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“Workers do not, for one minute, believe business people when they appeal for moderation in the name of competitiveness.  Most particularly they do not listen to bankers - nor should they, having regard to the disgraceful record of the banks over the last few years.”  
David Begg, Congress General Secretary, 2002
Introduction
Congress took a very contrary view to the liberal economic orthodoxy of rational expectations and free market fundamentalism that was dominant in Ireland from the mid 1990s. This policy was promoted primarily by the now defunct Progressive Democrats and driven within the coalition government by PD leader Mary Harney and former Minister for Finance Mr McCreevy. And despite the global collapse of the free market model in 2008 – coinciding with the demise of the Progressive Democrats – this outmoded ideology still shapes Government policy, particularly its response to the current crisis. 

Over the years of the boom, Congress advanced a competing vision for this country and argued that the low tax, low regulation model was unsustainable. We opposed the thrust and principle of Government policy in several key areas: 
Firstly, Congress opposed the pro-cyclical polices of tax cuts during the boom and sought certain, higher direct taxes. 
Secondly, we opposed ‘tax shifting’ – changing the structure of the tax system – whereby direct taxes were reduced and we became dependent on potentially unstable consumption taxes. 
Thirdly, we opposed the use of ‘tax breaks’ (or tax expenditures) for property investment. 
Fourth, Congress said the government should end ‘economic growth for growth’s sake’ and refocus on integrated economic and social development. 
Fifth, Congress and its member unions were strongly critical of deregulation and privatisation. 
Sixth, Congress was also strongly critical of the behaviour of banks and the financial services sector, at a time when most commentators seemed utterly in thrall to them. This was particularly true, with regard to the explosion in top executive pay, which was driven by perverse, short term incentives that encouraged reckless lending by banks and the now deeply humbled Masters of the Universe. 

More recently, Congress opposed the unattainable three year period of recovery to reduce the deficit as “too brutal and too quick.” Government insisted they were correct, but were forced to revise their target when the EU Commission ‘suggested’ it be extended to four years. 
When the cost of the Anglo bailout is included, our deficit stands at almost 15% of GDP – itself a shocking commentary on Government policy during the boom. 
Background
In the early years of Social Partnership - from 1987 to the early 1990s - Congress did trade wage moderation for tax concessions. But that policy ceased in the mid 90s, as the economy picked up. Instead, we sought improvements in the ‘social wage’: communal public services, education, health, public transport, schools etc.

We did not seek did not seek deep tax cuts in the boom and we consistently opposed taxation policies that we now know fuelled the boom and exacerbated the bust. 
But throughout those years, it was only the voice of the free marketeers that was heard. This lack of diversity of opinion contributed to the depth of this crash. A crash we would have had, but ours is one of the worst in the developed world, with an unheard of collapse of 20% in GNP between 2007 and 2010. It is now impacting most on the poorest, exacerbated by deliberate government policy.

Our voice was heard, but seldom heeded. In Social Partnership, we were provided with opportunities to express our contrary views on privatisation, de-regulation, tax-cutting, pro-cyclical economics and excessive remuneration. We recall people listening, but with wry, tolerant smiles. 
One lesson of the Great Crash is that it is incumbent on us now to literally institutionalise dissenting voices so that they may give pause to a repeat of the brash, irrational exuberance that has broken our economy. 
If taxes had not been cut so much from 1998/99 onwards, the public finances would be more stable today. We would not be borrowing so much for day-to-day spending and for huge corporate welfare for the banks. Cutting taxes during a boom, especially from 2001 onwards boosted private sector spending (accelerated by low interest rates) and so inflated the bubble. 
Had Mr McCreevy left taxes at their 1999 or 2000 levels
 the bust would have been far smaller. 

A number of economists and other commentators have, over the years, wrongly asserted that Congress and trade unions sought to narrow the tax base and were supporters of the property boom. This is untrue. Some may have seen successive Social Partnership agreements as our endorsement of Government policies. The two are very different. 
The erroneous commentators included an Irish Times editorial
 in March 2007, columnists such as Stephen Collins, Garrett Fitzgerald, and academics Barry
 and Haughton
 amongst others. For example, Garrett Fitzgerald
 asserted that populist tax cutting was “pursued without any serious criticism or even comment by most economists – or indeed by trade unions.”

These errors may have originated because, under early Social Partnership, there was a reduction in then very high income taxes
 in return for wage moderation. But from 1995/96 on, Congress sought tax adjustments to eliminate ‘fiscal drag’ (impact of inflation and wage movements). We were also keen to get those on low incomes out of the income tax net and in later years to stop taxing average incomes at the top rate. 
Some commentators assumed or asserted that Congress had looked for tax cuts every year since the later 1980s. In fact, we were vocal on maintaining the higher rate on income, the 20% Corporation Tax rate (which was only reduced from that rate in 2002 and then to 16%) and higher capital taxes.
1. 
Cutting Taxes in a Boom
Congress sought major improvements in the provision of public services, education, health and investment in our poor infrastructure, public transport, etc. It was obvious that it could not happen unless taxes were maintained at a reasonable level. Almost alone, we opposed the ‘low tax economy’ - promoted by the Progressive Democrats - especially low taxes on profits and (high) incomes.

Over the years, Congress and its member unions, sought and achieved tax credits, instead of tax allowances,
 which made income taxes much fairer. We were the driving force in their introduction arising from the report of the Expert Working Group on Tax Credits. We consistently and vociferously opposed the reduction in the top rate of income tax,
arguing for wider bands and increased allowances/credits, in line with movements in wages. We said that the top rate should only apply to high earners, not those just above the average industrial wage. Those were the hallmarks of our pre-budget submissions over the past fifteen or so years.

Congress was against higher taxes on consumption. Trade unions have also long campaigned against tax breaks for business, unless they are costed and the benefits clearly demonstrated. This has rarely been done by the Department of Finance and then only ex post.
There were large Budget surpluses (current account) for no less than ten years. That was in spite of cuts in income tax, in corporation tax, in capital gains taxes and in inheritance tax. In fact, the aggregate surpluses on the current account totalled a staggering €58bn (see chart below). 
Of course, the tax base had been shifted to spending taxes and developed an unsustainable dependence on stamp duty. Thus it was to collapse in 2008, when the property bubble finally burst. 

In a letter to Mr McCreevy, then Minister for Finance (February 13, 2004) David Begg, General Secretary of Congress, said: “Your overall policy is to reduce taxes on companies and on individuals, but also to reduce and close allowances and exemptions…….And you did reduce tax rates over time. 

But Mr Begg went on to point out that in the recent Finance Bill “you retained many of the tax breaks, especially for property.” 

He said the shift to consumption/ administered taxes was driving up inflation and had contributed to a rise in the CPI, over one-third of which was caused by indirect taxes.

In a response (February 18), Mr McCreevy was unapologetic: “I have consistently said that my priority is direct tax reduction to reward effort and enterprise and to let the taxpayer keep more of their earnings in their pockets. This means that indirect taxation must be maintained to fund public services.” (our italics)
There were a number of obvious problems with this approach. Firstly and most destructively, the Minister was cutting direct taxes during a domestically generated boom. In other words, he was stimulating spending (property investment) and thus inflating the bubble. Most serious economists,
 were aware of this, if unaware of the strong and ultimately more dangerous link to the banking system.

Secondly, the Minister appeared to be aware that tax loopholes or ‘incentives’ as beneficiaries call them, can be detrimental. He said that he had terminated several reliefs including “seaside resort relief - a very costly relief introduced by my predecessor.”  And he pointed out that: “The one sure way to generate a tax code riddled with tax breaks is to pursue high nominal rates.” 

Yet as the record shows, he and his successors, persisted with these incentives, especially for property. As Finance Minister, Brian Cowen took tentative steps to abolish many of them, but only over a very long time frame. Even in the 2009 Crisis Budget, his Government insisted on retaining major tax subsidies for ‘private’ hospital properties, until 2013!

