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Chapter 1 [image: ]




  | FATHER AND SON




  The young boy felt very secure on his new bike. He’d just got it for Christmas. When he first saw it, he realised straightaway that it was

  second-hand, but someone had so lovingly scrubbed and polished it that the Triumph Twenty sign sparkled. No one would know the difference and he hadn’t the heart to point out that the tops of

  the spokes were marked with tiny flecks of rust that even the most vigorous cleaning couldn’t erase.




  He cycled as hard as he could and the low winter sun glimmered off the handlebars as his long shadow stretched out in front of him. He raced past the Garda Station on Rochestown Avenue and

  across to the hospital where the people who had bad car accidents learned to walk again. That was the reason his dad was following him in the car, his mum said, so as not to have an accident, so as

  to be safe.




  He loved having his dad drive behind him. His dad had just made the old speedometer work. It was attached to a dynamo on the front wheel and, as the boy pedalled down the hill, the little hand

  pointed to 16 miles per hour. He wanted to scream out to his dad and tell him how fast he was going. He wanted to impress him. He’d be in school in no time and then he’d have to say

  goodbye until after the bell. His father would wait for him and then they would go the 3 miles home again, him cycling like Eddie Merckx and his dad following behind, keeping him safe.




  He worked his legs until they felt like jelly and he had to stand on the pedals and freewheel to catch his breath. It was still early and the frosty air caught in his throat and made him cough.

  He looked behind and his dad, in his suit, smiled back from the front of his orangey-yellow Hillman Hunter.




  What was going through his dad’s mind as he listened to the news on the radio? All that stuff about factories closing and taxes and petrol price rises and something called the EEC which all the adults seemed to talk about.




  The little boy didn’t know anything about these things. All he knew was that Kenny Dalgleish was Scottish and so too were his dad’s mum and dad, his grandparents, and that made him

  closer to Kenny Dalgleish than anyone else in his class. And that also made him closer to the best player in the world, and when Scotland won the World Cup that year—as everyone said

  ‘Ally’s Army’ would—he would feel as if part of him had won it, even if Scotland wasn’t Ireland, and he could explain that to his friends.




  His dad fixed his tie in the mirror at the traffic lights and, when the boy looked around, his dad pulled a funny face that made both of them laugh.




  He hated traffic lights because then you had to start all over again and he was already boiling in his duffle coat and Leeds Utd hat, with his schoolbag strapped to his back and the big flask

  weighing it down. Traffic lights weren’t fair.




  Every morning now his dad woke him. At first it was strange having him in the house. He used to leave before the rest of the family had even stirred, gone into the black dark of morning, the way

  the other dads on the road must’ve done. The boy would only see him on really cold mornings if the car didn’t start and everyone would have to get up and push it until it spluttered and

  coughed its consumptive way into life. It was like the boy down the road with the stammer and all the effort it took him to start the sentence, stuttering and gulping for air, and then finally out

  came the word and then he continued speaking non-stop as if he knew that when he stopped he’d have to start the whole torture again.




  At the first spark, his dad would jump in and off it went with a friendly quick double toot, his dad laughing in the mirror at them as they waved, black exhaust fumes belching from the

  stuttering jalopy.




  But now his dad was home in the mornings. In fact, he could be home all day if he wanted to be, although you wouldn’t know it, because every morning before half-seven he put on his suit,

  tie and London Fog Mac as if he were going to work.




  He told the little boy that he had a new job in Bray with ‘our uncle Joe’. But in reality he had nowhere to go. So he went with his son to school, pretending to the whole road that

  he was just going to work as he always did.




  He must’ve stayed out all day, traipsing around, replying to job adverts, trying to remain busy. Later he told his son, when he got old enough to understand, that he had rejection letters

  piled high. He never gave up writing these letters for jobs he wasn’t qualified to do. Most places told him that, at 45, he was too old. These must have been dark, dark times.




  His mother kept it all from him as he was the youngest and just liked having his dad about so this was the best of all worlds for him. But he could tell from the hushed conversations in the

  kitchen after he’d gone to bed that this was serious. Sometimes he pretended to be asleep but he waited on the stairs in the dark and listened. But it all sounded so boring to a 10-year-old

  and, normally, his dad came up to sing him to sleep so life was brilliant with his dad at night and in the morning. Adults were always a bit serious anyway, the way they talked about money and

  people on the telly. That’s just the way they were.




  Luckily his mum was a teacher and there was an income in the house. But these things—like unemployment—were not supposed to happen to people like them. It wasn’t in their

  script. Their script was one of aspiration, of upward social movement.




  SUBURBAN DREAMS




  Everyone on our road came from somewhere else and we were on the move. This was Ireland of the 1970s. The country had experienced a mini boom at the end of the 1960s that lasted

  until the mid-1970s. We hadn’t heard of the 1980s yet, so there was no reason to be fearful. The future was bright.




  Home was a smallish suburb—a comfortable place of bungalows, pebble-dashed semi-Ds, corrugated cement roads, scratched record collections and daily soccer games of ‘three and

  in’ on the road using gates as nets. Mostly our dads went out to work and our mothers stayed at home.




  People seemed to like each other and, contrary to the more disparaging commentary on the faceless nature of Irish suburbs, there was a strong sense of community. Friendships were enduring;

  funerals, communions and weddings came and went and everyone attended them. If we were not quite dropping in for ‘a cup of sugar’, people knew each other.




  These were Ireland’s first instant communities, testament to the extraordinary flexibility and adaptability of all of us. We were uprooted people, thrown together, and for many of our

  parents, it was their first time living away from home. For the children, it was normal to go around in big packs of 10 or more. And it was normal that everyone’s granddads and grannies came

  from all over the country.




  The three-bed semi mazes that sprang up in our cities in the 1950s, 1960s and 1970s were the first real melting pots in the country. Strange as it may sound, these places were our Brooklyn, our

  Finsbury Park, our Bowery. Many of our parents had never seen—let alone talked to—people from different counties or even towns before. Now they were sharing driveways. Galway lived

  beside Wexford, Cork beside Cavan. The rooted rural culture of Kerry was tied by the shared sitting room wall to the urban, dispossessed culture of north Belfast.




  We were all blow-ins from somewhere else. Nobody knew what our grandparents did for a living or who were ‘our people’ and we didn’t care. We were all uprooted, looking to

  create a new life.




  Typically, the parents had left small towns and villages in the 1950s and early 1960s to come to Dublin to find work. They paired up quickly and got married. Had they not ended up in Dublin,

  they would have moved on to Coventry, Toronto or New Jersey.




  People here were gelled together by the promise of a better life for themselves and their children. We lived in the future.




  WHAT’S IN A NAME?




