Don’t Sell Out the Banks!
1. It is time to establish an entirely new financial regulatory regime encompassing all financial services and operating at national, Eurozone and global levels.

2. There must be a role for employees, for their representatives, in the governance of all financial services companies at board and regulator level. The employees are key in the industry and employee participation at board level is now a prerequisite of good governance of these institutions. These firms are too important to be left to their own devices - ever again.

3. The Irish banking system has been underwritten by taxpayers’ hard earned euros and Congress represents the largest single group of taxpayers in Ireland. Any structural change in the major financial institutions must exclude compulsory redundancies and must also maintain the terms and conditions of all employees.
4. There has to be a major policy shift in long term Government, Regulator, Eurozone and EU policy towards banking and finance, which now must be recognised to be too important to let fail and, conversely, too important to ever govern itself again through self-regulation and ‘light touch’ regulation. 
5. This shift in corporate governance of firms has to include a major shift in public policy and in the governance of all private firms from the now discredited model of ‘shareholder value’ (too often just management) to the one of ‘stakeholder value’. This is where the interests of consumers, employees, suppliers, shareholders, the environment and society are key factors. This approach will reshape the basis of economic competitive advantage. The social Darwinian idea that the shareholder value model of self-interest alone should be the only objective of a company, has been demonstrated to be utterly flawed.

6. The Irish government has defined the Irish banks and has underwritten all of their liabilities, here and abroad. It is getting a fee for this, which is less than was first mooted. So far, government has failed to appoint any ‘public interest’ directors to the boards. To date, the top executives and the boards of all of the state-protected Irish banks, which has seen the value of their shares plummet to a fraction of the value a year ago, have remained totally unchanged. The board members, including the non-executive (supposedly independent) and the executive directors have all retained their positions. Clearly, the government, on behalf of the taxpayers, is comfortable with this. Congress, on behalf of the 40,000 unionised financial sector employees, finds this disturbing.
7. A major issue for Congress is immediate access to credit for all businesses, large and small, in Ireland. If firms do not have credit which facilitates cashflow, they will not be able to pay wages and will close and the recession will be prolonged. With the government underwriting of all savings and loans etc., it must now ensure that the banks continue to lend. The banks lent too much in the past and interbank lending is partially frozen, so the government or Central Bank has to step in to ensure that credit becomes much more freely available. It is clear that the state-guaranteed banks are not lending freely to Irish business and so are jeopardising jobs. Credit oils short-term cash-flow and can ensure survival for firms. Government can no longer sit on its hands on the credit issue.
8. The Irish government must, like those of the UK, US and other counties, directly fund the banks with capital to restore their Tier Ratios to what the market is demanding at present. Congress holds that government can borrow the cash and invest it directly. It is an investment i.e. capital spending, and will be repaid with substantial interest. In the UK, the government is charging 12 percent on behalf of the taxpayer on the capital it has invested in the UK banks. One UK bank, Barclays refused the UK government’s money and borrowed, at a higher rate of 13 percent from two Middle Eastern Sovereign Wealth Funds. Barclays’ shareholders reacted badly to this move. The Irish government appears to be following Barclays’ example.
9.  If the Irish government borrowed the money to invest the in the banks, it could do so at 4 percent interest (it is currently c. 5  percent at present, but this is exceptionally high) and lend it on at 12 percent, making a handsome profit for the taxpayer, on shares. If the Irish government took ordinary shares, it could (but not necessarily) eschew interest, but we would share in the upside when the banks’ shares recover. It seems the government is afraid to borrow for this capital investment although it has already taken all of the risk so far. The ‘Optics of Borrowing’ by government in a recession to invest in banks can be easily explained to taxpayers: “We have taken all the risk already and now we are going one step further to get all the rewards for the taxpayer”. Further, governments all over the globe have had to rescue banks. Ireland’s credit rating is below par at present for a country with relatively low debt. Borrowing for such investment, which will restore confidence in the Irish banking system and release credit for business will not damage our rating further.
10.  Congress is totally opposed to the state-protected Irish banks being ‘bailed out’ or rather seized by Venture Capitalists. It is unacceptable that the Irish taxpayer incur all of the risks with our bank guarantee (which applies to all liabilities even thus far aboard) and all the gains go to foreign venture capitalists, who take little risk. It was the vulture capitalists and other groups like private equity firms which caused the crisis in the first place, in the poorly regulated financial markets. The government will profoundly regret allowing foreign Vulture Capitalists to take all the gain, when Irish taxpayers take the risk. But it will then be too late. Irish banks will be controlled from aboard by people with no allegiance to any employees or any country.

11.  If the government eschews directly borrowing the capital for investing in the Irish banks, it should invest money from the Pension Reserve Fund. The government should not allow private equity firms to piggy-back on the blanket state guarantees on all the liabilities of the Irish banks, funded by our members, PAYE taxpayers. If the government allows private equity money to piggy-back on our guarantees, then Congress will demand full disclosure on every cent of profit made by these banks, all professional fees made, including introductory fees paid to all intermediaries. In the light of the public collapse of Casino Capitalism, it is shameful to see the Irish government appearing to fall for a cheap, three-card-trick.
12.  Congress believes that the Irish government should be bold and nationalise the banks, if the long term Irish investors fail to recapitalise them. The total market capitalisation of the AIB, Bank of Ireland, Anglo Irish and Irish Life and Permanent was only €4,311m on Monday. This is a fraction of the value one year ago. Buying all the banks plus recapitalising them is well within the capcaity of the Irish state. It is the most efficient and equitable option. Nationalisation of the state-protected Irish banks should happen now.
13.  The Irish banks have been very profitable and their market capitalisation is very low. Last year alone, the net profits of the main four banks totaled almost €6bn. In the last five years, the net profits of the four banks amounted to a staggering €21.8bn, more than five times their current market capitalisation. Even with a substantial write-down of their property assets, it is clear that the four banks are substantially under-valued. The Vulture Capitalists have been drawn by the smell of blood. It is shameful that the government is leading these carpet-baggers to the kill.
14.  The government shareholding in the Irish banks should be placed in a State Holding Company, similar to the UK’s UK Financial Investments (UK FI). This was modeled on the Shareholder Executive set up 5 years ago to hold the UK government shares in state companies. Congress set out details for the establishment of a the State Holding Company (SHC) in 2005
. The body was to be a passive investor in the commercial state companies providing an opportunity for Pension funds and others to invest in them and to provide capital for their expansion. As privatisation was then still in vogue, the government did not endorse our detailed proposals. The SHC could divest some bank shareholdings over time.
15.  In summary, Congress seeks the nationalisation of the Irish banking system to immediately address the financial crisis and the lack of credit for small businesses.  We are seeking employee representatives on all financial companies’ boards as we can no longer trust the ‘shareholder value’ appointment and governance system. We are calling for a more European-style governance structure for private firms in Ireland, based on stakeholder not shareholder value. Congress seeks direct state investment in the banks to follow logically on the state guarantee and so take the upside for the risk-bearer, the PAYE taxpayer. If Vulture Capitalists are given shares in Irish banks, then we, the taxpayers lose, and Wall Street gains. And many financial employees will lose their jobs. Control of the vital banking system will lie abroad. Control of most Irish businesses’ liabilities, of much of the Irish economy, will lie with the predators of Wall Street.
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