Thirdly, Minister McCreevy was engaged in ‘tax shifting’, which left us more reliant on less stable forms of revenue. When the crash came, a large proportion of these taxes disappeared overnight. 

i. 
Keep the Top Tax Rate
Congress was against cutting the top rate of income tax, at all times. Our view was that it should remain at 48%, but should only apply to those on high incomes. The Government began to reduce the top rate in 1999, but yet continued to tax modest incomes (just above the average industrial wage) at the top rate.

In 1999, Minister McCreevy cut the rate by 2% and continued to cut it down to 42%. It was cut further by Minister Cowen in 2007. But a failure to increase the tax bands adequately meant that the rate continued to apply to average incomes. 

In our 2004 briefing, Tax Cuts did not Create the Celtic Tiger http://www.ictu.ie/publications/fulllist/tax-cuts-did-not-create-celtic-tiger/)  we illustrated in some detail how the tax cuts came after the Celtic Tiger was roaring in the very late 1990s, and that it was not tax cuts which gave rise to the Tiger performance of 1987 to 2000. Low tax advocates were wont to claim that tax cuts had generated the boom. 
The average effective tax rate on all incomes had been around 20-22% during the 1990s. By 2002 it was down to 15%.  For industrial earnings, the cut in the average effective income tax rate was from 25% in the early to mid 1990s, to 19% in 1999/00, but then sharply down to around 11% in 2001, 2002 and 2003. Again the big cuts were made during the boom.

The property boom began in early 2001. 

Congress also pointed out that regressive spending taxes were high in Ireland, with the implicit rate on consumption in 2002 at 25.8% against a weighted average of 19.5% in the EU15 and much less elsewhere. We showed how 28% of the total price rise to August 2004, was caused by increased indirect taxes imposed by Government. 

In an Irish Times op-ed in Spring 2004, Congress Economic Advisor Paul Sweeney warned that “it is extraordinary that the Government continues to give total tax write-offs to investors in property in an economy where property prices are overheated, where house prices have trebled since 1995 and where all property is expensive.” 
 
He then listed many other tax breaks to investors and called for higher taxes, overall, pointing out that Ireland is “not a low tax economy for most of its citizens. It is a medium tax country for most of us and an extraordinarily low tax country for some.” 
Minister McCreevy cut the rate of Capital Gains Tax (CGT) in half, in 1999. The business and economic establishment applauded this regressive move. Their line was that the low rate doubled tax revenues. They singularly ignored the economic impact of reducing taxes in a boom. At that time, the single-minded orthodoxy of the business and economic establishment and the media commentariat was shocking. Some in the business press tolerated no dissent. In short, the interests of banking and building became synonymous with Irish society as a whole. 
In 2005, Congress remarked on how policy was now driven by a small, ideological minority, a “tiny group of conservatives have a clear vision – a small state, little public spending and low taxes.” 
 

By contrast, Congress advocated increased taxes for higher earners to dampen the speculative boom and promoted the Nordic Model as one which represented a more equitable and sustainable example for Ireland to follow. 

Did Low Corporation Tax Encourage Bad Practice?
It is almost certain that the low rate of corporation tax in Ireland was a negative influence of the behaviour of the banks and corporate standards generally.  
The low taxes on profits meant higher bank profits were available for retention for building up capital reserves, or paying out in dividends.  AIB and Bank of Ireland made very large profits and paid out large dividends, over recent years.
  

While these dividend payouts were not out of line with those in the UK, the US and EU, the profits on which they were based arose from utterly reckless lending by the boards and executives. The boards of the Irish banks were made up of the elite in Irish business - the strongest defenders of our low Corporate Tax regime.

In a recent academic paper, Congress advisor Paul Sweeney concluded: “Low corporation tax did not result in entrepreneurship that would add long term value within an economy.  It can be argued that low taxes allowed the banks to keep most of their profits, and so the high after-tax profits acted as a disincentive to the boards to act responsibly and to be prudent in their lending. Thus the low tax regime may have contributed, in some not insubstantial way, to the near destruction of the banks and to the immense harm done to the Irish economy by the boards of these Irish banks.”
 

ii. 
Congress did seek some Tax Adjustments
For the record, Congress did seek adjustments in direct taxation for workers each year, to adjust income tax in line with movements in wages and to counter ‘fiscal drag’. In addition, we called for specific reforms such as gainsharing, tax relief on trade union subscriptions - similar to the relief enjoyed by professionals for membership of their representative bodies. While the cost of countering fiscal drag was large, due to the number of workers affected, most other reliefs we sought were quite minor in scope and cost. 
Incomes generally rise faster than inflation. It is the work of trade unions to ensure that this is the case, taking one year with another, to ensure that workers’ real incomes and thus standards of living rise over time. 
It is argued, correctly, that incomes in Ireland rose faster than those in other EU states. This was catching up. Ireland still has not reached the levels of other leading EU countries. Productivity, high in Ireland, still rose in the Noughties, but quite slowly. As wages are a factor in competitiveness - but not equal to it, as some wrongly assert – this did reduce Ireland’s competitiveness to a degree. 
Total labour costs (more important than wage movements or levels, to employers) are still relatively low in Ireland and Congress has strongly emphasised the importance of boosting productivity
 if only to ensure that living standards continue to improve. 

A number of commentators have said that the recession was caused by an explosion of public spending.
 But as the chart shows, despite major direct tax-cutting, current revenue exceeded current spending as a percentage of GDP and further, in many of the latter years, all capital spending was from current resources. 
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The following chart, a variation on the one above, shows the year-on-year change in both current expenditure and revenue. In most years, even with the cuts in direct taxation, revenue exceeded spending except 2001 (the McCreevy ‘political stimulus’ for the election year) and marginally in 2002, until the Crash of 2008.
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Congress, along with our affiliated unions argued for increased public spending in order to improve the quality of public services. It is widely acknowledged that increased spending on public services is one of the most effective ways of bringing about greater wealth redistribution and improving the value of the ‘social wage’.
The Benchmarking Process

From an economic perspective, it is correct that the rise in Irish public spending did contribute to the pro-cyclical economic policies of the Government. Part of the increase in public spending can be attributed to the substantial rise in population
, citizens’ demands for improved public services in a wealthier economy and some can be accounted for by improved pay rates for people who work in the public service. Congress reached agreement with Government on increases in pay for public service workers as part of the Social Partnership Agreements concluded during the Celtic tiger era and part of the increase in public spending included the process that became known as ‘benchmarking’.  

In the past, pay determination in the Irish Public Sector had been much criticised for the practice of providing a means by which large groups of public servants sector workers could secure pay increases by reference to movements in pay for other public sector workers. Agreement was reached with Congress on a process that would end this system of cross-sectoral relativities. In its place would be a system where the pay of workers in the public sector would be reviewed periodically, by reference to comparable grades in the private sector. 

The process was designed to reflect two broad principles: that it is not desirable for public sector pay to lead pay determination in the economy and secondly, that pay rates in the public sector should be capable of attracting and retaining high quality people. 
To date, there have been two benchmarking reviews of pay in the public sector. The first resulted in average pay increases of 8% which were phased in over a two year period. In order for public sector workers to receive the bulk of the first benchmarking increases they had to agree to productivity measures which resulted in cost savings. The second benchmarking review recommended no increase in pay for most public sector workers and there are still some groups who have not been paid the award that was made to them.     