  From places like this, the aspiring middle classes began their ascent, constantly looking upwards, anxious not to fall back down. Sure there were some people who were slipping

  back, having been born in swankier areas, but they were a clear minority. Most of us were on the march, on our way up. And it felt that way until the 1980s stopped us in our tracks.




  If the 1980s were about survival, the decade or two before were about social improvement, as people tried to carve out their niche and reinvent themselves in the great suburban tapestry of

  self-improvement.




  My parents moved into this suburban estate in 1958. A pope had just died. At the first meeting of the residents, one of the more devout new neighbours suggested that the place be called Pope

  Pius the Twelfth Road. Well, there was uproar. An Orange Lodge would have taken it better. Despite possibly 90 per cent of the residents being religious, mass-going Catholics, the thought that you

  might call the place after a pope, a priest or a patriot triggered hysterics in the social anxiety gauge which chimed away inside the head of every aspirant housewife.




  Council house estates were named after popes, not private roads. In the end, someone from the upwardly mobile instant community came up with the thoroughly English—and therefore,

  posher—name of Windsor Park. It was passed by the road committee unanimously. The street beside us was christened with the eminently home counties’ moniker of Richmond Drive and next to

  that was Ashton Park. With these names we had clearly distinguished ourselves from the corporation estates across the main road—Oliver Plunkett Crescent, Rory O’Connor Park and St

  Patrick’s Road.




  In such an environment, where movement upwards was the suburban dream, dads didn’t lose their jobs. That was unthinkable.




  IN THE CITY WHERE NOBODY GOES




  My name was down for the local posh school since I was two months old. After national school, I’d be going to a school that had given the country presidents and surgeons

  and Fergus Slattery.




  My dad must’ve worried that I’d be bullied when it became known that the skinny new boy with the red hair had a dad who was out of work. He was as protective as any dad, but he felt

  that ability to protect had been torn away.




  Of course he never said anything. He kept it inside and as months went by and the rejection letters piled up, he must have been beginning to give up hope. He told me he loved me no matter what

  the new big boys said. I didn’t understand what he meant and just wanted him to keep playing soccer with me in the back garden and driving behind me to school. I didn’t mind about any

  big boys because we were now together all the time and that’s what counted.




  Dad’s day was an elaborate hoax of false leads, fabricated meetings and important destinations: the crucial thing was not to be noticed. Mum told me to tell anyone who asked that Dad was a

  liquidator, and I suppose in a way he was when the company folded. But ultimately he was liquidating himself. However, the word sounded good. A liquidator. It sounded impressive.




  One afternoon, we drove together in the orangey-yellow Hillman Hunter to a strange place. I was so excited. I now recognise it to be Werburgh Street beside Christchurch. Back then, it was

  ‘in town’. I’d never been in town apart from trips to Santa at Clery’s so this was a huge adventure. I asked him where we were going, peering out over the dashboard at

  people and places that were alien to me, and funny little streets with women pushing prams piled high with clothes and children, boys of my age but hundreds of them.




  This place was about as far away from our suburban road as you could possibly imagine. I couldn’t wait to tell my friends at home about this odd world that existed beyond the borders of

  ours. I thought no one I knew had ever been to a street like this. And that was the point: no one we knew would ever come to a place like this and so this is where my father signed on and hid his

  failure from our world.




  He looked at me as if to say, ‘Please understand, son’ and left me in the car. He walked, examining papers that were in his pocket, into a strange building, which had those

  chain-smoking women pushing those prams with the clothes. I saw my dad in the half-light of the room.




  Something didn’t fit. He was standing at the back of what looked like a queue. That was strange because he told me he was dropping something off to a friend who worked in the funny

  building in the funny street in the strange part of the city that no one we knew had ever seen. Maybe there were loads of friends dropping things off to the same friend and that was why Dad had to

  queue. I continued playing Colditz with little plastic soldiers, using the dashboard of the Hillman Hunter as my battleground.




  Then he re-appeared, looked around, put his head down, stared at the tarmac and slunk into the car.




  When I think back to it now, he was broken with shame. The shame of being redundant, the shame of being out of work, of having to put his hand out to the government for the dole, of not having

  the self-worth to be valued by anyone except his 10-year-old son who loved him anyway. After all, he drove behind me to school and played football in the back garden and he bought me sweets after

  the visit to the funny friend in the strange building in that faraway place where everyone pushed big prams that I told him would make great go-cart wheels.




  ‘Can we come back here, Dad? Please.’




  He couldn’t wait to get out of the place. He looked ahead as we drove through the drizzle. I asked him about the queue; he didn’t answer. Who were all those people in the half-light?

  And who were all those women with the prams? Dad looked so sad.




  At night, when he walked the dog on his own, still in his work suit and overcoat, what went through his mind? There he was, strong, fit, honest as the day is long, and he was on the slag heap.

  He couldn’t talk to anyone. Maybe we weren’t really a community after all. We only spoke of success, of a week’s holiday to Spain and the new colour TV. No

  one talked about failure.




  Of course our neighbours must’ve known, as they whispered behind his back, and many of them were probably going through something similar.




  But no one mentioned it, these were the suburbs—death was better than redundancy. Maybe, like the family down the road the year before, we wouldn’t be able to pay our bills and we

  would slip down, silently sucked into the quicksand of failure. There’d be no posh school for me, and my mother’s hopes and dreams, which were wrapped up in the magic letter from the

  priests about starting big school on the first of September, would be shattered. All because my dad was a failure. He had lost his job, no one wanted him and he was to blame.




  Deep down he knew that everyone also knew. His rituals didn’t fool anyone, not the suit and tie, the elaborate charade of the drive to work every morning, or the incessant public

  chirpiness of the privately tormented man. These neighbours were equipped with the heightened social antennae of the anxious classes. They could smell trouble a mile off.




  In later years, he told me that after he’d followed me to school, he’d head to Sally Gap and walk for miles. Sometimes he’d go to Brittas or even some huge rural church where

  he’d sit at the back for hours trying to count down the giant slow-moving daily clock of the unemployed. Maybe there were others with him, other broken men trying to come to terms with their

  life in an economy that didn’t work.




  But back then the little boy didn’t care. He had his bike and, even if it wasn’t new, it was shiny and fast and he had his dad behind him, making him feel safe.




  2009




  This is the story of this book. It is about why good people are broken by bad economics. Today, there are thousands of people like my dad in our country. We have to help them.

  My story has a happy ending. Miraculously, my dad did get a new job and unemployment for him was a temporary nightmare. His self-esteem was handed back to him, by the same invisible force that took

  it away in the first place.




