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Commission
is needed to
investigate
bank fa ilure%‘

aniseqch Brinn
o hiss
dione much
that is right —
bt wrpopulir
— to prevent
the Irish economy from
dll:r\'L'IEi.'ILT. Commissioning an
inclependent iguivy into the
hanking sector gives him an
unlikely opportunity to do
something which s both right
and popular
There cannot be any confi-
dence in the binking syslem
withour sestoring the trust of
the Irish public. Ordinary peo-
ple followeed “the rules’, bul hune
hurd 1o s.1||'[|.'|'j|.1|'.h loagas, pan cuts
and foreclosures, A whobke geo-
crition will sulfer the conse- o
umieed o this criges thaougl no Guh of their own, Billions
ol o el daapiers’ ey have Been put al risk through
Vi bk wernisios S Desleomteol loel Banka amd theoaeh

SANDEEP
GOPALAN

Mitmia There is justifinhle snger and an appetite for ac-
countability. Yet the tuxpayer has not been given the decency
of a comprehensive examination imto the cases of the cri-
A This cannod be allowed to contimme,

Aninguiry nte precisely whist happened in the banking
A0 18 cven mone esential in Ireland becmise of the small
srze of the economy and its degres of exposure to interma-
i forces. Ulnless we exnablish what cauesed the crisis and
ungdBrtake the necessary regulatory reforms to prevent & gi-
millir crisis in the futwre, the Irish economy cannet shake of 7
itsimage 05 8 sad cnemplar of casing capatislism,

Chrer the past few weoks, soome have said that this ingquity
should be conducted by an Oireachias committes — o sitni-
lar appeoach to the Dhint iJl\‘jlliL'_‘,-'.']'J.‘l!iB wauld be thnewing
good money after bad, We do net need more politiond
grundstanding and theatre. We need an investigintion based
on fadts and evidence to tell us what broswght the economy to
collapee, and to identify failures — regulatory and human
thiat have o be lixed,

Animlependent commission mustiEnd thednoguiry. Thens
arg good maodels that we can adopt. The US lnunched an
imvestigation into the current crisis by setting up the Finan-
winl Crisis Inaquiry Commission (FCIC) last year, This bi-
partisan agency is mandated to “sobmit on December 15,
2000, pex the President and to the Congress a report contain-
ing the findings and conclusions of e Commission on the
causes of the current financial and economie crisis in the
Ulnied States. It is chaired by Phil Ang_clldu",u lormer Ca=
lifirrmia treasurer, and includes o petined senalor, o couple of
experienced altorneys, and experts in eecoomic policy.

Che FCIC ean held hearings, take testimony aid issue
subpaiing — useful to compel individials 1o tetily with the
threat of criminal sanctions i they do not eomply, FOIC
siafT can take depositions, mexning that theve i oo need for
the full commission to comvene to hear testimony. This will
ke p costs down and allow it to take more depositions. [
ulso has the power o neler “any person that the commission
fimdds may have viclated the loas of the United States in re-
lation to such ¢Tisis” for prosecition.

What do we Jearn from all this? A least three legsons;
first, keep insiders out. The FCTCs parent law bans merm-
birs of Congress and governiment empliyeses fromm approint-
mendt as commissioners, An Irish inguiry must alse be fully
independent. It must not be staffed by tired insiders and re-
tred judgges. Second, it must be given the power to compel
the production of relevant evidence and grven acoess to all
actois. Thind, it must be mandated to submil a report within
OOhE VAT
 The iiepriry commission must be set wp by law - making
it fiee from executive influence — with the power o hire and
firg stafl It must appoint o lead imvestlgator with full power
tor ook behind every curtain and dig wnder every grave. This
person nrust be a scasoned prosecuting lawyer with oo axe
to grind and ne persenal amhbition 1o feed

The commission’s report must answer the followang
questions
B What caused the credil bubble in Treland?

B Why did banks engage in such extensive inernational
borrowing and reckless domestic lending?

.I Were capital adequacy requirements at appropriate le-
wels?

W Were the legal requirements followed?

B Wasthis a market failure, 2 regulatory failure, or an inst-
tutional failure]

B Whatis the role of information intermediaries? .

B Did the repulators gloss over the risk exposure of finan-
clal institutions?

B Can regulation limit risk to tolerable levels?

B Dnd regulators have access to relevant information?

B Was there madequate oversight and enforcement?

B Was there a failure of corporate governance!

B What ouglt to be the kegal response tominimisé the pos-
sibalities of a sumlar crisis in the fufure?

- Thosg opposing an inguiry $ef up Two straw men Scuses
= cost and delays - podnting at other unsuccessful Inish n-
VEstizations as a reason to avoid coe now, An inguiry is only
as gond as the individuals who lead i, and the powers that
those individuals are given to do their jobs.

This one can be different, First, eliminating insiders will
Timit political paralysis and theatre.

Secondly, the insancly long hoars thas the task demands
will ensure that only those keen to ferret out the truthwill he
patt of the imvestigation.

Thirdly, sefting 2 sunset provision in the law creating the
commission - meaning that it dies after that date— will en-
sure that we get & report on time ot & reasonable cost,

Cowen has said that he is “trying to engender confidence
in the system’".

et the government has so far refused to order 2 compre-
hensive inguiry into the causes of the financial crisis. Politi-
cians, economists and employee groups have all joined the
chirus for an inguiry, but the Taoiseach has still not give the
green light.

If the government wants to escape suspicion that these is
something (o hide, It must act now,
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