary example of what Giddens talks about as the leakage of social science in the community and he didn’t [1:31:30] use these examples, so far as I know.


I mean what is an abstruse economic doctrine over a relatively short period of time becomes a reality and in an extraordinary way there’s such a thing as a market for corporate control which was theoretical construct of economists 20 years ago, is now regularly cited by the executive ** [1:31:56], saying “Well, look, there are only relatively few of us who are going to control these companies, we’ve got a proven track ** [1:32:02] to run these companies.” It’s a market for executive ability therefore payout. 


So, I mean, I thoroughly agree. What we’ve got here is an extraordinary leakage of economic doctrine into everyday practice and managerial practice and it’s quite extraordinary. 

Rosemary Batt:
Yes, I’d just like to comment that I think we’ve got a lot of work to do. I don’t think we understand at all, I don’t think we have the theoretical tools to really understand the linkages. I think we’ve got to do a lot more research in trying to understand the mechanisms through which this financial turn really doesn’t play itself out. 


And so I think we’ve got a lot of work to do to really understand what’s going on. 


You know, we have some evidence and we’re making the claim that there is a direct relationship but I think we need to do a lot more work, both theoretically and empiercally, to put our case forward and make it in a convincing way that’s going to affect public policy and public sentiment. 

Audience member:
This idea that it’s all legal and above board and there seems to be quite compelling evidence that financialisation is slowing the economy down in various ways, how can we convince the regulators that other forms of regulation are needed and just are there any low hanging fruit, easy targets that’s relatively easy to demonstrate that actually this form of financials is having a negative impact on growth, it’s having a negative impact on the economy so it needs to be changed? 

Stephen Ackroyd:
It’s very difficult to prove that, you know, that it’s having a negative effect on the economy. There are plenty of people, apologists for this system, who would argue the opposite. But because it’s interfering with economic processes doesn’t make them less efficient, it makes them more efficient. 


And what we’ve got to keep on doing is what Rose has done and said “Well actually the evidence points in exactly the opposite direction.” Keep on doing it if we can. I mean I echo what she said about being meticulous in the way we show these processes to be working. 


On the other hand, I think they’ve gone an enormous distance before we’ve woken up and smelt the coffee, as it were. You know, I think that these processes are 25, 30 years in the making. I think we mistakenly thought that this was principally a political phenomenon in that it’s just a new Government with a new set of policies who are imposing them on a reluctant public. 


What’s wrong about is that this has unleashed actors who are capable, have the resources, to make substantial changes by deploying their assets slightly different, within an acceptable framework of institutions. I mean I reiterate, none of this is illegal. I have not yet come across anyone who I explained how private equity works and what it does, and said “Yes, fair enough.” They say “What? Run that by me again.” You know, that’s what they do and quite rightly too. It’s astonishing but it’s all perfectly legal and there’s much more that is very much more securely fine so far as the institutions are concerned, not our publicly morality though.

Rosemary Batt:
Yes, and what I’d just like to respond to specifically is that in fact the European Union, in terms of the private equity hedge fund story, has taken much stronger steps towards reregulation than the US. So there’s this alternative investment fund managers directive, AIFM, which was two years in the making, was finally passed last November. 


And it will require by 2013 that each nation state implement the directive. And it is strong in many ways. It has serious reporting requirements, audit requirements, limits on debt leverage and a number of other provisions. And, by contrast, there’s almost no change that’s occurred in the US regs except minimum reporting requirements. 


And one of the main reasons for this is that there was enormous political mobilisation by the trade unions across Europe that was a really well coordinated activity that attacked private equity and brought these cases forward. 


So I think it is a combination of social movement and the research that we can bring to bear that can, in fact, have an impact. 


By contrast, the unions in the US were compromised because they had pension funds where they were investing in private equity as well as trying to represent their members. And so they could not launch the kind of political movement that they did in the EU and we really see the differences as a result. 

Mark:
Okay, colleague at the back. 