  The entire episode was put into a compartment in our family’s history. But he never forgot it and neither did I. We chatted about it, Dad and me, a few weeks before he passed away earlier

  this year. He said it was terrible to see young people idle again in Dun Laoghaire. He said he thought all that was over. He asked me what was going to happen.




  ‘You understand all this stuff now, son. We really didn’t have a clue in my time but we know now, don’t we? What are we going to do now?’




  Deep down, the reason I ended up choosing economics in university was not because I was naturally good at it—I was better at other subjects—but I immersed myself in the cold world of

  graphs, equations and charts because I wanted to understand how a good man could be diminished by a system. How did this system work? As a boy, I couldn’t figure out how my dad, who was

  honest and hard-working, meticulous and frugal, could be surplus to the needs of the economy. Who decided this and who made Dad look so sad when we drove back in the rain from the strange place in

  town where he’d given his friend something? Who were these men in suits from political parties who came on the telly with their grave faces, telling my mum and dad to tighten their belts? And

  why did my dad turn off the TV every time they came on?




  I needed to understand economics to make some sense of what had happened and to comprehend how the warm feeling of a 10-year-old boy being looked after by his dad as he cycled to school could be

  seen as a bad thing by everyone else. How could it be something that his dad shied away from and was embarrassed by? How could something so loving be kept from the neighbours as if it were a

  stain?




  A GOREY STORY




  Gorey is typical of the type of town that flourished in the boom and is now capsizing. Gorey has the biggest secondary school in the country, testament to the huge increase in

  the young population, the new estates and the vibrancy of Ireland’s babybelt. From 2002 to 2006, Gorey saw its population jump by a staggering 36 per cent.1 This is the story of many other similar towns, Naas, Newbridge, Navan and Drogheda outside Dublin, Carrigaline and Ballincollig outside Cork, Claregalway and Oranmore outside

  Galway and Ennis up the road from Limerick.




  In the past 12 months these types of places have been hit by an economic firestorm. Unemployment in Gorey has risen by 299 per cent.2




  These people turn up not just at the dole office but at the GP’s clinic as the interlinked emotional, familial and psychological impact of the recession begins to

  be felt. The doctor is overwhelmed. She doesn’t know what to say to them. How could she? She has gone from diagnosing type 2 diabetes, bronchitis and the flu to holding the hands of crying

  young mothers who don’t know what to do and who just want ‘it’ to go away.




  Her clinics are jammed from morning to night. The recession has changed the profile of her patients. Instead of a massive increase in the poor and the old which she would have expected, she is

  now flooded with new patients, with new ailments. For the first time, the majority of her patients are young, apparently healthy parents who can’t cope with the shock of being laid off.




  They are depressed, stressed and anxious. They can’t pay their bills and are falling deeper into debt. Most have children. Some are divorcing and many can’t see a way out. Her

  anecdotal observations are substantiated by research published by the Wexford local development authority. This found that over half of the people recently thrown on the dole have difficulty

  sleeping, one in two think that they are a failure, and 30 per cent said that they have trouble dealing with the free time they have.




  These trends are being repeated all over the country. Back in Gorey, one in three said that they were depressed and this was most prevalent among parents in their thirties.




  Out in our new suburbs, a new generation—the Juggling Generation—is sinking under the weight of huge debts, negative equity and the trauma of failure. They bought into the dream that

  they could juggle all the balls in the air, the new houses, the new jobs and the new children. They believed that the price of houses would continue rising. Why wouldn’t they? Every

  politician and businessman in the country told them it could only go one way. The media saturated them with seductive images of a brave new world where they could just hop on the Irish bus to

  success. All you needed to do was gather the deposit and you would be whisked away to an advertiser’s dream world of better stuff, better friends, better kitchens, better careers, better

  sex.




  The entire prospect was held together with the most fragile gossamer assumption that credit would always be available and the banks would keep churning it out. Now that the banks are bust, the

  game is up and these people, the Jugglers—our neighbours, brothers and sisters, daughters and sons—are taking the brunt of the slump and are presenting to doctors looking for Prozac to

  ease the pain.




  Like my father and others in the late 1970s, many thousands of mothers and fathers are living in that twilight world between debt, social welfare and the constant striving to do the best for

  their young children.




  The trauma of this sudden collapse in the economy is deeply psychological. Around kitchen tables all over the country today, couples are arguing over money, while trying their best to shield

  their children from the reality of a dream shattered. They too are trying to disguise the shame. Maybe, like my dad, they are putting on the suit, backing the Ford Focus out of the drive, waving to

  the kids and driving off into suburban oblivion in order to pass the time.




  One more rejection letter could send them off the cliff. People are under tremendous strain, knowing that they are behind on the mortgage, trying to keep body and soul together for the upcoming

  Communion and hoping not to have their own kids shown up by friends’ children who have the latest iPhone.




  As people lose their jobs, and unemployment rises by the thousands, affecting families, children, husbands, wives, parents, brothers and sisters, we should face the fact that this is a man-made

  catastrophe. We have to do everything in our power to get out of this meltdown as quickly as possible. If this means taking big risks and ripping up the rulebook, let’s do it. Unemployment is

  the enemy and if we don’t fight it, the implications for a generation will be traumatic.




  The Gorey story brings me back to my dad’s secret afternoon trip to the Werburgh Street dole office 30 years ago. I am once again the little boy cycling to school but now that I have the

  eyes of an adult, it is easier to see what we are going through.




  THE FIVE STAGES




  One way we can come to terms with the collapse of the Irish miracle is to regard it as a bereavement. Someone close, someone we expected to be around for a long while, has

  suddenly died and we all deal with death in different ways, at different paces.




  The Swiss doctor and psychologist Elizabeth Kübler Ross first developed a theory of the five stages of bereavement.




  When an economy has been hit by the type of disaster that has just visited Ireland, the population reacts to this type of loss similarly. We have lost money and jobs, and our houses are in

  negative equity. Many of us feel overwhelmed. If you are made redundant, a similar emotional rollercoaster cranks up, taking you into various stages before you recover. If you are told that your

  business is on the rocks or, more likely in the Irish case, if you are told that your assets should be halved to get their real value, but your liabilities have stayed the same, you need to adjust

  to the new reality and this takes time.




  The first phase of bereavement is denial. You can’t quite believe that something has happened. You avoid the news and try to get on with what you were doing in the hope that if you ignore

  it, it will go away. In the denial phase, you simply can’t digest the enormity of what has happened, so you don’t. We saw this in Ireland last year when people just could not accept

  what was unfolding in the economy. People put their head in the sand as the bills came in and the news went from bad to worse.




