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Introduction:

The proposed adoption and implementation of the Intergovernmental Treaty on Stability, Coordination and
Governance in the Economic and Monetary Union, more commonly referred to as the Fiscal Compact or the
Austerity Treaty, is one of the most important decisions faced by the Irish people since we first decided to join
the EEC 40 years ago.

This treaty sets out to cement into Bunreacht na hÉireann a set of economic norms, as well as a set of gover-
nance, monitoring, and punishment procedures.

There are therefore two very important questions to be answered in the debate on this issue. In the first instance
are the economic norms and procedures contained in the treaty good in themselves and worthy of support?
The second question to be resolved is: whether it ever makes sense to enshrine in detail principles and proce-
dures of economic management?

It is the clear and unequivocal view of the Workers Party that the answer to both the questions is in the negative
and therefore we will be opposing this treaty in the upcoming referendum.

On the economic front the treaty cannot succeed. Because the treaty addresses the wrong problem – government
deficit rather that lack of investment, job losses and the collapse of the domestic economies – then it has arrived
at a wrong conclusion. It reflects a victory for a very narrow and failed economic viewpoint and is a surrender
to the international money markets and the global financial industry.

More significantly those who have driven the treaty process, the Merkozy alliance, the ECB and the European
Commission, have completely refused to recognize the core problem which arose in 2007/08 and which still
drives the world recession.

The present crisis is caused by a world crisis in capitalism, and specifically by the catastrophic failure of the
banking and financial services industry. The refusal of the EU elite to accept the reality of widespread banking
collapse, and their refusal to allow the normal commercial rules to apply to insolvent banks, has exacerbated
and prolonged the crisis. Furthermore the forced socialisation of bank debt, and the subsequent forced social-
isation of the recapitalisation costs of the private banking sector have brought untold misery to millions of peo-
ple throughout the EU and is presently forcing the EU economy downwards into a double-dip recession.

It is the very nature of capitalism to have a boom/bust cycle. Knowing this fact is still possible to mitigate the
worst effects of the bust through regulation and taxation. For the ten years prior to the 2007/08 economic col-
lapse the EU elite, who now wish to straightjacket government activity, actively and consciously removed prac-
tically all regulation or oversight from the banking and financial sector. This lack of regulation was a significant
factor in the international banking collapse.

Frankly we wonder how a treaty which so brazenly and blatantly avoids the real culprits and causation factors
for the present crisis can even purport to be a solution to the EU’s economic problems.
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So, why is the treaty being promulgated?

The Euro and the Eurozone are in crisis. The development of the Euro and the creation of the Eurozone is one
of the key political strategies of the EU power elite for the last decade. Yet as recently as December 2011 many
economists, commentators and politicians believed that the Euro itself was close to collapse. The EU elite see
it is a political imperative that this collapse does not happen.

From early 2010 some of the smaller, peripheral Euro countries were, for differing reasons, being bounced out
of the international bond/money market because of the massive interest rates being demanded. The
EU/ECB/IMF remedy was a financial bailout linked to a programme of austerity and privatisation. However
by the summer and autumn of 2011 it became increasingly clear to EU leaders that the problem was not con-
tained to the periphery.

Core Eurozone economies including Italy, Spain, and France and to some extent Germany were all coming
under pressure from markets who increasingly believed they would have difficulty repaying their debts. In ad-
dition to the rising cost of state borrowing in the Eurozone core, banks in the core economies were also expe-
riencing difficulties of their own as a result of high exposure to peripheral Eurozone sovereign debt.

The EU did not have a mechanism to resolve this crisis and we all remember the series of initiatives that went
nowhere and the continuous Merkozy shuttle when our political and economic masters plotted our future.

In December 2011 a new treaty / framework was proposed. The core aim is still to rescue and stabilise the Euro
and the associated political project. Because the British government would not support the proposals, and
vetoed the creation of an EU treaty, the other 26 leaders decided to operate outside the EU treaties.

Subsequently the Czech Republic also stepped aside from this treaty.
It was these two withdrawals from the process that have directly led to this Referendum in Ireland because the
self-amending articles of the Lisbon Treaty could not be invoked.
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What are the terms of the treaty and what are their implications?