The payments made to public sector workers as part of the first benchmarking exercise were criticised. Critics of the payments, including many economists, argued that these payments were unjustified. 
As a party to the process and as trade unionists, we supported these payments to our members. However, all the increases under benchmarking have been unilaterally rescinded
Debate and criticism of the process is entirely legitimate. But few, if any commentators, devoted similar levels of attention to the hugely destructive pro-cyclical policies pursued by Government between 1999 and 2008. The cost of Benchmarking was a cumulative €1bn and was offset by increased productivity that was independently verified. It pales into insignificance in comparison to the damage done by the freewheeling, free marketers.
Had the income tax rates of 42% and 22%, from 2000/01, been maintained several billions
 extra would have been taken out of the booming economy over the ensuing years. A similar sum would have been gained in additional tax revenue for the rainy day – which is today. Of course, the impact of income tax is affected by changes in rates, bands and credits. 
Furthermore, had the rate of Capital Gains Tax not been halved overnight in December 1999, how much heat would have been taken out of the construction industry? Had the rate of Corporation Tax not been reduced progressively from 38% from March 1997, it would have also taken some steam out the economy, although not at the same rate as the other tax cuts.  
Lost Investment Opportunities by the Private Sector
Congress constantly pointed out that while average Irish incomes were rising they were unequally distributed. There was much poverty, while our public buildings, schools, hospitals and our transport systems were poor. While investment in our capital stock soared from 2000 - by a substantial 80% - most of that investment was in housing. 

Ireland’s enterprise leaders are largely risk-averse, asset-backed speculators who have been rewarded by the Great Crash: the taxpayer has been forced by the Government to bail most of them out. While the state invested a great deal in productive infrastructure, especially in roads, private sector investment was largely in houses, commercial offices and shopping malls. The public sector did invest in other productive infrastructure like water, waste and sewage, public buildings and public transport. In our view public investment was not at the level it could have been at, considering the revenue surpluses. There was no financial constraint on public investment dealing with the infrastructure deficit – just the ideological obstacle. The commercial state companies had a large investment programme too especially in electricity, gas and aviation. 
Telecom investments have been very low. Ireland lags way behind on broadband, the core of the so-call Smart Economy. As one stockbroker economist said: “Investment by the private sector in core productive stock [was] pitiful.”
 
Ultimately, an ideological obsession with privatisation on the part of Government saw a profitable, debt-free Eircom sold off in 1999, even as it was investing heavily in new systems and technology. Privatised, then asset stripped it cut back dramatically on investment, to Ireland’s great cost. 
.

iii. 
Unions were not Quite Alone

Happily, trade unions were not alone in our criticism of the tax cutting regime of the Government. In its 2009 report - Ireland’s Five-Part Crisis: An Integrated National Response - the National Economic and Social Council (NESC) reiterated its previously stated principles of taxation policy held for at least a decade. These had been unanimously agreed by all NESC members, including the Department of Finance and employers’ representatives. But they were ignored by the two Ministers for Finance in the taxation policies which the Government pursued since Budget 1998. 

Back in its 1996 report Strategy for the 21st Century, NESC said that its priority in income tax change was “the reduction of the tax burden for lower to middle income earners.” The Council noted that ‘”in practice, this implies that priority should be given to increasing the basic allowances, rather than a reduction in income tax rates, as the latter would provide only limited relief to the lowest income earners.”
Again in its 1999 report Opportunities, Challenges and Capacities for Choice, the Council restated these views and cautioned against the “proliferation of discretionary tax reliefs” which erode “the tax base and the effective progressivity of the tax system” (NESC, 1999). In its 2002-3 Strategy report, it stated that:  “While Ireland continues to have a tax and welfare system that significantly reduced the degree of inequality in market incomes at any given time … the overall balance of tax and welfare changes have been more favourable to those on higher incomes.” (NESC, 2002).
The ESRI warned of overdependence on construction back in Winter 2004, and also warned of a sudden collapse in the housing market and the exposure of the economy to a sudden reversal. However, with large budget surpluses, it was sanguine on the pro-cyclical tax cutting fiscal policy, though it did call the Budget “quite stimulatory.” 

In Winter 2005, the ESRI was more concerned with pay trends, especially in the public service, than with the fact that fiscal policy was pro-cyclical. It welcomed many of the measures in the Budget. A year later, it was concerned at how much higher the Exchequer surplus was than it had forecast -  a €2.2bn difference, but it was quite critical of the boost to consumption, due to the SSIAs, the taxpayer stimulus to the middle class. The ESRI did warn of a possible “dramatic slowdown in revenues, when the property market slows.”  It also warned against cutting income tax rates. 

In Winter 2007, ESRI did warn of the unsustainable nature of the recent growth experience - as the Crash began. It forecast very low growth and an implied a soft landing. Regrettably, it was too optimistic and GNP collapsed by 20% between 2007 and 2010. Unemployment soared, emigration grew, tax revenue collapsed, while demand and labour force participation fell.
2. 
Tax Shifting
The point made by Mr McCreevy regarding taxpayers keeping money in their pockets flies in the face of tax as a mechanism of redistribution. It also fails to address a more critical fact: that taxpayers then have to pull more money out of their pockets to pay for essentials. 

Mr McCreevy also denied that the high consumption tax regime was pushing up inflation and the overall price level in Ireland. Yet Irish consumer prices were already the second highest in the EU15 and were to rise further, proportionately. This fact has dawned on most economists only very lately. 

And their solution - cut workers wages. They are still wedded to the idea that the role of the state (and unions) is to stay out of the way of business. 

In the Irish Times on 20 November 2004, Congress Economic Advisor, Paul Sweeney called for “a rebalancing of the tax base.”  He was critical of spending taxes which took up 46% of all taxes, said that income taxes were low and that the effective rate on average industrial workers had been halved from 22% to only 11% in just five years. He quoted Nobel economist Stiglitz on Ireland as saying that “all the evidence is that the low tax, low service strategy for attracting foreign investment is short-sighted."

In a 2004 Montreal conference address on Ireland, Sweeney said: “Mr Ahern’s Government’s economic and social policies have been driven by its minority partner, which is neoliberal on economic issues. The Government took power with a very sound economy in 1997, but has not pursued a progressive economic and social programme, but rather has redistributed upwards. Indeed its tax policies are quite regressive. Many would hold that while Mr Ahern has allowed the conservatives to control economic policy, social partnership has mitigated its worst excesses.”

He continued: “The Irish economic miracle (1990s) was not generated by free market, tax-cutting, policies, but more by a mixture of European social partnership, state intervention in the economy and state assisted investment.”

In a statement issued on August 23, 2008 Congress said Government was pursuing “policies of high taxes on low incomes and on spending, and low taxes on high incomes and low taxes on corporates.” 

The statement pointed out that “Irish price levels are a very substantial 14% higher than average prices in Europe. Much of the burden of Ireland’s high prices has been imposed by Government with its heavy reliance on spending taxes.”  
The point was reinforced with an opinion piece in the Irish Times -  Irish Cost Burden still among the Worst in EU- which argued for a concerted effort to reduce prices, including by shifting taxes from consumption to incomes and attacking tax breaks, especially those on houses which had “helped to push up the prices for years.”

A response letter to the Editor from Department of Finance made the valid point that there had actually been a shift away from consumption taxes since the 1970s (the key was that customs tariffs were very important then) and disputed the role of indirect taxes in its cause and pointed to wage inflation as a cause. It said that indirect taxes had not been raised in the previous two years. 
However, with one of the highest rates of VAT in the world, it was by then unnecessary to raise them during a boom. The shift from direct taxes had already been made and there were substantial revenue surpluses in the artificial boom. The role of administrative taxes in boosting inflation was ignored by Government. 

3.
 Opposition to Tax Breaks 
“Property Tax Reliefs Crazy and Should be Scrapped – ICTU”
 Irish Independent, October 27, 2005.

“ICTU Calls for Abolition of Most Tax Breaks for Firms” 
Irish Times, October 28, 2005.