  In the cycle of bereavement, the second phase is known as the ‘anger’ phase. Here you want to hit out at someone or something. We want to blame everyone. Consider what is happening

  at the moment in Ireland. The government is blaming the bankers, the bankers are blaming the developers. The man with the overdraft is blaming the banks and the banks are blaming the man with the

  overdraft. The Left is pointing the finger at the Right. The public sector is blaming the private sector and vice versa. Everyone blames the politicians for overseeing the disaster and they in turn

  are blaming the rest of us for ‘losing the run of ourselves’. Pro-Europeans are blaming anti-Europeans and the farmers are blaming something called ‘Dublin 4 economics’. In

  short, we are in the anger phase. We will make many mistakes in this phase and we will get into huge divisive rows with each other.




  As the anger stage passes, the third phase begins: bargaining. This is where we try to negotiate with whoever we believe can help us. This is the stage where were try to get the dead person back

  or if we have just been diagnosed with a terminal illness, we promise that we’ll change our behaviour in exchange for a reprieve. Similarly, if a company is in trouble the owner will also

  bargain, holding out for a white knight to rescue him at the end. For countries, the same thing can happen. For example, Ireland is now being kept afloat by the generosity of the European Central

  Bank, which is injecting cash into our bankrupt banks, but this is hardly a long-term solution. We are also bargaining with the financial markets, pleading with them to come and rescue us if we cut

  spending and raise taxes. The country will remain in this phase for a while.




  The fourth phase is where we finally capitulate and slump into a depression. The fight is gone and we languish in our grief and loss. This phase can last for some time but it is the beginning of

  the recovery.




  The final stage is acceptance. We accept what has happened and move on. This is where we rebuild things and many psychologists argue that we are stronger emotionally having gone through all the

  phases of bereavement.




  Over the course of the next few years, Ireland is going to go through something similar. We will alternate between being angry, sad, frustrated and dark but ultimately we will pull through. Some

  of the stages will last longer than others. At the moment we are firmly in the anger phase. We are furious with those whom we deem created this problem: the bankers and the politicians who

  recklessly fuelled the boom. And, we are angry with ourselves for believing the hype. However, this phase will pass when we realise that we had better start bargaining very quickly as Ireland

  flirts with default.




  At the moment the central thrust of our economic policy makes no sense. We are doing all the wrong things, for all the wrong reasons, to protect all the wrong people. No country has ever emerged

  from a depression by raising taxes, bailing out useless banks and putting good people on the dole. The policy of this government will turn our country into a large debt-servicing machine for a

  generation.




  We have to make a stand and realise that the economic solution now being proffered by the mainstream is precisely the type of thinking that got us into the mess in the first place. In fact,

  laughably many of the people now advocating that there is now ‘no alternative’ are the very same people who never saw the bust coming and who told us in the boom that Ireland was

  different and we would experience a ‘soft landing’.




  Ireland is no different. There is an alternative based on sound economic theory and empirical evidence from all over the world. In every other country that has successfully engineered a recovery

  from debt deflation and depression, there is not one instance of a country adopting the policies our government is now adopting. We are now implementing policies for which there is absolutely no

  basis in economic theory. We have been taken over by economic fetishists intent on using the country as some sort of bizarre experiment. To be led up the garden path once in the past 10 years by a

  bunch of charlatans is a tragedy, to be led down the swanney twice by the same people is unforgiveable.




  This book is about the alternative.




  The little boy with the red hair on the polished second-hand bike couldn’t understand the world of adults, with their worries, frowns and hushed conversations. His world was one of bike

  races, football matches and swimming in Seapoint every summer.




  What was it like to be big? What would it be like when he put on a suit and drove behind his own son, if he ever had one? Would he too make funny faces at the traffic lights, which made the two

  of them laugh?




  As he got older, he realised that you are the same person, just with something new called responsibilities. And the only difference is that when you were a boy, your dad worried about the

  responsibilities and made you feel safe.




  But now that you are big and your dad is gone, everything comes down to you and in a crisis, we all have to take responsibility. This means taking risks and replacing mantras with hard

  thinking.




  The little boy on the bike, racing to school with his dad behind him, realised that’s what being big is all about.




  





  


Chapter 2 [image: ]




  | LENIHAN AND ME




  On Wednesday, 17 September at 10.20 in the evening there was a knock on our front door. Our bell was broken, so the visitor had to knock loudly. I

  hoped he wouldn’t wake the children who had woken as I’d gone out to Centra for milk and biscuits 40 minutes earlier. It was late and it was a school night.




  The phone had rung about an hour earlier, so I was expecting him. Even so, as we’d never had a politician in our house, never mind a Minister for Finance, seeing the bulk of Brian Lenihan

  at the door came as a surprise.




  In fact, I had only once met the Minister before and that had been in an RTÉ radio studio for ‘Saturday View’ less than two weeks before, on 6

  September. That day he was confident and calm.




  The man who appeared at my door was a different character. There was still the confidence and yet he was nervous and fidgety. His suit looked as if he’d slept in it. He had heavy bags

  under his eyes, his tie was undone and he held a copy of that day’s Irish Independent.




  Days before this late-night visit, Lehman Brothers had gone bust. That was on Saturday, 13 September. Merrill Lynch went on Sunday, 14th and AIG—the world’s

  largest insurer—went bang on Tuesday, 16th. The financial world was collapsing and the Irish banks were worth pennies, not pounds; cents not euros.




  The banks were running out of money. Ordinary people were beginning to panic. We were starting to twig that we had been lied to. My mother had called me earlier in the day to ask whether she

  should take her life’s savings out of Bank of Ireland. I told her that the risk was now too great and there was only one thing that could be done: take your savings out and put them in a

  continental bank trading here. After all, the morons who got us, and their banks, into this mess wouldn’t shed a tear for her, so why should she worry about them?




  If something radical was not done and done quickly, it was crystal clear to me that the Irish banks would experience a traditional run, with depositors taking out their savings, and the banks

  would go bust. That one thing, at least, was certain.




  The Minister walked straight through the hall and headed directly into the kitchen as if he knew where he was going. Jaded, he sat down and turned off his phone.




  Our dog Sasha—a Labrador puppy—got very excited about a visitor coming in the dead of night, way after the children had gone to sleep. She slobbered all over the Minister’s

  suit and tried to make off with his left trouser leg. At least she broke the ice. He laughed and went off on a tangent about dogs, kind of nervously. After a few minutes, Sasha settled down under

  the kitchen table, rested her head on his brogues and fell asleep. The Minister obviously preferred to let sleeping dogs lie. He was quite concerned about not wanting to wake the puppy from the

  pillow of his instep. But this meant that he sat awkwardly contorted, squashed in at the top of the table, the movement of his legs constrained by the snoozing Labrador.