The treaty itself is quite a small document. Including a very long preamble the entire treaty is just over 4,000
words. That being said it is densely written and has very many implications and ramifications.

In this section we will concentrate on those articles that are politically significant and/or controversial.

Part of the preamble states: “CONSCIOUS of the need to ensure that their deficits do not exceed 3 % of their
gross domestic product at market prices and that government debt does not exceed, or is sufficiently declining
towards, 60 % of their gross domestic product at market prices”,
And later “... NOTING in particular that, for the application of the budgetary “Balanced Budget Rule” de-
scribed in Article 3 of this Treaty, this monitoring will be made through the setting up of country specific medium
term objectives and of calendars of convergence, as appropriate, for each Contracting Party”,
Article 3.1.B states “... if the annual structural balance of the general government is at its country-specific
medium-term objective as defined in the revised Stability and Growth Pact with a lower limit of a structural
deficit of 0.5 % of the gross domestic product at market prices...”

Commentary: Politically this ties the hands of the government to a very tight budgetary regime practically ad
infinitum. It gives the lie to the argument that this is just a mechanism to fix the present crisis.
On an economic policy level these sections have been describes as “outlawing Keynesian economics”. On a
practical level it buries the notion of a “social Europe” and also officially buries the already useless Charter of
Fundamental Rights.
In budget terms, according to the European Commission, reducing structural deficits to the target levels in
2013 would mean at least €166 billion worth of cuts and extra taxes. Europe is on the verge of a double dip re-
cession. If anything, the treaty’s provisions will contribute to pushing Europe over the edge.
The preamble further states: “NOTING that compliance with the obligation to transpose the “Balanced Budget
Rule” into national legal systems through binding and permanent provisions, preferably constitutional, should
be subject to the jurisdiction of the Court of Justice of the European Union, in accordance with Article 273 of
the Treaty on the Functioning of the European Union,..”
Commentary: This is a key political section as it is through this section – which is a change from earlier
drafts – that the FG/Lab coalition hoped to avoid a referendum. It is truly shocking that the government at-
tempted, and the entire EU establishment colluded in the attempt, to use smoke and mirrors to frustrate the
constitutional rights of the citizens.

However the preamble also states: “ ..... POINTING OUT that the granting of assistance in the framework of
new programmes under the European Stability Mechanism will be conditional, as of 1 March 2013, on the rat-
ification of this Treaty by the Contracting Party concerned and,......”
Commentary: This is most definitely a deliberate threat and a very “big stick” approach.

Article 5 states: “The Contracting Parties that are subject to an excessive deficit procedure under the European
Union Treaties shall put in place a budgetary and economic partnership programme including a detailed de-
scription of the structural reforms which must be put in place and implemented to ......Their submission to the
European Commission and the Council for endorsement and their monitoring will take place within the context
of the existing surveillance procedures of the Stability and Growth Pact.
The implementation of the programme, and the yearly budgetary plans consistent with it, will be monitored by
the Commission and by the Council”.

And Article 6 states: “With a view to better coordinating the planning of their national debt issuance, the Con-
tracting Parties shall report ex-ante on their public debt issuance plans to the European Commission and to
the Council”.
Commentary: Because we are in a “bailout” this further ties the hands of the government with regard to eco-
nomic policy. It is now widely assumed that after the present EU/IMF deal we will have to get a further deal
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of some sort. Then there is the payback period for all the loans. These economic strictures will be in place for
another generation.

Article 7 states: “the Contracting Parties whose currency is the euro commit to support the proposals or rec-
ommendations submitted by the European Commission where it considers that a Member State of the European
Union whose currency is the euro is in breach of the deficit criterion in the framework of an excessive deficit
procedure”.
Commentary: This is a really belittling clause for any country in bailout. When you get a bailout you agree
to abrogate your right to dissent from the economic view of the Commission. Commission intervention is au-
tomatic unless there is a blocking majority under WMV rules. This confirms our long-held criticism of the
Commission as profoundly anti-democratic.