Congress campaigned vigorously against the tax shelters (also called tax breaks, tax expenditures, or tax subsidies) relating to property and against schemes without a proper cost-benefit analysis (such as the BES), the low CT and CGT rates and the low CAT on inheritances
. 
As far back as 1982, Congress Economic Advisor, Paul Sweeney, (then an economist with the ITGWU) exposed the fact that the Irish banks paid no Corporation Tax at all. This was achieved by the use of an unintended tax expenditure. This was when the nominal rate was 50% and the subsidy to banks and business (it was shared) was borne by workers. 
The abuse of Section 84 Leasing reduced the then nominal 50% rate of Corporation Tax to zero for all Irish banks. It was supposed to act as an Anti Avoidance measure but it was twisted into a tax avoidance scheme by one of the large accounting firms. Rather than simply lend to firms to buy plant and machinery, the banks bought it themselves and leased it back to firms, though at a rate slightly lower rate than it otherwise would be (subsidised by the general taxpayer). The banks then wrote off the plant etc which they now owned against their tax. Thus the banks reduced their tax to zero. 

The trade unions campaigned against this tax expenditure and it led to the Bank Levy and the eventual termination of Section 84 Leasing. However, it had cost the taxpayer a staggering €1,100m in tax foregone in current prices, during the lean 1980s.

It is of interest that this unintended and uncosted,
 tax avoidance scheme was supported by the IDA and state promotional bodies as a way of reducing taxes for corporations. This tells much about how policy is formulated in Ireland especially when the beneficiaries are powerful. 

It is tale that is endlessly repeated, with the Government and its agencies far too quick in “donning the Green Jersey” for Irish capitalists, without thinking through the consequences and real costs of tax breaks, subsidies and deregulation. Again, the interests of private business are conflated with the interests of Irish society.
Congress was critical of the many tax incentive schemes that appeared to have been introduced without thought as to their cost or economic impact. 

We were, for example, the first to call for the taxation of the Blood Stock Industry – something which was eventually (if reluctantly) implemented. 
In 2003, we said of the Artists Exemption that “it should be re-examined with a view to re-structuring it to assist ‘struggling artists’.” A high ceiling was later introduced. 

Lobby groups like the Institute of Taxation in Ireland (ITI), which represents tax practiconers, supported the scheme, uncritically. But, regrettably, ITI normally favours subsidies for business, without considering the real cost, the opportunity cost nor the effect on competition or on society. 
In 2004 we said Capital Gains Tax on Land should be restored to 40%. We were also vocal in opposition to the very indulgent manner in which tax dodgers masquerading as ‘exiles’ were allowed to enter and leave “Ireland at will, without contributing to the State in which many have made their fortunes.”  News of their presence usually came by way of the gossip columns or ‘society pages’ and they often used the opportunity to deliver a lecture on how the country should be run. 

Congress opposed increasing the size of the Business Expansion Scheme (BES) in 2006, not because we disagree with subsidies
 for small business, but because we wanted a cost/benefit analysis to see if it delivered value for money (VFM). 
Incredibly the Department of Finance, guardians of the public’s purse, published a “survey” which “found BES benefits business.” This merely asked the beneficiaries if they like the BES. Guess what? They loved their free subsidy from the taxpayer! 

Yet financial expert, Dr Jim Stewart of Trinity College, had previously done a major study of the BES schemes and found them seriously wanting
. 

Ironically, Government constantly preaches the virtues of VFM all the time, but only in regard to public spending of cash, not tax breaks!  
Our demand for a cost-benefit analysis of the BES generated considerable hostility. It is also noteworthy in light of the subsequent economic boom/bust, generated in part, by bad fiscal policy, that Dr Stewart apart, not one academic economist took on board the concerns about waste and the necessity for evidence-based policy making. 
Business interests were livid, a sentiment that was reflected in media coverage of the issue. Chambers Ireland and ISME “applauded Minster Cowen’s decision” - Chambers called the subsidies “wealth enhancers.” Meanwhile, in its usual understated manner ISME described our opposition to corporate welfare as a “pernicious threat” and “Luddite!” 

The saga demonstrated how critical faculties were left outside the door during the boom years and business interests became confused with the public interest! 

Bad for Business

Over the years, Congress voiced opposition to tax subsidies for investors in Private Hospitals. It was an original study of the health system organised by Congress – The Health Report – which first revealed the true cost of private hospitals to the taxpayer and the huge losses that could result from the bizarre co-location initiative.

Congress is of the view that some subsidies do not help business and may actually do damage, in the long run. Thus, the myriad of property subsidies which cost €3bn directly in lost taxes, ended up costing us far more because they helped inflate and wreck the economy.
When the major review of industrial policy - O’Driscoll Report – was published in July 2004, Congress criticised its endorsement of the low direct taxation policy. We said all tax breaks should to be abolished “especially those based on property”
  and argued that the group should have urged government to phase out tax subsidies for business: “Tax breaks for business are not a sustainable economic strategy.” We argued that the focus should be on developing tangible competitive advantages.
4. 
Not Growth for Growth’s Sake
In May 2006, in a review of a Congress briefing paper - The Coming Challenges of Productivity - Brendan Keenan of the Irish Independent pointed out that we were critical of the pursuit of economic growth for its own sake and said that Congress has “noticed that the number of new jobs far exceeds the growth in the labour force” with the difference having to be being filled by immigrants.
In a 2004 pre-Budget Submission Congress sought the introduction of a series of linked measures which, cumulatively, would have dampened the property boom then gathering pace. These included: 
· A development or Land Value Tax; 
· A Windfall Tax on profits arising out the rezoning of land for development; 
· A Local Authority Levy on the added value of land arising from the development/improvement of local infrastructure (transport systems such as Motorways or rail); 
· Legislation to allow local authorities to combine the public auction of development rights with a licensing system to ensure development actually took place.  
Six long years later, in May 2009, the damage done by speculation was graphically illustrated shown when the CEO of AIB Eugene Sheehy admitted that “the bank’s mistake was to lend too much for development land in Ireland.” 
Too late. Now the Irish taxpayer is stuck with a multi-billion euro bill for the bailout. 
In 2005, addressing the CORI social conference, Congress General Secretary David Begg dealt with Government attitudes to growth. He was critical of what he called “the materialist ‘live now, live hard, while we can’ attitude of many” and said we were failing to invest in the future. He cited one exception, one concrete example of planning for the future -  the National Pensions Reserve Fund (NPRF). 

Five years later we have a major pensions crisis on our hands and the NPRF has been plundered to fund the biggest corporate welfare scheme in our history.

In a speech to the Green Party conference in Kilkenny the same year, Mr Begg said:  “Maximising economic growth for its own sake no longer has a social dividend and may in fact have social deficits build in.” Economic development requires “complementary social development,” he said. That plainly did not happen. 
Regrettably, Governments persisted with demonically pro-cyclical fiscal policies and transformed a vast surplus into a gargantuan financial black hole. If we meet the objective to reduce the deficit to 3% by 2014 then our cumulative current deficits will have amounted to an even greater €66.7bn than the combined surpluses of €58bn of the boom years. That’s some legacy. 
5. 
Opposing Deregulation 

“We believe that markets do not regulate themselves and that best outcomes do not happen spontaneously.”

- David Begg, address to UCD Business students, November 16, 2001.
In a 2001 address
 David Begg said of the debacle that resulted from a privatised Eircom: “Deep concerns expressed by the trade unions in the company and the long-term effects of these trends were categorised as ‘sectional’ interests and dismissed.” 
Eircom was taken over by a private equity firm controlled by Tony O’Reilly and George Soros and leveraged with huge debts, which prevented it from investing in networks and services. 
Eircom today is a very pale shadow of the debt-free, highly profitable and high investing company that it was prior to privatisation.
The lack of investment in broadband in Ireland has meant that Government was forced to re-enter the telecommunications market.  What irony!
In the speech to CIPD in 2002, David Begg was highly critical of the EU trend towards “constant erosion of the role of Government in the economy.”

Indeed, in the same year, Congress made a submission to the Department of the Taoiseach as part of an official consultation on regulation and ‘reform’ of the existing regulatory framework. The Congress submission (Towards Better Regulation) http://www.ictu.ie/publications/fulllist/towards-better-regulation/ was noted in an official report on the process, issued in December 2002. 