  Taking note of his 12 o’clock shadow and red eyes, I suggested that he should catch a kip too. He said he’d doze off in the car on the way home.




  Then he pulled a bulb of garlic out of his pocket and started to peel it. It was one of the odd moments in a long night of odd moments. In subsequent meetings, the raw garlic was produced and

  squashed into bowls of soup. This time he just peeled a clove and left it on the table.




  He explained to me that the garlic gave him strength and kept him healthy and alert. I had no reason to doubt him. He went on to say that he had been chomping raw garlic all summer, since

  he’d got the finance job. I didn’t know what to think but when you have the Minister for Finance of a country that is going down the tubes sitting opposite you at your kitchen table,

  about to wolf down raw garlic, you have to suspend your disbelief.




  I made him a cup of tea. That was to be the first of many that night. We asked the driver would he like a cup of tea too. He said no. Had he known how long we were to talk, he’d probably

  have asked for a camp bed.




  I felt sorry for Brian Lenihan that night. He looked exhausted. He had been working day and night and he was trying to understand everything. This must have been very difficult for a man who had

  spent all his life in the law. I thought to myself that this would be like me being thrown in as Attorney General in the middle of the country’s worst constitutional crisis. I wouldn’t

  know where to start.




  He told me he’d been breaking himself into the job and economics by reading Alan Greenspan’s biography. Sweet Jesus! I thought. That was the worst place to start. That epoch

  was over. It was like a Minister for Transport a hundred years ago trying to learn about cars by reading a book about fast horses. Greenspan’s nonsense caused this mess and I told the

  Minister as much. With that out of the way, I got a pencil and paper and we started scribbling. This was the way I’d learned economics years ago, always joining the dots as if you are piecing

  together a big puzzle. If that is related to this, then this will happen and if that happens, this is likely to move and so on and so on.




  He gave me the impression that he was quite isolated from his officials. He repeated again and again, ‘They just don’t get it, we don’t have much time.’




  He was confused but was getting to grips with things. I offered him a glass of wine. He told me he wasn’t boozing until after the Budget. I said the Budget was the least of his

  worries.




  That night, even after a few minutes, it was clear that here was a man who could pick things up quickly. But we were starting pretty much from scratch. It was also obvious that he was at best

  sceptical about the advice he was getting. Given the spin that was coming out of the government, I wasn’t too surprised and I was quite relieved that he doubted the Regulator and the Governor

  of the Central Bank when they continued to parrot platitudes about the banks being fine and being stress tested.




  He kicked off by saying if his officials knew he was here in my house, there’d be war. They thought I was a maverick. I took it as a compliment.




  He got to the point quickly. He was sitting opposite me and he had a habit of looking around rather than catching my eye as if he expected someone to join us at any minute. I told him we were on

  our own, just the pair of us and the puppy.




  He leaned over and, in a hoarse voice, almost whispering, he said, ‘What would you do?’




  He asked me my opinion, so I gave it.




  ‘SATURDAY VIEW’




  The true extent of the mess our banks were in seemed to have suddenly dawned on him over the previous 24 hours, and the options the civil servants were outlining to him struck

  me as unrealistic given what we were facing.




  The banks were having a financing crisis. Their pathetic loan books were not the immediate problem. The problem that evening was that they were running out of money and any action that

  didn’t solve this immediate crisis would not be particularly helpful.




  The reason I say Brian Lenihan ‘suddenly’ came to this realisation was because this strange story of Brian and me began less than two weeks earlier in an RTÉ studio. I had never met Brian Lenihan. I had no reason to. But this first encounter prompted a series of events in which the Minister began by peeling garlic and drinking tea

  in our kitchen and ended with the announcement of the bank guarantee less than two weeks later.




  On 6 September, on ‘Saturday View’—the RTÉ radio show—the Minister for Finance and the Opposition spokesperson on Finance, Richard Bruton,

  discussed the then faltering economy. There were two commentators on the panel. I was one of them and my colleague in the Irish Independent Brendan Keenan was the other.




  During the interview, the presenter asked the Minister about the slump in house prices and tax revenue. The Minister claimed that there was little he could do because ‘the Irish people

  decided collectively to have a housing boom’ and therefore everyone in general, and by extension nobody in particular, was ultimately to blame.




  This is the spin that was and still is being put out from the top. He batted well, making the narrow but legitimate point to Richard Bruton that the opposition parties had not seen the collapse

  of the economy coming either.




  The discussion was about to get down to the dull and uninformative IBEC V. ICTU set piece when I interjected and

  said that the whole discussion on the economy was missing the single most important fact: we would definitely have a banking crisis in the coming months and one of our banks would be bust by

  Christmas.




  My reason for saying this was not scaremongering but, having worked on both sides of the fence—as a central banker and as an investment banker—in previous crises in various parts of

  the world, I’d seen what happens. It’s always the same.




  The Minister—maybe because he was new to the job and had never seen this before—narrowed his eyes, leaned over and gravely warned that that was ‘dangerous talk’. I had

  heard this ‘dangerous talk’ put-down before.




  He went on to say that he wanted ‘to reassure your listeners’ that there was no problem with the Irish banks. He said that the Financial Regulator had stress tested the banks and

  they were fine. He said that the Governor of the Central Bank had reassured a parliamentary committee that there were no problems in the banks. He finally—and with hindsight

  laughably—suggested that ‘those analysts and agencies who look at banks’ were happy with the Irish banks, referring to completely discredited outfits like Standard &

  Poor’s.




  Richard Bruton agreed with the Minister, as did Brendan Keenan: this talk was unhelpful and highly dangerous. The discussion ended and it became clear to me that either the Minister deemed it

  better to dupe the people and risk their savings being plundered by a bunch of incompetents than to tell them the truth or he wasn’t being made aware of how serious the situation was.




  In fairness to Minister Lenihan, even if he was worried about the banks back then, he couldn’t have said it publicly, but I know now that he wasn’t concerned because he wasn’t

  being told the truth. The Central Bank and the Regulators as well as his top officials at the Department of Finance either didn’t know what was going on, or, if they did, they sought to

  protect their own patch, their own little fiefdom, rather than do what was best for the country. My hunch at the time was the latter.




  I had seen this type of protective behaviour at the Central Bank during my time there. Often it seemed that the number one concern at the top of the Civil Service was personal survival rather

  than the national interest.




  My hunch was later confirmed. While the Minister was on radio busy reassuring us that the banks were fine, the National Treasury Management Agency—effectively a branch of the Department of

  Finance—was busy pulling its deposits out of Anglo Irish Bank because it felt the bank was too risky, and it didn’t tell him!