Article 9 states (and Article 10 reinforces): “..... the Contracting Parties shall take the necessary actions and
measures in all the domains which are essential to the good functioning of the euro area in pursuit of the ob-
jectives of fostering competitiveness, promoting employment, contributing further to the sustainability of public
finances and reinforcing financial stability”.
Commentary: This is just a more polite way of talking about reducing wages and conditions; cutting welfare
etc in order to balance the budget and preserve the Euro. Throughout the treaty these two words “promoting
employment” are the only words referring specifically to job creation. This is incredible, when we see the num-
ber of unemployed people in the EU standing at 10.2% in February 2012 (24.55 million), including over 4 mil-
lion in Spain alone, the UK pushing 3 million, and Ireland with 450,000.

Article 11 states: “..... the Contracting Parties ensure that all major economic policy reforms that they plan to
undertake will be discussed ex-ante and, where appropriate, coordinated among themselves. This coordination
shall involve the institutions of the European Union as required by European Union law”.
Commentary: This further emphasises the “one-size-fits-all” mentality within the EU. It also effectively out-
laws any country engaging in an individualised economic policy.

We also wish to refer back to Article 8, which deals with the role of the ECJ on the issue of breaches of the
deficit criteria. The ECJ can make binding rulings where a country deviates from the agreed programme and
can impose fines.
Commentary: This is a further constraint on the democratic decision making of national parliaments.

The crisis of capitalism and the banking collapse have led to mass unemployment and great suffering amongst
many millions of people from toddlers to old-age pensioners. This treaty will in no way alleviate the plight of
the mass of the people. To quote professor Terrence McDonough at your committee: “Take a country at the bot-
tom of a depression. Force it to run budget cuts and tax increases year after year after year. Force this same
policy on its neighbours and trading partners. Run this into the foreseeable future and hope it results in stability,
confidence and recovery. This is emphatically not the safe option. This is a dangerous experiment, completely
without historical precedent’.
Later, in the same presentation, he comments: “We have been assured that the requirements of the treaty are
simply measures encouraging good fiscal housekeeping. Keynes’ observation of the paradox of thrift is quite
simply Introductory Macroeconomics. A household which cuts back spending in bad times limits its accumu-
lation of debt. A country, or region in the case of the EU, which cuts back spending slows its economy, damages
growth, and shrinks its income, making savings less, not more, likely. Budgets need to be adjusted over the
business cycle. Aggressive budget balancing at the bottom of a depression is simply counter-productive” (our
emphasis).

In some recent political commentary there has been a movement away from positive selling of the purported
merits of the treaty to a more insidious negative selling of the consequences of rejection of the treaty.
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The most common thread in this argument, now being strongly pushed by all senior government ministers, is
that if we reject the Fiscal Compact we would be disbarred from accessing funds from the ESM and should Ire-
land be unable to access the international bond markets post-2013 we would be left, to borrow a phrase, up the
creek without a paddle.

In the first instance it is illuminating that this argument is being pushed so strongly by the government and its
allies on the “yes” side. Since Ireland first received our loan package from the EU/ECB/IMF troika we have
been constantly reassured by government that this was a once-off event. Over the last year the Taoiseach, Tá-
naiste, and Minister for Finance in particular have repeated ad nauseum that “Ireland is not Greece” and Ireland
would return to the markets in 2013/14. Now we are being warned that the sky will fall in unless we have a
mechanism prepared for a second loan deal. As our leaders are clearly telling us two different things at the one
time we must ask which story is the true story?

On the substantive issue of access to international funding if Ireland is unable to get finance on the international
bond markets at realistic interest levels we make two points.

In the first instance the ESM is not the only show in town. In fact, at this minute in time, the ESM does not for-
mally exist at all. The European Financial Stability Facility (EFSF) is still in existence, has substantial funding
available, and will continue for until July 2013. This reality is confirmed by the EFSF itself: “ . . . following the
Eurogroup meeting held on 30 March, it was decided that the EFSF would remain active until July 2013 . . . For a transitional period
until 2013, EFSF may engage in new programmes in order to ensure a full fresh lending capacity of €500 billion . . . after June 2013,
EFSF [will] not enter into any new programmes”. This window of time allows the Irish government more than suffi-
cient time to clearly access whether we will need another “bailout” and to achieve those loans before the ESFS
is wound down.

In the second instance we must look at the reasons why Ireland ever received a “bailout” and whether conditions
have changed since then. The motivation of the Troika was not love of Ireland or unbridled altruism. Had the
troika Ireland’s real interests at heart then they would have insisted that bank bondholders would have been
treated as the traditional laws of capitalism dictate. Further the troika would now allow Ireland to re-engineer
the €31bn Anglo promissory notes so that effectively they become monetized.