The Congress document noted: “The impetus behind this wave of regulatory ‘reform’ can no doubt be linked to the belief that equates the deregulation of markets and the privatisation of public utilities with economic efficiency and better services for citizens and customers. 

“Its overriding objective is to serve the interests of property owners and shareholders and it has a firm belief, effectively an ideological one, that all obstacles to its capacity to do that – regulation, controls, trade unions, taxation, public ownership etc are unjustified and should be removed.” 
To counteract this tendency, Congress very presciently recommended that: “Public policy should lead and guide regulators and the regulatory processes should be engineered to ensure that regulatory decisions are accompanied by a balanced scorecard, which indicates their impacts on both consumer and public interest objectives.” 

Eight years on we live with the enormous consequences of Government’s determination to ignore advice such as this and, instead, allow private interests and naked ideology to dictate policy. 

‘Red Tape’ & Competitiveness
Congress opposed the agenda of liberalisation and privatisation at every opportunity.
 Along with Eircom, we said the break-up of Aer Rianta (now DAA) would not work, (it didn’t) and would be costly and wasteful (it was). 
Congress originated the idea of nationalising the West Link Toll bridge and throwing it open to the public, toll free. It was nationalised but not in the manner in which we had wanted. In 2006, we expressed our disappointment that the state was paying so much for it, while increasing the tolls.

In 2005, Peter McLoone, then President of Congress, and Paul Sweeney were the only two members of the 16 member National Competitiveness Council (NCC) to oppose the low direct tax and anti-regulation views of the other members of the Council. In a Minority report in the Competitiveness Challenge in 2005 (p27) they said that they did not regard “the regulation of business and the labour market as ‘burdens’.”

The Council had extolled the low regulation regime in Ireland. The report of the majority said “one of the strengths of the Irish business environment over the past decade has been the light administrative and regulatory requirements faced by firms particularly compared with other EU countries.” It went on to cite financial services as one of the most successful internationally trading sectors which were attracted here because “the level of regulation on Irish industry is perceived to be light” relative to many of the other countries benchmarked. It also stated that “regulations are not perceived to significantly inhibit product market competition in Ireland.” 

It went on to warn of the danger of “rising regulatory compliance requirements” and of the need to check the “Growth of Red Tape” (their capitals) and what it called the “Regulatory Compliance Burden” (again, capitals). It also said Ireland’s rankings were deteriorating, due to increased “regulatory compliance requirements” and the “impact of recent corporate governance legislation in particular.” 

Is it any wonder the economy crashed? 
6.
Opposition to the Explosion in Executive Pay, especially in the Banks

In a speech to CIPD in 2002, David Begg pointed out: “Workers do not, for one minute, believe business people when they appeal for moderation in the name of competitiveness.  Most particularly they do not listen to bankers - nor should they, having regard to the disgraceful record of the banks over the last few years.”  

Congress was highly critical of the banks, of banker remuneration (see below) and of top pay in both the public and private sector - but especially in the latter, where it was out of control. We dealt with these issues in our report Narrowing the Pay Gap, which was published at the start of 2008. http://www.ictu.ie/download/pdf/economic_briefing_narrowing_the_pay_gap.pdf
It explained how the determination of the top executive pay was rigged and how it “responded” to perverse incentives, calling it “inflationary and inflammatory remuneration.” It highlighted the flight from transparency – from the disclosure of accounts, the rise of unlimited companies and listed the pay of the top bosses, including Mr Goggin of “successful” AIB with €4m, and the pay of Anglo Irish Bank’s bosses. It was also critical of the pay of top public servants.  

(Congress also said the banks should be nationalised. In Autumn 2008, when the Bank of Ireland could not meet its obligation to pay a dividend on the cash injection by our members, the taxpayers, it seems clear that perhaps we were right on this too.)
The growing pay gap between an elite of over-remunerated executives and ordinary workers was, in our view, an indication that something was seriously amiss in business. It is ironic as people become more educated - implying convergence on incomes - the opposite happened in the neoliberal era.
The huge remuneration packages were based on a “bonus” culture driven by perverse incentives for top executives. It was not encouraging greater and smarter effort but reckless risk taking. 
Nobel economist, George Akerlof of Berkeley, is scathing of ‘pay for performance’. This now standard practice in boardrooms, especially Wall St and finance, is “risky business” he argues. He is an advocate of Identity Economics, using new ways of examining risk and reward.
We pointed out in Narrowing the Pay Gap that the explosion in executive pay, supposedly linked to the performance of companies, had led to reckless lending by the bank bosses here and worldwide. The incentives were set by the so-called non-executives or independent board directors, nearly all of whom have been proven to be pussycats on a gravy train. 
The incentive, as we saw it, was ‘to lend recklessly, boost short-term profits and get huge bonuses’. This was applied down the line to bank managers and they all got on the ‘incentive wagon’ and they got their rewards – unfortunately for them - paid in now near worthless bank shares.

On April 6, 2004, Paul Sweeney responded to AIB bank director and former member of its remuneration committee, Jim O’Leary, who had called for a low pay rise for workers. Sweeney pointed to the grossly excessive pay of the AIB directors, where the CEO (Buckley) had enjoyed a pay rise sanctioned by Mr O’Leary and his AIB board colleagues of a staggering 50% - bringing it to a whopping great €1.4m. 
This was when the AIB board was actually destroying the total value of the bank (and almost the Irish economy). On top of that, the non-executive directors, like Mr O’Leary, had awarded themselves a 25% increase, bringing their fee to €92,700 each. This for a few meetings a year. And what value-destructive decisions were being made at many of those board meetings!

But running Ireland’s biggest bank is a responsible job which deserves to be so well remunerated, it might have been be argued. What is not debatable is that the board of AIB ultimately destroyed the bank’s total value, reducing it to below zero in a few short years. Its collapse also endangered the Irish economy. Over €11bn in cash (to date) has so far been paid in taxpayer subsidies to these once great thrusting paragons of private enterprise.

Unlike several of his board colleagues, Mr O’Leary did resign from the board of AIB. Several of the directors of two of these three banks, AIB and Bank of Ireland, still remain in situ, as Appendix 4 shows.

Several board members of the three banks had also been appointed to important public bodies, including regulatory ones, by the government. Most have resigned from the state bodies following their roles in destroying the value of the banks and in the Irish economy, but many still retain strong links with the very top Irish companies and institutions. This is in spite of their pivotal role in the collapsed banks. This tells much about the ethical attitude still prevailing at board level in some Irish enterprises.
In Narrowing the Pay Gap we warned that bank regulation had failed. We focused on one bank, Anglo Irish, before it collapsed. We listed the pay of the top bankers and we also focused on the huge disparities in wealth. We pointed out in a detailed table, that the mere ownership of enormous wealth generated massive annual incomes. At top, Sean Quinn, then the richest man in Ireland, was “earning” at least €277m a year, back in those better days, from his assets. 

Something had gone seriously wrong in the world on pay and reward, we thought. The gap between the top four executives in the US in Fortune 500 companies, which had been 33 times above the average workers till around 1980, began to soar in the Reagan/Thatcherite era of inequality and so-called free markets. It rose to 100 times average workers pay in the early 1990s and peaked at a disgusting 785 times in 1999. It was still a grossly inequitable 350 times in 2004/5, the last time Fortune measured it. 

7. 
Congress was Correct on the Period of Recovery
The period of adjustment to meet the Growth and Stability Pact target of a deficit of 3% of GDP by 2013 was strongly opposed by Congress. It was originally planned by the government for a short, harsh three years to 2013.  We said it was too short – that it would be very deflationary and too hard on the economy and on jobs. We were criticised and received no support from any other organisation.