  In the next few days, he would change his mind on the banks’ position because events were overtaking him and everyone else.




  THE BULLSHIT DIET




  During the following week, the Establishment wheeled out expert after expert to reassure the people that the banking system was fine. They told us the Irish banks were

  ‘well capitalised’ and they had been ‘stress tested’. They had no subprime problems, so we were told.




  Yet it was obvious to anyone who had worked in similar crises in the past, that we were within days of a run on Irish banks that would have left the average person, who trusted the banks, their

  good name and the credibility of the institutions, with no money. I had seen this happen before in places where I had worked in Argentina, Uruguay, Russia and Serbia. The big boys always get out

  first. And, as has happened in Ireland on numerous occasions, the ‘little’ people would pay.




  As we walked out of the RTÉ studio, following the radio interview, the Minister jovially suggested that I come in and chat to him about the banks. He joked, as is

  his way, that everyone else was advising him so why shouldn’t I?




  Money continued to flood out of Ireland and our banks over the following week and, as the mid-weekend of September approached, the markets began to freeze. No one would lend money to anyone and

  a number of the big investment banks looked as if they would go under. Lehman Brothers, which had just survived the Bear Stearns collapse of St Patrick’s Day 2008, was extremely vulnerable.

  Few thought the us authorities would let it go under.




  Our banks, which had created their own ludicrous model of borrowing most of the money they needed from the international money markets on a very short-term basis, were weeks from bankruptcy. If

  this market froze, they were gone. They could not borrow more from anywhere. Many banks—and Irish banks in particular with their huge property portfolios and their made up business model of

  borrowing overnight to fund mortgages—were dead ducks.




  But still the Establishment lied to the Irish people and said everything was fine. No, we have not hit an iceberg. No, that is not a sinking feeling you are experiencing. Any talk of drowning

  and making plans to save yourself is dangerous.




  Early that week, Joe Duffy picked up on my comments on the ‘Saturday View’ interview on ‘Liveline’, and the ‘Liveline’ effect ran its course. I received a

  number of calls from senior bankers in Dublin accusing me of causing panic and being irresponsible.




  But the people who were being properly irresponsible were those bleating that all was fine in the Irish banks because they were endangering the ordinary person’s savings by not making the

  man on the street aware that the big corporations were taking money out of the Irish banks. If the little guy left his savings in there, when the big guy had taken the savings out, the bank would

  collapse and the little guy would lose everything.




  THE VORTEX




  On Tuesday, 16 September—the day AIG went bust—I got a call from a researcher at ‘Prime Time’ to ask whether I’d appear

  that evening and clarify what I thought was going on. At this stage the situation was critical.




  I went on ‘Prime Time’ with the head of the Irish Banking Federation, whose last job, incidentally, was Secretary General of the Fianna Fáil party. This time, the

  ‘dangerous talk’ had turned to ‘loose talk’. I was accused of ‘loose talk’. Anyone who doubted the robustness of the Irish banks was engaging in ‘loose

  talk’. Again the Establishment—not just the politicians, but something deeper in our country, the system—was rallying to hunt out the doubters and defend itself.




  The same old mantra of stress testing and the banks being adequately capitalised was being spouted. And every time this line was spun and every time somebody at home was reassured by this line,

  that person’s savings were being put at greater and greater risk.




  We were witness to the Establishment—the insiders in Ireland (the senior bankers, the top civil servants, the lawyers and accountants who service the big firms, etc.)—defending

  itself to the last, denying that there was any issue.




  On ‘Prime Time’ I repeated that the Irish banking system would implode if we didn’t do something quickly. The problem wouldn’t go away; it would get worse. But that

  evening driving home from RTÉ, I knew I had to do something else. The Establishment, in a last gasp effort to save itself, would drive the whole country over the edge

  without a thought.




  I decided to do something I’d never done in my life. I decided to take up the Minister on his 6 September offer to talk about economics. It would probably have been easier not to have made

  the call, but I had worked in the Central Bank during the 1992/1993 currency crisis and I knew from experience that the mandarins wouldn’t do anything out of the ordinary.




  Also, having worked in two of Europe’s largest investment banks in similar banking crises in Russia, Asia and Argentina, I knew that doing something out of the ordinary was exactly what

  was demanded. The financial markets often take huge risks when they smell blood. Counter-intuitively, they are at their most vulnerable just when they think they are invincible and, therefore, they

  underestimate the power of sovereign governments. Resolute action can stop them dead in their tracks but it has to be unexpected and unprecedented.




  I picked up the phone and called the Minister for Finance.




  The following evening my phone rang. Shortly afterwards I got a knock on the door.




  We sat and drank tea. I asked him how bad the situation was. He was guarded, as I expected him to be. He was the Minister for Finance and I was an economic commentator, after all. But it soon

  became clear, as he revealed, ‘The situation is worse than even you think and we all know what you think!’




  I took this to mean not only that the banks could not roll over their debts, but that he had only just been told this truth. We had weeks at best, days at worst. My own reckoning was that the

  banks had a few weeks’ financing. The Minister indicated that the problem was more acute. The most revealing thing about our conversation was that it was AIB not Anglo

  Irish that had the most severe funding problems. Ireland’s biggest bank was actually our biggest problem. I was aware that the Irish banks could no longer finance themselves and were

  borrowing in the very short-term and rolling over. This is why I’d warned on 6 September on ‘Saturday View’ that we would have a banking crisis. What I didn’t know was the

  bank that was pretending to be the most prudent was possibly the most delinquent. We were on the precipice.




  On the table from the Department of Finance was a plan for the two big banks to take over the smaller and out of control Anglo Irish Bank and Irish Nationwide. This was the big banks’

  ploy, which was to hold their nose and suggest that they were fine but the two smaller ones were basket cases. I reminded the Minister that they were all at the same game and merging them

  wouldn’t ease the liquidity crisis. In fact, if the financial markets weren’t willing to lend, for example, to Bank of Ireland because they were worried about its balance sheet,

  they’d be much less willing to lend to Bank of Ireland with the Anglo Irish toxic balance sheet added to it. The department’s blueprint made no sense, unless the intention was to

  deflect criticism from the two big banks for optic’s sake. The big banks had run themselves up the same cul-de-sac and were stuck. Anything that tried to disguise that would be laughed at by

  the financial markets.




  So we to-ed and fro-ed with what had been done before. I had worked for UBS (Union Bank of Switzerland) in Zurich in the years after Switzerland experienced a banking

  crisis in the early 1990s. The Swiss government guaranteed all liabilities of the banking system even though the banks’ balance sheets were a number of times bigger than the country’s

  GDP. A guarantee had worked there and the Swiss cantonal banks that had gone bust gradually recovered. During these years, I’d also worked in Sweden where I’d

  seen the Swedes guarantee all their deposits in the face of a banking crisis. I told the Minister it seemed to me that Sweden’s reaction was an interesting place to start.