The troika did neither of these things, and are most unlikely to alter their attitude at this stage. Neither would
the troika have charged the punitive interest rates on their loans if they wanted a speedy recovery in Ireland.
Their motivation in coming to Ireland in 2010 was the protection of the Euro project and the protection of the
banking sector in the core EU countries of Germany and France. An Irish default on sovereign debt repayment,
which of course now includes all debts from the bank guarantee, could still have seriously undermine both
those pillars. As we have seen over the last five years the self-interest of banks and the political imperative of
saving Project Euro pay scant regard to the legal niceties of international law.
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The Treaty and Democracy

We must now look at the European Stability Mechanism (ESM) treaty which is becoming de facto European
Union law by stealth. The existence of, and conditions within, the ESM are being pushed very strongly as rea-
sons why we must change our constitution. This is blackmail and is totally dishonest because at this moment
the ESM treaty is not in force. The political reality is that while we do not have even a putative veto on the Fiscal
Compact, we do have a complete veto on the ESM treaty which needs EU 27 unanimity before it can be adopted.

Furthermore there is a growing body of legal opinion that if the people reject the Fiscal Compact the government
would not be empowered to ratify the ESM treaty. We ask why we are being threatened with dire consequences
from a treaty not yet ratified and over which we have a 100% veto? Perhaps the reality is that this crisis provides
useful cover for the Monetarists and Hayek devotees within the present Irish government.

In the opening section of this presentation we posed the question whether it ever makes sense to enshrine in
detail principles and procedures of economic management. We would argue that from the point of view of con-
stitutional law and general jurisprudence that the proposed amendment is a serious aberration.

The purpose of a constitution is to set out broad parameters within which government, the judiciary, and society
operates. It sets objectives on a broad canvas. It is a document which cannot be changed on a whim and which
is not designed to be altered at every twist and turn of the capitalist economic cycle. It is not a manual for eco-
nomic micro-management.

We argue therefore that to give this treaty, and the very prescriptive terms within this treaty, a constitutional guar-
antee is not only bad economics but also bad law. Even if this treaty survives the French presidential election
unaltered, and that seems at this stage highly unlikely, Ireland, unlike any other country of the 25 who are now
expected to ratify it, will not be able to change its terms through a parliamentary process but will again have
to revert to the people

There is one further crucial aspect to this debate to which we must refer, and that is the issue of democracy.
Again there are two parts to this question. There is the issue of the need for the referendum itself, and the issue
of the consequences for democracy should this treaty be ratified and adopted.

We know very clearly that the government did not want a referendum. We know very clearly that the EU elite
did not want an Irish referendum. As we have shown earlier in this presentation we now that in the final drafting
of this treaty a formula of words was designed to avoid the possibility of an Irish referendum. And we also know
that on the clear advice of the Attorney General the government has been forced to have a referendum. What
we don’t know however is precisely why we are having a referendum. This is profoundly undemocratic.

The Crotty judgement set out very clear, and indeed very narrow, criteria under which a treaty had to be sub-
mitted to the people before it could be ratified. The essence of the decision revolves around any proposed loss
of sovereignty. It is therefore logical to conclude that the reason the AG triggered a referendum is that this
treaty involves a substantial loss of sovereignty. However only the government, which wants to ratify the treaty,
has access to the reasons as to how this treaty negates our present levels of sovereignty.

We believe that the decision of the AG should be made available to the public, who are after all the sovereign
people, so as we can decide in an informed fashion whether or not to change our constitution. The government
is clearly refusing to do this. They even refuse to give this information to the Referendum Commission. Indeed
their treatment of the Referendum Commission is nothing short of scandalous as is highlighted in the most re-
cent report from that body. The Commission has not been given either the time or the resources to fulfill its legal
mandate and this is a clear affront to democracy and to the constitution.
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Articles 5 – 11 of the treaty, as we have explained above, put in place a reporting, oversight and punishment
mechanism which profoundly limits the authority and independence of the Oireachtas and, under certain cir-
cumstances, reduces the power of the Oireachtas to zero on economic management. This is profoundly unde-
mocratic and this reality is being concealed and denied by the proponents of the treaty.