We were proven correct when the EU extended the period of recovery to four years and we now forecast that it will be further extended. This is simply because the current deflationary policies will make it impossible to achieve the target of meeting the Growth and Stability Pact target of a deficit of 3% of GDP in that timeframe.
8.
The Need to Overhaul Corporate Governance
The crisis is so deep that a radical overhaul of corporate governance is required. Corporate Governance must not just be confined to the immediate governance of companies and the way in which companies are run by top management.  
Corporate Governance must include new assessments of their companies’ priorities, including the obsession with short-term “shareholder value,” to the exclusion of the interest of other stakeholders;  accountancy standards; regulation in all other areas too; the role and system of remuneration of professional advisors i.e. lawyers and accountants (conflicts on audits and other advice) and other professional firms and the dominance, ethical integrity and conflicts of the Big Four accounting firms and the Big Five legal firms in Ireland.
Consideration must be given to replacing the Anglo Saxon model of “shareholder value” in Irish company law. This gives too much power to top management, as it did in the banks in the Anglo American economies. If the system of ‘shareholder value’ corporate governance is not radically reformed in the West, it is very likely that there will be another deep recession within 10 years. 

Expert on Corporate Governance, Professor McSweeney of London University at Royal Holloway says that “The rise of the ideology and practice of maximising shareholder value – or more accurately shareholder wealth - is not a triumph of economic efficiency. Instead it reflects and reinforces the growing power of an increasingly assertive financial elite. Maximising share value is not equivalent to maximising corporate, national economic, aggregate social value.”

We must radically change Irish company law from the narrow interest of shareholders, i.e. the “shareholder value model” to the broader stakeholder model, like in Germany, the Nordics or even Japan. Jack Welch, the Father of Shareholder Value, admitted that the whole basis of company law, based on shareholder value was wrong. He did not just recant. He said that “shareholder value is the dumbest idea in the world”. Welch now admits that it is a result and not a strategy. He now admits that employees, customers and products matter. 

There has to be a more inclusive corporate governance – where the wider interests of workers, consumers, suppliers, the communities and the environment must be considered by company boards, under law, not  just shareholders.

Congress has long held the view that when the Irish Government thinks it is being “pro-business,” it can actually be working against it. For example, the pursuit of pro-cyclical economic polices in the property boom, combined with massive tax subsidies to builders and speculators, exacerbated the boom and the bust. These policies ultimately put many builders, banks and other firms out of business. 
Similarly, this government’s policy of facilitating reduced financial disclosure and transparency has worked against Ireland’s reputation.  It has been destroyed by a few top company directors, aided by state regulators and some in the major professional accounting and legal firms. 

This government’s policies which are ultimately anti-business include,  a) its provision of loopholes like “unlimited company” status (no published accounts, no matter how large the company); b) its bizarre move to reduce disclosure limits for companies, under proposed companies legislation; and c) its failure and unwillingness to introduce measure to protect whistleblowers (who could have saved the banks). 
A recent Grant Thornton review on the extent of compliance with the Combined Code by Irish Companies, found many Stock exchange companies were non-compliant. It concluded that the voluntary approach to the Code has failed and that the only acceptable solution is to incorporate governance principles into legislation. 

The Government must radically reform corporate governance of firms otherwise it will be difficult to restore international confidence in Ireland as a suitable place to invest and to do business. But just as importantly, the balance of power is too narrowly vested in top executives under shareholder value dominated Irish company law. 

The best way to demolish ‘Cosy Irish Capitalism’ as the Financial Times described Ireland’s economic governance system, is to shift power from shareholders to all stakeholders.
In practical terms, unions representing staff in the banking sector – Unite (Amicus); IBOA – called for staff participation in terms of bank governance arrangements and in the Financial Consultative Panels, which advised the Regulator. The proposal was ignored.

Additionally, union calls for Whistleblower legislation were also ignored. Consequently, those that did come forward to blow the whistle on questionable practices suffered as a result. 

On a more basic level union criticism of the management developed performance-driven reward systems and target setting, both of which ignored good lending practice, were dismissed. It is worth noting that unions also raised similar concerns and misgivings at an EU level, through bodies such as the European Trade Union Confederation to which Congress is affiliated. 
9.
Conclusion
The fiscal, regulatory and governance policies advocated by Congress during the eight years of the domestically-generated boom have now been proven to be correct. Had they been followed by Government, this deep crisis could have been largely avoided. 
The speech by Taoiseach Brian Cowen
 on (some of) the reasons for the crash is most welcome.  His admission that some of his government’s policies, especially the many tax breaks, exacerbated the collapse is a constructive contribution to the debate to ensure that it does not occur again.  However, his analysis is deficient.  He neglected the pro-cyclical tax cutting which was the main cause of the collapse, the lack of regulation, the shareholder value model of company law and the fact that he did not abolish all the tax breaks and left them all in place for many years!

Over the next few years Ireland will become a relatively high tax economy. This was unnecessary and would not be the case had Government pursued more sustainable regulation and incentive policies. 
Now, as things stand, we have no idea how far they will have to rise to underwrite the taxpayer’ subsidies for NAMA. It will be at least €25bn according to the ESRI - which is 80% of the total tax revenue for 2010. 
It has been seen that Congress and its member unions were against cutting taxes, especially in a boom. We were keen to keep a third higher rate of income tax and we were strongly against the Government’s myriad expenditures/subsidies,
 especially to property investors and developers. 

The unions were not quite alone in their opposition to the destructive pro-cyclical policies, with a few bodies like the NCC, NESC and ESRI (to a limited degree) on the prudent side. But, massed on the other side was Government, its Department of Finance and the overwhelming bulk of media comment. Indeed, the failure of the financial press – in its broadest terms – to question the thrust of Government policy, is one very striking feature of the boom. 

Too often, they provided platforms for financial economists who were simply pumping up the boom. 

If Congress was at fault, it was because we were too muted, too polite, in our opposition. Many thought that as part of Social Partnership we actually shaped policy and that cuts in direct taxation were part of our agenda. Some academics have even asserted this. This report shows that the opposite is true. 

We did seek increased public spending with the growth in population, in tax revenue and to enhance the social wage through better public services.

The deregulation of financial services in Ireland all but destroyed the Irish banking sector, the construction sector, business confidence, the tax base, hundreds of thousands of jobs and the whole economy. Ireland’s experiment with free market fundamentalism has been a very costly failure. 
There is a pressing need for the banking inquiry to examine the wider reasons, which contributed to the collapse of the Irish banks: why were neoliberal ideas so dominant and critical voices not heard? What role did the media play in the crisis? 

Diversity of opinion can help to ensure that it never happens again. 

The inquiry would be very valuable if it also examined the role of the professional advisors to the banks – the big accounting and legal firms. 
A radical overhaul of the entire system of corporate governance is required. Corporate governance must not just be confined to the way companies are run by top management.  

It must include new assessments of company priorities, including the obsession with short term ‘shareholder value’ to the exclusion of other stakeholders and areas like accountancy standards. The Anglo Saxon model of ‘shareholder value’ has not serviced Irish business, taxpayers, employees or consumers well. It should be replaced with a more European system of governance. 
It was a failing of Social Partnership that Congress’ dissenting view was articulated but not acted upon with regard to the crucial economic matter of bank regulation. Ireland’s consensus had strongly supported the idea of the ‘mixed economy’ in the past when the private sector was weak, but it moved rapidly to a particularly virulent strain of free market fundamentalism in the 1990s and beyond. Ireland became the Poster Boy for this ideology. 

The current Minister for Finance admitted in June 2009 that: “We did overheat the economy, I have always accepted that and I made that clear in my last Budget speech.” He said that while he was not a member of the Government at the time, he had however supported the policies which led to the overheating
.
Ultimately, any investigation into the banking crisis should highlight the necessity to ensure a role for staff as key stakekholders and this must translate into employee participation in decision-making processes and governance. 

Appendix 1

Congress Policy over the Years

1996 Congress Pre Budget Submission:

 “…..a responsible approach to public expenditure must be taken in the Budget.  This means that further progress should be made to improve the Debt/GNP ratio while reforming public expenditure to ensure better quality of services, greater efficiency, value for money and improved morale in the public service.”
The submission noted that the objectives of the then social partnership agreement, the Programme for Competitiveness & Work (PCW): "that income tax strategy will focus resources on improving the position of lower and middle incomes and, in particular will have two priority goals:- 
(i)
Alleviating the burden of taxation on workers with low incomes, particularly those with families; and

(ii)
Raising the income threshold at which the higher rate comes into play".