Stephen Ackroyd:
Can I just make a further comment on Steve’s point, that this slide which I didn’t get to points to the fact that the regulatory body share the same senior personnel that Government bodies do and significant private institutions. So we’ll have this revolving door phenomenon where senior personnel move around between the regulatory institutions and recruit the same people.

Hacker and Pierson, a wonderful book called ‘Winner Take All Politics’ - is another book I recommend to anyone who’s got a spare hour or two to read - shows this revolving door phenomenon, intrinsically ** [1:38:33] the United States, where it’s exactly the same people with exactly the same training, it’s a finite number. So your regulators are working with the same assumptions as the people they’re regulating. 

Mark:
Okay, we’ll take two final questions and then our presenters can sum up. So there’s a colleague at the back and there’s a colleague in the middle. 

Audience member:
Thank you very much, that was terrific. It makes me think that I want to go back to my institution and to my Head of School “What we need is three economic sociologists now. We need to set up a kind of crisis centre for research.”


But I say that to him, I know what he’ll say back to me, he’ll say “Well why do you need three or four sociologists? Why not get three economists?” 

So my question is essentially what specifically, in your view, can sociologists bring to this analysis? I know it can but I just wonder, what answers can you give me that I can give to my Head of School when I make this claim.  
Mark:
Okay, great, and can we just take your question.

Audience member:
Well interestingly, I was thinking the same, how can a chap – because we’re supposed to be defending the social scientists generally in various articles, but it seems to me economists have been part of this story and I don’t think it’s right to put sociologists in with economists, who have been putting this story for a very long time. 


I think they’re implicated but I think they ought to be responsible, made responsible. I don’t know why half the bankers aren’t in prison but you keep telling me, you know, that it’s legal. Why is it legal? And it’s legal and it’s piracy, isn’t it? And why doesn’t everybody in this country know that? 0.01%, 99.1%, whatever you said anyway, it’s true, isn’t it?  It’s tiny, tiny elite.

If everybody knew this in simple terms would it carry on? Would the Labour Party be able to say a little bit stronger, that we want good capitalism, that’s as far as they’ve got to, isn’t it? We want good capitalism, Phil Mutton’s argument in the 19th century capitalism ** [1:40:53]. 

They went to the church and they were around and walking the streets. It was a little bit harsh for them to do stuff then, that’s what ** [1:40:59], you know, they were moralised. We’ve got to demoralise the tiny capitalist elite. Now they’ve won, they’ve done it. 

So what every sociologist here should tell another 100 sociologists that they know, by Facebook or whatever, they should tell 100 people and we should just keep telling the story. Because it’s amazing that we haven’t told this story. 

Mark:
Okay, so if you can just give a few concluding comments around sociology and good capitalism. 

Stephen Ackroyd:
You’ve got my sympathy with your Head of School. I mean I’m now retired to I don’t have a Head of School but that’s the way I’ve dealt with the problem. But I don’t suppose you can at your age.  

Rosemary Batt:
So, yes, in fact I have a couple of slides I didn’t show. But, I mean, I think – so the economists are operating at a macro level. In the US the people who are doing these analyses get access to private equity data so the data is biased to begin with, right, because you’re getting the data from private equity. 


But, you know, they’re operating at a macro level and where the power of sociology and the power of organisation studies is at the organisational level, is tracing the labour process, is showing the mechanisms through which value extraction occurs, providing these rich cases that, you know, you put that out there and people are outraged because they see the mechanisms, they see the impact on consumers, on workers, on pensioners, etc. 

So I think we have a great role to play in tracing those linkages between the financial side and the productive side and the organisational stuff. 


And just quickly, we’ve been in touch in the US with some of these private equity – or the finance economists who, you know, can’t give us explanations, for example, of private equity in healthcare. And we’re undertaking a big study now to show, you know, and they can’t use their profitability numbers of their productivity numbers when it comes to patients’ health and care. 


And we can show the impact on patients of this kind of financial model. I think that’s the kind of research we really need to do and address then the economists. 

Mark:
Okay. Steve, do you want to make any final comments? 

Stephen Ackroyd:
No.

Mark:
Good. Okay, so…

END AUDIO
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