  Of course, the aim of any action in Ireland in the last week of September 2008 was not to see the banks gradually recover, but to stop the immediate crisis. We could pick up the pieces

  afterwards, pick over the banks’ balance sheets and start again. If some had to go bust when the guarantee had expired, well, so be it.




  Above all, we needed to protect the ordinary savers, not bond or equity holders. They were playing a different game. They were in the business of gambling. But the savers, the ordinary people

  who had bank accounts, needed protection. The crux of the issue was that the problem had gone way beyond normal remedies. The Minister was aware of that. The officials in the department were also

  advocating a guarantee of people’s deposits but only to a certain level, which was not unusual in these circumstances. However, I argued because the Irish banks’ funding had become so

  unstable, if we didn’t guarantee the funding as well as the deposits, the banks would come crashing down and you would have had to come up with the money immediately for people’s

  deposits. The whole point of a guarantee is that you want to avoid paying out right away.




  Now, on 17 September, we were stuck and only the nuclear option would work.




  Over tea and digestive biscuits, to the background noise of the gentle snoring of an eight-month-old puppy, the Minister naturally worried about pushing the button.




  I showed him an article I had written earlier that evening for my regular column in the Sunday Business Post which outlined the bank guarantee plan. I had wanted to get the idea down on

  paper so that I was clear. Because we were all groping in the dark. This was economic policy-making formulated in a kitchen and made up on the spot.




  I told him that the article would be published on Sunday and highlighted on the front page. He was worried that this guarantee idea was too radical. And I could understand this because he was

  the man who had to make the decision, not me. I was only a commentator scribbling away; he was the Minister. I could sympathise with him. In fact, I did.




  I told him I thought we were in the vortex or at least might end up there. He simply had to guarantee everything for a limited period to make sure that an illiquid dilemma didn’t lead to

  an insolvency catastrophe.




  But, he argued, warming to the idea, what if we got the insolvencies? We could never afford to cover all the liabilities. This was the risk, a huge risk, but one that could be reduced if the

  guarantee was not extended beyond a fixed period. I argued that over the two years of the guarantee, the true extent of the bad debts would become apparent as would the depth of the recession and,

  armed with this knowledge, he could then choose which banks to save, or not, in an orderly fashion. If banks can’t finance themselves after two years, well, they have no reason to be in

  business.




  I said that this was not the perfect solution but we were in a crisis and anything we did now was from a position of weakness. The us had let Lehman go and it had prompted the market to freeze

  up. It had written a huge cheque for its banking system’s toxic debt; we didn’t have the money to do this so couldn’t. There was simply no alternative. We had to do something that

  cost nothing in the immediate term but might stop the money flowing out of the economy. Otherwise the system would break and with it would go the savings of thousands of ordinary people.




  We both agreed that this would mean saving banks that probably didn’t deserve to be saved but I contended that we didn’t have time to disentangle the good from the bad. The bad would

  simply drag the good over the cliff with them and we’d all end up in the abyss. This way, if the plan worked, he and his officials would have time to unpick the mess.




  Meanwhile it would be essential to make the guarantee conditional so that the Minister would be in control and the banks would be working for him, not him working for the banks.




  The logic of the guarantee was to give the banks time to sort out their balance sheet problems. If this could not be done, then the banks would be wound down after the guarantee. A new bank

  would emerge because it always does in this situation. The old banks’ depositors are guaranteed and moved to the new bank and the assets of the old bank are sold off in an organised fashion

  as would be the case in any receivership situation. The creditors of the bank lose out and we start all over again.




  That night, it never struck me that the banks would be allowed to get away with what they did in subsequent months. I never thought the terms of the guarantee would be so loose and so

  all-encompassing. Nor did I think the subsequent legislation which was to follow the announcement would be introduced with so few conditions on the banks who were ultimately saved by it.




  We outlined how the plan might work on a piece of paper. It was well past one in the morning when we decided to call it a day. He stuffed the paper in his pocket and was about to go when he said

  he’d have another cup of tea.




  He suggested that this wasn’t a Fianna Fáil house. I don’t know how he could tell from the kitchen. In fact, it was a nothing house, but he spoke to my wife about the North

  for some time. My wife is from a part of the North where even the SDLP wouldn’t dare run a candidate—they’d lose their deposit. So it was odd for her to be

  chatting to the Irish grandson of a Republican freedom fighter, as she was the Irish granddaughter of someone who was offered an OBE from the Queen for services to the

  Empire. They chatted for a while and it was clear that Lenihan was a Northern politics addict—which I suppose is not surprising. For people like me, from a Dublin suburb and with no real

  leanings either way, the North was always a foreign place. I suppose that’s what happens. It’s people like me who end up marrying Northerners and understanding the place possibly better

  than those who took an interest in its politics from the beginning.




  The chat ebbed and flowed and there was more tea. I felt like Mrs Doyle by this stage. He wouldn’t take a drink and, by the time we finished up, it was nearing two and we were all

  wrecked.




  I walked him out to his car and he reiterated the fact that his officials would explode if they knew he was there.




  BEIJING




  The Minister called me the next day, and again on Friday, 19th when he rang to say they were contemplating a partial guarantee. My view was that a partial guarantee would just

  alert the world—those who were asleep—to the extent of the problem and would accelerate capital flight not avert it. From then on we spoke on a daily basis, but he still wasn’t

  convinced and, from what I could gather, his officials in the department were dead set against a full guarantee. But they didn’t seem to be coming up with an alternative that had any hope of

  stopping the crisis.




  I told him I was flying to China on Tuesday, 23 September for the World Economic Forum in Beijing, but that the phone would be on.




  To keep up with events, I kept in constant contact with old friends in the financial markets in Switzerland who told me that the situation in Ireland was deteriorating on an hourly basis. You

  can’t talk to anyone in Dublin about these things because everyone is compromised and everyone lies.




  I decided to use my articles in the Sunday Business Post and the Irish Independent to outline the plan and how it would work. Over the following week, three different articles

  appeared advocating the guarantee as the only option: on 21 September in the Sunday Business Post, on 24 September in the Irish Independent and finally on 28 September in the

  Sunday Business Post—the day before it was announced.




  The purpose of the articles was to keep the pressure on the Minister to remain open to the idea of a full guarantee and they could also serve to ventilate a new idea to a wider audience.