In 1998, Congress sought:

Significant tax concessions for low and middle income earners; Implementation of the Social Inclusion Programme, through increased social investment in education, health and welfare; Phasing in of the National Minimum Wage in accordance with Congress proposals.

In the 1999 Budget Congress sought: 

To reduce tax on low and middle income earners; investment in social inclusion; Investment in education and training, information and communications technologies and public transport; Tackling tax evasion and fraud;
In the 2002 Budget Congress sought:

To reduce the numbers entering the tax net by removing the minimum wage from income tax liability; Increase personal and PAYE Credits; Keep workers on Average Industrial Earnings out of higher rate band; Widen the standard rate band; Develop a refundable tax credit system. 
In 2004, Congress’ sought: 
Tax reforms to help build a more equitable society, including the expansion of tax bands and tax credits; Removal of workers on the Minimum Wage paying tax; Stop workers on the average earnings paying at the top rate of tax; End tax exemptions/loopholes for companies, with the exception of legitimate capital allowances; Commitment to tax coordination in EU to end the race to the bottom on tax; An end to new and increased ‘stealth taxes’; Reduction in spending taxes.
In 2005, Congress sought

Exempting of all income up to Minimum Wage from tax; No worker on average industrial earnings paying at the top rate, and 80 per cent of tax payers to pay at the standard rate; Adjustment of tax credits and bands to preserve the value of wages; Tax relief for childcare costs/provision  including a minimum tax credit of at least €20/week and tax relief up to an initial €50/week for parents using approved and receipted childcare; Existing thresholds for PRSI and levy payments adjusted in line with wage movements.
We also said: “The many economic tax ‘incentives’ should be eliminated for both personal and corporate taxpayers. The major tax exemptions appear to be tax breaks on investment on property.”
On the Property-Based Tax Avoidance Schemes, we said: “The former Minister for Finance indicated that he would terminate many of these schemes, but he changed his mind and extended them. In a prolonged property boom, it is extraordinary that the government continues to use taxpayers’ money to subsidise property investment.” 
Elsewhere we noted that “The rates of taxation on capital are lower effective rates than those levied on the incomes of workers…..”
Appendix 2
The Board Members of the top three Irish Banks in 2007

This is a list of the board members of the top three Irish banks in 2007, just before the Crash. Many of the board members are accountants, several were active in financial regulatory standards bodies and several were key players in IBEC, including its President. Many had been appointed to important government bodies, including regulatory ones. Seventeen of the same directors still remain on the boards of AIB and BOI, despite their key role in the collapse of both banks!
Many bank directors retain strong links with the very top Irish companies and institutions, in spite of their role in destroying the value of these three collapsed banks and threatening the whole economy. The combined worth of these three banks peaked at over €60bn, and is now worth nothing. They survive courtesy of support from the taxpayer. Several of these directors remained on the boards of AIB and BOI in 2010!

* means still a director in 2009/10.

AIB Board (2007)
Dermot Gleeson Chairman

Barrister, former Attorney General

Eugene Sheehy – Group Chief Executive

Adrian Burke 
Chairman of Coyle Hamilton Willis Limited and Director of Dairygold Co-Operative Society

Kieran Crowley* Founder of Dyno-Rod franchise in Ireland. Director of AIB Group (UK) p.l.c.A member of the Government appointed Advisory Forum on Financial Legislation. Former Chairman of the Small Firms Association and member of the Irish Business and Employers’ Confederation (IBEC) National Executive Council

Colm Doherty* Managing Director AIB Capital Markets now CEO as an internal appointment

Donal Forde MD Ireland.

Stephen Kingon* CBE BA,DBA, FCA, FCIM

Former Managing Partner of PricewaterhouseCoopers (accountants)  in Northern Chairman of Invest Northern 

Anne Maher* was a Member of the Professional Oversight Board (UK Financial Reporting Council); was Chief Executive of The Pensions Board for Ireland, the Irish Pension Regulator,  Chairman of the Irish Association of Pension Funds, and Board Member of the Irish Accounting and Auditing Supervisory Authority.

Dan O’Connor* is now Executive Chairman and was chair of the  Audit Committee and a Director of CRH plc, former President and Chief Executive Officer, GE Consumer Finance Europe, and former Senior Vice-President of General Electric Company. 

John O’Donnell* FCMA, FCCA – Group Finance Director who Joined AIB in 1989 as Associate Director.

Sean O’Driscoll* – Remuneration Committee Chairman, Group Chief Executive, Glen Dimplex. Appointed by the Irish Government to the high-level group overseeing Ireland’s Asia strategy

Jim O’Leary  was Chief Economist at Davy Stockbrokers, and is a lecturer at Department of Economics at Maynooth. 

David Pritchard* Chairman, AIB Group (UK) p.l.c. and was  Group Treasurer, Executive Director, and Non-Executive Deputy Chairman of Lloyds TSB Group plc; also spent two years as secondee at the Financial Services Authority while employed at Lloyds TSB.

Bernard Somers Director of DCC plc, Independent News & Media plc, and Irish Continental Group plc (Irish Ferries) (his brother Michael ex NTMA head, is on the board in 2010)

Michael J Sullivan Served as US Ambassador to Ireland from January 1999 to June 2001 and as Governor of the State of Wyoming, USA, now on board of Kerry Group.

Robert G Wilmers* is Chairman and Chief Executive Officer of M&T Bank Corporation (“M&T”), Buffalo, New York State. 

Anglo Irish Board (2007)
Sean Fitzpatrick appointed Chairman in January 2005. A Chartered Accountant, he also served as Chairman of Smurfit Kappa Group plc(whose CEO was on the board of Anglo too) and is a Non-executive Director of Aer Lingus plc, Greencore Group plc, Gartmore Irish Growth Fund plc and Experian Group Limited.

Lar Bradshaw was a former Director of McKinsey Inc. and former Managing Director of McKinsey Ireland.  He was also Chairman of state owned  Dublin Docklands Development Authority from 1997 until 2007, the state body which was involved in costly property dealing.

Noel Harwerth  - Deputy Chairman of Sumitomo Mitsu Banking Corporation Europe Limited, and a Director of Royal & Sun Alliance Insurance plc.  She was previously the Chief Operating Officer of Citibank International Europe.

Tom Browne an executive director, joined the Board in January 2004.

Anne Hearty is Chief Executive of CPL Resources plc.  She was also Director of state own companies Bord Na Mona plc, Forfas and chaired Skillnets. She was a director of the Irish Stock Exchange.

Gary McGann is Group CEO of the Smurfit Kappa Group plc, whose chair was Seanie Fitzpatrick..  He resigned as Chairman of the Dublin Airport Authority, and was a Director of Aon McDonagh Boland Group and United Drug plc and is a Fellow of the Association of Chartered Certified Accountants.

Ned Sullivan is Chairman of Greencore Group plc and o McInerney Holdings plc.

Fintan Drury ex RTE, joined the Board in May 2002. He is Chairman of Paddy Power plc and Platinum One Limited.

Michael Jacob is a Fellow of the Charterd Institute of Management Accountants.  He is Chairman of Slaney foods Limited and the Lett Group and Deputy Chairman of SIAC.

Declan Quilligan is Chief Executive of the Group’s operations in the United Kingdom.

Pat Whelan was Anglo’s Managing Director for Ireland and is/was a member of the Institute of Bankers.

 (57), who joined the Board 
Bank of Ireland Board (2007)
Non-Executive Directors

Richard Burrows, Governor. Former chief executive of Irish Distillers Group (1978-2000). A director of Pernod Ricard SA and of Cityjet Ltd (age 61)

George Magan, Deputy Governor. Chairman of Babcock & Brown Global Partners, Chairman Carlton Capital Partners, Chairman, Mallett plc, Chairman Morgan Shipley (Dubai).

