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SEANAD ÉIREANN

————

Dé Máirt, 9 Samhain 2010.
Tuesday, 9 November 2010.

————

Chuaigh an Cathaoirleach i gceannas ar 2.30 p.m.

————

Paidir.

Prayer.

————

Business of Seanad

An Cathaoirleach: I have received notice from Senator Denis O’Donovan that, on the motion
for the Adjournment of the House today, he proposes to raise the following matter:

The need for the Tánaiste and Minister for Education and Skills to confirm that the new
second level college, incorporating the new gaelscoil, under construction in Bantry, County
Cork, will be completed in accordance with the original timescale.

I have also received notice from Senator Cecilia Keaveney of the following matter:

The need for the Tánaiste and Minister for Education and Skills to ensure any increase in
registration fees is ring-fenced for student services and that students applying for college
courses in the next academic year will simultaneously be able to apply for their grants in
order that the delays in payments experienced this year are eliminated.

I have also received notice from Senator James Carroll of the following matter:

The need for the Minister for the Environment, Heritage and Local Government to outline
if commercial vehicle owners require a VAT number to pay road tax.

I have also received notice from Senator Fidelma Healy Eames of the following matter:

The need for the Tánaiste and Minister for Education and Skills, in view of the over-
capacity and ongoing demand for school places, to outline the current status of the appli-
cation for new accommodation, including the timeframe for delivery, for Calasanctius
College, Oranmore, County Galway.

I have also received notice from Senator Jerry Buttimer of the following matter:

The need for the Minister for Finance to make a statement on the contract for the lower
River Lee flood risk management scheme.

I regard the matters raised by the Senators as suitable for discussion on the Adjournment. I
have selected the matters raised by Senators O’Donovan, Keaveney and Carroll and they will
be taken at the conclusion of business. The other Senators may give notice on another day of
the matters they wish to raise.
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Order of 9 November 2010. Business

Order of Business

Senator Donie Cassidy: The Order of Business is No. 1, statements on the European Council,
to be taken at the conclusion of the Order of Business and conclude within two hours and 15
minutes, on which spokespersons may speak for 15 minutes and all other Senators for ten
minutes and Senators may share time, by agreement of the House, with the Minister to be
called upon 15 minutes before the conclusion of the debate for closing comments and to take
questions from spokespersons or leaders.

Senator Frances Fitzgerald: We all know this is an incredibly difficult time for the country
and that the impact is being felt by families across the country. It is important we realise that
while, at a macro level, the broad parameters of fiscal policy are being discussed in the Dáil
and the Seanad and at the meetings taking place with Commissioner Rehn, the impact of these
discussions on ordinary families will be profound. In the research findings issued today we see
that people are feeling the impact of the recession in their personal lives. They are concerned
about their mortgage repayments and what the future holds for their children. It is very depress-
ing to hear the country being discussed internationally and predictions by Ernst & Young that
the level of unemployment will remain above 10% until at least 2018. We do not need these
messages. We need to believe there is a more hopeful message. When we see bond interest
rates continuing to rise and hear what international news agencies have to say about Ireland,
this brings home to us the seriousness of the task we face.

Polling information carried in the media today suggests people are very concerned about
being able to repay their mortgages. While this is an issue we have discussed a number of
times, it is important we invite the Minister to the House to debate it again. The Minister for
Communications, Energy and Natural Resources, Deputy Ryan, spoke about it last summer;
the Minister of State with responsibility for housing has discussed it on a number of occasions,
while a number of Senators have had an input into documents on it, including Senator
MacSharry. Will the House have an opportunity to discuss this important aspect of the crisis?

I am not sure everyone in the House agrees with Morgan Kelly’s sentiments expressed in
The Irish Times yesterday, that if we thought the bank bailout was bad, wait until the mortgage
defaults hit home. It is a real issue when one hears about the 84 cases heard in court yesterday
in which people lost their homes. We have heard of no approach to this problem being adopted
by the Government. The House should be briefed by it on the issue as to whether its thinking
has advanced and whether it is feasible and the outcome out of the discussions with the banks.
It is important this key issue for families is discussed in the House, with the broader issues.