  Throughout the week, the Minister was on the phone but it seemed to me that the guarantee would not be introduced as the officials still thought the merger of the bigger and smaller banks was

  the right way to go. On Saturday, 27 September, I decided to go for a traditional Chinese foot massage in the early afternoon. I didn’t expect anyone to call because of the time difference,

  Beijing being eight hours ahead of Dublin. On that day the Cabinet was meeting for an all-day session on the crisis, the Minister had told me the day before. So, as a young Chinese girl was

  slapping the bejaysus out of my feet and shins, the phone rang beside me. It was the Minister.




  ‘Where the hell are you?’




  ‘You don’t want to know!’




  We chatted and I told him that from what I was hearing in international markets, and the World Economic Forum meeting which was full of bankers and policy makers, the news from Ireland was bad.

  I had heard that the banks were done for and it was only a matter of hours now.




  He hesitated, which is absolutely normal and I could understand it. Clearly he was talking to others as well and had to make his mind up. This was an impossible position. I could sense down the

  phone a man with the weight of the world on his shoulders.




  He said to me, ‘Are you sure about this, David?’




  I remember thinking how bizarre and yet catastrophic the situation had become, as I looked down, trousers pulled up to the knee, my naked feet in a red plastic bucket, getting pulverised by a

  migrant girl from the Chinese provinces. I caught her eye and she giggled in that Chinese way, covering her mouth.




  ‘No, Brian. I’m not sure it will work. But I am sure of one thing: we have no alternative.’




  He phoned again on Sunday, 28 September. I had written an unequivocal article in the Sunday Business Post which turned out to be the final article before the decision. It had been picked

  up by the morning radio shows, particularly the ‘Marian Finucane Show’ which politicians and their media handlers listen to religiously.




  When I spoke to the Minister that evening, he was like a different person. I had no idea what had changed or whether he had made a decision either way. He was joking and in good spirits and he

  seemed to be relieved. I couldn’t figure it out. He asked about Beijing and what it was like.




  I wished him luck in the week ahead. He chuckled and said he might need it. I heard him laughing as he hung up.




  As I touched down in Munich on Tuesday morning on an overnight flight from Shanghai, my phone rang: RTÉ radio asking for an interview on ‘News at One’.

  At that stage I had no idea what had happened in Dublin during the night; I didn’t know that the guarantee had been adopted.




  Sean O’Rourke, a combative host at the best of times, reading from the Sunday Business Post article of two days before, demanded to know how the guarantee would work. The article,

  together with the two previous ones, comprised, according to him, the only blueprint out there. He asked me if I spoke to the Minister before the decision. I denied it as I had assured Lenihan I

  would, if asked.




  I told O’Rourke that, as far as I understood, the guarantee was the first in a number of complementary stages which would involve a clearing out of the banks’ top brass and now

  ‘the bankers will be working for Mr Lenihan, rather than him working for them’. My assumption was always that if some banks were complete basket cases, then they would be wound up in an

  orderly fashion after the guarantee had lapsed. This would take the form of a normal receivership or a new bank might pick up the assets, such as the branch network, of one of the fallen banks. We

  had bought time—time to do the right thing.




  A little later the Minister called me. He was euphoric. He guffawed, ‘The Brits are furious, so we must be doing something right’. The dyed-in-the-wool Republican who was on display

  in our kitchen two weeks before was still there.




  Things had stabilised, he said. The Germans were being a bit tricky but that would pass. We were back from the brink and the financial markets loved the move.




  I suggested he should really go for it and clean up the whole system. He was the boss now. He could orchestrate a clean sweep of the old regime and put the economy back on track. We’d meet

  up over the weekend. He had to go to Brussels so we arranged to meet discreetly at Bewleys in Leopardstown on Saturday morning.




  I put the phone down, thinking we were now in a position of strength and hard decisions would flow from this, and that the people who had brought the country to its knees would be brought to

  theirs. I expected our most delinquent banks would eventually go to the wall, with the Irish State acting as broker, not principal, in negotiations between the bankrupt Irish banks and their

  creditors.




  How wrong could I have been?




  





  


Chapter 3 [image: ]




  | STEAK AND CHIPS




  IRELAND’S SERENGETI




  If you want to visualise what is now happening in the economy, think about the great plains of Africa. Have you ever seen the wonderful image of

  the rains flooding the savannah of the Serengeti? The cameramen on David Attenborough’s fantastic series ‘Life on Earth’ mounted a camera on a helicopter and for weeks on end

  filmed the migration of animals and the gradual rehydration of the Serengeti plains. It is one of the most memorable sequences of photography in a series of exceptional imagery.




  Once a year, between October and November, the arid, sun-parched plain undergoes an extraordinary transformation as the rains bring life and abundance. Flowers and vegetation bloom, and animals

  and insects return to the lush pasture to graze, mate and generally do their thing. At the height of the rainy season, the Serengeti is a fertile arcadia of wildebeest, crocodiles and zebra. All

  God’s creatures are swanning around, revelling in the extraordinary transforming power of water.




  Then, as the seasons change, the waters recede. Water disappears, first from the extremities and then progressively retreats until the last remaining verdant area is a small knot around an

  almost dried up river. All the animals migrate, the vegetation dies and the sun scorches the earth. Where once there was abundance and plenty, there is now only dust and barrenness. The burnt earth

  can’t sustain any life.




  One way to think about why you can’t get an overdraft any more, why your bank is cutting back on your working capital or why, despite wanting to trade in your car, you can’t get car

  finance anywhere, is to compare the flow of credit all around our country to the flow of water in the Serengeti. For years, Ireland was starved of credit. We were the financial equivalent of the

  Serengeti in the dry season. Credit, where it did exist, was the preserve of a small well-connected elite, and the hand on the money tap, turning it on and off, deciding who got it and who

  didn’t, belonged to the local bank manager.




  Hundreds of thousands of ordinary people could not get any credit. What’s worse is we had a young population who wanted to spend and needed jobs. These young people were full of ambition

  and energy, but their ideas always bounced off the ‘no connections = no credit’ glass ceiling. Without credit, we couldn’t finance lots of things we wanted to do, so many of us

  chose to emigrate rather than stay here unemployed. For most of the history of our State, Ireland failed economically neither from a lack of brains nor from drive but from a lack of credit.




  This is what makes our present predicament so unforgiveable, because the moment credit became available to us, we didn’t spend it wisely, acknowledging its preciousness. In contrast, our

  banks blew it by inflating our property bubble, spending other people’s money like a drunk, bragging gobshite at a stag night, and in so doing, sent a signal to the rest of the world that we

  are not a serious nation when it comes to finance. We have reverted to type: good fun, great company but just not serious.




  But let’s go back to our Serengeti image. We were parched and then, suddenly, when we joined the euro, money flowed in. The rains came.
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