David Dilger, Chief Executive Officer of Greencore.

Paul Haran* is a Former Secretary General of the Department of Enterprise, Trade & Employment.  He is a Director of Glanbia plc. He is Chairman of the National Qualifications Authority of Ireland, Chair of Edward Dalton Ltd. and also chair of UCD Michael Smurfit School of Business and Principal, UCD College of Business & Law. He is on the Forum of the Economic and Social Research Institute, a Council member of the Irish Management Institute and a member of the Road Safety Authority.  He chaired the Working Group on Legal Costs for the Minister for Justice.

Denis Holt*, Group Chief Executive Officer of AXA UK plc and is also with Lloyds TSB Group.

Caroline A Marland, Managing Director of Guardian Newspapers, a former member of the main board of directors of the Institute of Directors in the UK and a former director of Burberry Group plc.

Declan McCourt,* Chief Executive of automotive distributor, the CHM Group, a director of Fyffes plc, Blackrock International Land plc, Dublin Docklands Development Authority (see Lar Bradshaw).

Thomas J Moran, Chairman, President and Chief Executive Officer of Mutual of America Life Insurance Company.  A member of the Taoiseach’s Economic Advisory Board, the boards of the Irish Chamber of Commerce in the USA, the North American Board of the Michael Smurfit Graduate School of Business.

Terry Neill* Former Senior Partner in Accenture the consultants and former chairman of its global Board. Now of London Business School and a member of the Boards of CRH plc and Trinity Foundation.

BOI Executive Directors 

Brian Goggin, FCCA Group Chief Executive. Joined Bank of Ireland in 1969.

John O’Donovan* FCA Group Chief Financial Officer.

Des Crowley,* Chief Executive  UK Financial Services joined Bank of Ireland in 1988 from Arthur Anderson & Co and held a number of senior management positions as Head of Systems.

Richie Boucher,* now CEO, and is an insider as he was Chief Executive Retail Financial Services Ireland in 2007 and he joined the Group as Chief Executive, Corporate Banking from Royal Bank of Scotland in December 2003.

Denis Donovan,* Chief Executive Capital Markets. He joined Bank of Ireland in 1985 from the Central Bank of Ireland.

Group Limited.

ends
� Top income tax rates were at 46% in 1999 and 2000, being cut to 44% in 2001 and then cut further to 42% in 2002. Corporation tax was at 28% in 1999, and was cut by four per cent annually to reach 12.5% in 2003. Capital gains tax rates were at 40% for many years and were halved to 20% in 1999. 


� “The Government has, deservedly, been held responsible as the prime architect of our economic ills. But the social partners are not without blame. They sat around the negotiating table in Government Buildings while unsustainable economic policies narrowed the tax base and fuelled public spending and the building boom.”


� Barry, Frank, in a paper to Columcille Winter School  28th February, 2009 and ESR Vol 40 Spring 2009 on “Social Partnership, Competitiveness and Exits from Fiscal Crisis” & in Irish Times book review, 17th April,2010.


� Haughton said “the government promised to lower taxes if wages were restrained and labour peace restored. Thus began a dynamic that has been maintained since, and that differs sharply from the European norm where government promised more welfare payments rather than lower taxes in return for wage restraint.” He was correct until around the mid 1990s but since then Congress has called for better public service with some limited (considering the resources) success. For some reason most commentators, albeit not industrial relations experts, seemed to think that Congress was looking for tax cuts every year, when in fact any adjustment which we sought on income tax was to ameliorate fiscal drag.


� Irish Times, 7th November 2009


� Three rates, with top at 53%, 48% and 39% in 1990/91.


� Paul Sweeney, Irish Times, 17th April 2004 and again in 19th December, 2005 he pointed out in the article that Ireland’s current expenditure had become the lowest in the EU as a percentage of national income.


� Tax credits are much fairer than allowances, with many high earners getting much bigger tax breaks than those lower incomes. Economic Advisor Paul Sweeney and IMPACT’s Paddy Keating, both tax experts, were members of the Expert Working Group on Tax Credits which devised the system which was introduced.


� From 1992/93 the top rate was abolished and we sought its retention for high earners. We wanted middle earners to pay at the middle rate which became the higher rate. There were just two rates from then on, initially 48% which average industrial workers paid. 


� The CPI data allows a calculation of “administrative charges.”


� This would exclude the then very influential coterie who were working for the finance houses, insurance and property companies, who dominated the airwaves of public broadcasting and print media.


� Irish Times, 17th April 2004, “If we want hospitals, then we have to end the tax breaks”.


� Paul Sweeney, Irish Times 19 December 2005.


� In 2008, Allied Irish Banks, whose board must have known by then that they were close to collapse, still paid a dividend €720m on an after-tax profit of €885m. Thus 81% of profit after tax profit was paid out. The average pay-out in dividends from profits by this bank for the six years to 2008 was 40%. The imagined profits of AIB, which were largely spurious, amounted to a staggering €8.32bn in the period, while the dividends, which were real and paid out in cash, came to €3.3bn. 


Bank of Ireland, which also failed in 2008/09 and had to be bailed out by the Irish taxpayer, paid out an average dividend over the six years to its collapse in 2008 of 40% of its profits. The imagined profits of Bank of Ireland, which were also largely spurious, amounted to €7.47bn in the period, with the dividends, which were real and paid out in cash, came to €2.93bn or also 40% of profits.


� Sweeney, Paul, 2010, “Ireland’s Low Corporation Tax: The Case for Tax Coordination in the Union,” in Transfer, European Review of Labour and Research, Spring, 2010, Brussels.


� See for example “Coming Challenges in Productivity”, Spring 2006.


� Eg Garret Fitzgerald on Vincent Brown Programme on 9th February,2010 


� Population grew by 632,000 between 2000 and 2008 or 17%


� In Budget 2001, estimates for both reductions were €371m in the full year, but the cost greatly  increased annually. For example the cut of 1% in the top rate in 2007 cost €186m in a full year, then.


� Davy Stockbrokers, “Years of High Income largely wasted”, February 2010


� “The Irish Experience of Economic Lift-off” paper read at “A Colloquium to Celebrate Ireland’s Presidency of the European Union, Montreal, May, 2004


� The NCC was consistent in its opposition to property tax breaks and indeed it called for a property tax. Further, it also drew attention to the high price levels.


� Congress has supported some tax expenditures for lower and middle income groups such as those on pensions and some “incentives” (such as Film Relief). However, we have sought major reform of pension tax breaks for high paid persons.  


� Sweeney did cost it in a paper to the Statistical and Social Enquiry Society of Ireland, on Industrial Policy, Vo XXVI, No 4, 1992 at £857m between 1980/81 and 1990/91.


� provided the taxpayer funded subsidies are targeted and costed.


� Stewart, Jim, IBAR vol. 13 1992, pp. 129-149.). 





� Later published as a book. Tussing, A Dale, & Maev Ann Wren, 2006, “How Ireland Cares”, New Island, Dublin.


� Paul Sweeney, Irish Times, 9th July 2004


� The Budget current surplus in 2005 was €6,353m or 4.6% of GNP!


� To Worker Directors Group, 19th October.


� Sweeney in Examiner, 18 March 2004, Irish Times 14 July 2005, “A new Governance Structure for State Companies”, Summer 2005 Sindo 22 May 2005, Paul Sweeney “Selling Out: Privatisation in Ireland” TASC New Island 2004, etc


� Prof Brendan McSweeney, “Maximizing Shareholder-Value: A Panacea For Economic Growth Or A Recipe For Economic And Social Disintegration”? Journal of Critical Perspectives on International Business, 4.1, pp. 55-74, 2008.








� 13th May 2010


� See Congress’ Submission on Tax Expenditure to Dept Finance May 2005 and most Budget submissions.


� Irish Independent, 26 June 2009
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