I note again from the Seanad schedule that no legislation will be debated this week. Neither
will we have any discussions on the various sectorial areas we said we would discuss. This must
be examined for the next two weeks. At this critical time will the Leader examine what will be
debated in the House next week and have something different from the statements on the
schedule again this week?

Senator Joe O’Toole: It is important to recognise nothing stays the same. At the beginning
of the economic crisis we were told that not only was it bad internationally and nationally but
that we had huge personal debt and mortgage problems. In the past two years the size of
personal debt has been reduced significantly and it has gone away as an issue. If anyone had
listened carefully to the reports on the 83 default cases before the courts yesterday, one would
have noted dthat one after another concerned someone with six houses, someone who had
built a house against a business or some other arrangement. They did not just involve cases of
people losing their homes, if any. I agree with Senator Fitzgerald’s points, but any debate on
this matter must be focused purely on the people who are losing their homes because of mort-
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Order of 9 November 2010. Business

gage repayment difficulties, not on those who use their homes to buy six houses one after
the other.

Last week the House passed a motion on Seanad reform. The matter will not go away. If
the courts ruled last week that an 18-month delay was inappropriate and inordinate in the
holding of the by-election in Donegal South-West, they will certainly rule that a 30-year delay
in implementing a constitutional amendment in respect of Seanad reform, as passed by the
people in a referendum in 1979, is completely out of the question. If the Government acted so
smartly after the High Court’s declaration, should it act more smartly on a decision made by
the House?

Senator David Norris: Hear, hear.

Senator Joe O’Toole: Will the Leader inform the House where next with this matter?

Over the weekend the main Opposition party published a policy document, Reinventing
Government. It contains many proposals with which I disagree, but it is an intriguing and
innovative document that raises issues that need to be discussed. It contains many positive
proposals which I welcome and at which the Government should look seriously. They should
be debated in the House in a level-headed and broad-minded way. Its approach to quangos,
for instance, is quite different from that adopted in other proposals I have seen.

We should now be organising the second debate on the Croke Park agreement to assess
what progress has been made in the intervening month. Will the Leader give a commitment
that it will be dealt with later this month?

The international media are seeking all-party consensus on the economy. Senator Fitzgerald
rightly raised the international media’s reporting on the economy. It is not all bad; some of it
is good. For example, The Wall Street Journal had a positive article on the economy this week.
We need to know what is the Opposition’s response to the international view that there should
be a consensus approach to the Government’s budgetary plans. I want to hear how the Govern-
ment will make this happen and how the Opposition will engage with it.

Senator Alex White: In seeking consensus on a particular course of action one would have
to know the proposed course of action before answering the question as to whether one agreed
with it. That is a first principle.

Senator Marc MacSharry: Or disagree with it.

Senator Alex White: For example, if consensus is being sought on a four-year plan, we will
have to see the plan before we can decide whether we agree with it. Is that not straightforward?
Anyone can see that that is agreeable.

From the brief reports I have heard on the meetings which took place with the Commissioner
this morning, I do not know whether matters have changed specifically. Perhaps the Leader
might comment on this. However, there appears to be less certainty about the figure of €15
billion in the four-year adjustment period. The three main parties are agreed on the need to
make an adjustment in order that we can get to the figure of 3% by 2014. There should be no
question about that target, but what will it actually mean? We know that up to three weeks
ago the Government believed the adjustment figure would be €7.5 billion which quickly became
€15 billion. Three scenarios were presented by the Government for the budget to be announced
in December. On 22 October The Irish Times reported Government sources as saying the
Department of Finance was seeking an adjustment of €4.5 billion. Only two and a half weeks
ago the figure was €4.5 billion, it is now €6 billion. Anyone may look to the Opposition for
consensus or certainty, but we must look to the Government in the first place for a sense of
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Order of 9 November 2010. Business

[Senator Alex White.]

what is going to happen. I agree and accept that the situation is fluid. The Government must
examine the growth predictions for next year and where we will be this time next year with
the unemployment figures and so on. I accept that matters are in a state of flux, but Senators
on the other side of the House should not demand certainty from the Opposition, a demand
they do not make of the Government. This is simply not logical.