As a political party we draw inspiration from the ideas and ideals of the French Revolution: of liberty, equality,
and fraternity. We also take on board the message of democracy with its powerful assertion of government of
the people, by the people, for the people. The message from the French Revolution is that we are citizens, not
subjects.

We do not lightly assert that our democracy is in danger. However, within the EU itself we have, over the last
number of years, seen that the aspiration of equal citizenship has been trampled on, and democracy buried be-
neath the interests of the new elite. The power of the international financial industry, and the level of collusion
between the EU elite with that industry, has been clearly demonstrated in events in Greece and Italy. In both
these countries the democratically elected government was deposed in a coup d’état openly orchestrated and
organized by international banking institutions, bondholders and the EU/ECB/IMF troika. In both countries the
democratically elected prime-minister has been replaced by a loyal servant of international banking without any
scrutiny of the murky role some of these individuals played in the lead up to the 2007 crisis.
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Conclusion:

The Workers Party believe that this treaty must be rejected by the Irish people. It represents bad law, bad eco-
nomics and is an affront to democracy.

The tactics being used to persuade people into voting “yes” rely on fear, on a clear misrepresentation of reality,
and on a bogyman ESM Treaty which does not even exist at this time.

This treaty with its triple lock of 0.5% limit for structural deficits; plus the injunction that budget deficits do
not exceed 3% of their gross domestic product at market prices; and that government debt does not exceed, or
is sufficiently declining towards, 60 % of their gross domestic product at market prices will plunge Ireland
(and possible all of the EU) into a further spiral of economic contraction and prolonged recession.

The Workers Party believes that there is a viable alternative plan that preserves democracy, provides hope for
citizens; and generates economic recovery.

Our recovery must be based on ending the ongoing cash-haemorrhage arising from the bank guarantee; on
halting the collapse of the domestic economy; and on creating long term viable jobs which will replenish gov-
ernment income and simultaneously massively reduce the social welfare budget.

The government already has, or has ready access to, the tools that would facilitate these developments. Sadly
what the government does not have is the political will to use these tools.

Utilise the EFSF: If the government has conceded that we will not be able to borrow on the international bond
markets we have 14 months to go to the EFSF and receive the necessary funds there.

Re-negotiate Debt: The bank bailout cost the Irish taxpayers about €70 billion. This is larger than the amount
of money we have been loaned by the Troika. The present arrangement for the repayment of, for example, the
Anglo promissory notes are unsustainable and must be either ended or completely renegotiated. An indefinite
deferral (or indd a cancellation) of the Anglo notes alone would free up €3.1 billion annually for the next
decade.

Equalise our Tax system: Government economic policy which attacks the poorest in society and reduces their
income depresses the domestic economy. Cutbacks will never balance the books. In a three part strategy we pro-
pose (i) a third income tax band of 50% for income over €120,000 per year (ii) A wealth tax at approx 0.6%,
and (iii) An end to the legacy tax avoidance schemes which cost up to €7 bn annually and have minimal if any
positive economic effect.

Develop our Commercial State Companies: We have already published a detailed plan demonstrating how our
commercial state companies, which have historically been the backbone of economic growth and progress in
Ireland, already employ 40,000 people in productive jobs. Working from the model of a State Holding Company
these companies can access international banks for capital and should be focused on developing Ireland’s po-
tential in green energy, new technologies, etc, thereby directly creating and fostering thousands of well paid and
sustainable jobs and simultaneously boosting exports and foreign earnings.

Take control of our own natural resources: Oil and gas are finite resources, are vital to every modern economy;
and are in scarce supply. Ireland has considerable supplies of oil and gas. Unfortunately our government insists
on giving it all away for free to various multinational oil companies. This is national economic sabotage. Ireland
should follow the example of Norway or Venezuela, both small countries on the edge of a continent, who have
taken control of their petrochemical resources and who have, and are, building a modern economy on the back
of those resources.
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On behalf of all the citizens of Europe

the Intergovernmental Treaty on Stability,

Coordination and Governance in the

Economic and Monetary Union

(Austerity Treaty)

must be rejected on 31st May.

By: The Workers Party
48 North Great George’s Street

Dublin 1
wpi@indigo.ie

www.workerspartyireland.net