It is the principal objective of the Government to prepare a budget, present and have it
passed by the Dáil. There is a lot of talk about whether the Opposition parties will help to get
the Government over the line. The Government must get the budget over the line. If it cannot
do so, it will lose not just the confidence of the people, it will also lose the confidence of
Parliament and have to go. That is the way our democratic system works. It does not mean,
however, that we are against adopting a co-operative approach. We will do everything we can,
for example, concerning the adjustment to be made in the budget. The Labour Party will come
forward not just with a clear and specific set of objectives, it will also show how they can be
achieved. When we talk about consensus, let us be clear about what we mean. Let it be under-
stood that, in the first instance, this is the job of the Government.

Senator Dan Boyle: I represented my party in a series of meetings held by Commissioner
Rehn this morning and heard clearly what he was saying. I presume he said the same thing to
all of the political parties. He stressed the need for consensus. I am sorry if I am breaking a
principle, but I disagree with what Senator Alex White said. My understanding of consensus is
not, “You tell us what you are going to do and we will tell you whether we agree”. Consensus
is about recognising the nature of the problem and making suggestions to solve it. It is about
deciding how problems can be dealt with collectively. That is what we are lacking in the political
system. We should contrast what is happening in the country with what happened recently in
Portugal which is facing similar problems. The main Portuguese political parties held talks
which broke down initially but then resumed and a budget was presented. The Opposition party
abstained to allow the budget to go through in the national interest. That is what consensus is,
but we are still a long way from this.

Senator Maurice Cummins: Is that consensus?

Senator Dan Boyle: The message from Commissioner Rehn was there was a need for struc-
tural changes to bring us into line with more sustainable economies in the European Union.
On these grounds, we need to have a wider debate.

As regards the budgetary process, suggestions are being made about public sector reform. I
agree with what Senator O’Toole said, particularly about the interesting Fine Gael document
entitled, Reinventing Government. No one in political life can claim to have all the answers to
all of the problems. At this time in our political and economic history we especially need to
take ideas on board from whatever source, debate them and see if they can be brought to
fruition. If we are talking about reinventing government, we must also talk about reinventing
democracy. That means having a wider debate and getting rid of the old paradigm of the
Government is right and the Opposition is wrong or vice versa. Then, we might go about solving
our problems in this country.

Senator Paul Coghlan: There is no doubt we are in an dangerous place — standing on the
brink — and we all have duties to stabilise finances and assist in restoring foreign confidence.
Foreign confidence is one of the major ingredients that is absent. Fine Gael will publish its
plan and its commentary on the four-year budgetary plan. We will present budget proposals in
advance of the budget. Who knows what will happen following the meetings that took place
with Commissioner Olli Rehn. Matters are evolving.
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Regarding the mortgage difficulties referred to by Senators Fitzgerald and O’Toole, our
concern in seeking a debate relates not to those who engaged in property speculation or who
have a multiplicity of properties and are in difficulty but with genuine family homeowners.
Something must be provided in order that they can park debt or park interest for an interim
period to assist those genuine people in dire straits. This will be made more difficult because
we will all be hit by the budget on 6 December. In support of what Senator Fitzgerald said, I
plead with the Leader to arrange a meaningful discussion on this subject. I acknowledge that
Senator MacSharry and others have done some work on this area and it is now timely to
revisit it.

Senator Paschal Mooney: It is timely that all sides of the House are addressing the economic
issue, having had our minds focused by the visit of the European Commissioner. The main
challenge facing this Government is to convince international markets, those who lend us
money, that we will be in a position to pay it back. The uncertainty created by the Germans
primarily, in alliance with the French over recent months, has resulted in the bond rate increas-
ing to an unprecedented 8% and is the other major challenge facing the Government. We
do not have to borrow on the international markets until late spring or early summer but
notwithstanding that, the message coming from bond markets is that they do not believe Ireland
has the capacity to pay back the money. Members on all sides of the House agree that the
attempts being made and the consensus arrived at in terms of broad parameters will get us out
of this difficulty. The problem is that uncertainty must be addressed. I am not sure that speaking
in this House will get as far as the German Bundestag or to the chancellery in Berlin but
Chancellor Merkel should end the uncertainty and come out with proposals. It is not enough
to leave statements hanging in the wind alleging default by countries on the periphery of the
EU and stating that harsh sanctions will be imposed on countries that default. That is what has
caused the bond market yields to go up and what has led us having to look at the possibility
of borrowing at these high rates. In that context, I welcome much of what Senator Boyle said
and what he believes about consensus. Consensus is about trying to agree on those parameters.
I have no doubt the Opposition will rise to the patriotic challenge when the specifics of the
plan are announced over the next few weeks.

Senator David Norris: Commissioner Rehn is in Dublin and he is welcome. I wish him and the
Government well on their discussions but I regret that he was unable to meet representatives of
the marginalised and vulnerable. I refer in particular to Social Justice Ireland. It was said he
would not meet any representatives of the community and voluntary pillar. I hope the Govern-
ment tells Mr. Rehn that its responsibility is primarily towards the people of Ireland and Irish
society rather than protecting property speculators, delinquent bankers and international finan-
cial institutions from the consequences of their gambling instincts and unwise decisions. I make
this point in the context of an article on the same front page of The Irish Times which indicated
that an 81-year-old woman perished in a fire after her electricity had been cut off. I must
emphasise that this was not cut off by the ESB but by her son-in-law, who had just lost his job
and was transferring the bill to his wife’s name. We must retain the human element. In that
context, I welcome the publication by the Irish Human Rights Commission of an interim or
partial report on the situation regarding the Magdalen Laundries. From this it appears very
clear that the State and some of the religious orders have questions to answer. In particular,
questions arise about official State records being incomplete or unavailable, the existence of
records in the possession of religious orders, which should be made public, and the fact that a
latter was sent to a Deputy in response to a question on 4 September 2009 by the Minister for
Education and Science stating that the State did not refer individuals nor was it complicit in
referring individuals to the laundries. That is clearly incorrect. Enough questions were raised
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[Senator David Norris.]

by the Irish Human Rights Commission for us as part of the Oireachtas to require that a
statutory commission is established. This also should include the Bethany Home, which the
Church of Ireland archbishop has said should be included in the redress system.

Senator Cecilia Keaveney: I note the historic event where the Joint Committee on the Imple-
mentation of the Good Friday Agreement met today with the Northern Ireland Affairs Select
Committee from Westminster. It is a first which shows the evolution of the Good Friday Agree-
ment where representatives not only from North and South but east and west were present.
We are usually in separate locations but we had members from all points of the compass, with
cross-membership of the Northern Ireland Affairs Select Committee and the Joint Committee
on the Implementation of the Good Friday Agreement, in the one location. Everybody’s joint
efforts to look at issues such as the dissidents and the threat to economic prosperity, and more
positively, the opportunities we will have to drive prosperity in the province of Ulster was core
to the debate and discussions.

I ask the Leader to facilitate a debate and information session on the switch-off of the
analogue service for television on the island of Ireland when we will go digital in 2012. My
information is that a number of relays are not included in the system. We need answers on
what is included, what is excluded and what the costs will be for people once the transition
takes place. There is no point in getting into a panic a week or a month before the event takes
place. Currently, there is a concept known as “saorview” and “saorsat”. It will be far from saor,
free. We need to discuss a lot of technical detail. Ultimately, it will cost people, especially in
certain locations in rural and urban parts of the country, anything between €150 and €250 for
the switch-over and multiple uses of technology. We should debate the issues in advance of the
change and ensure that television through which we sell our message and get information is
not a complete disaster on the 2012 switch-over from analogue to digital.

Senator Eugene Regan: When we are looking for consensus in this House the one important
thing is that we do not get lectures from the Government benches on the economy and the
public finances because it is the Government which is totally responsible for the mess and
economic crisis we are in.

It should be acknowledged that a fair measure of consensus has been reached to date. There
is acceptance on the need to reduce the budget deficit to 3% by 2014. There is agreement also
on the front-loading of the cutbacks of €6 billion. Cutbacks of €15 billion cannot be agreed or
even confirmed by the Government until realistic estimates are made of the growth rates that
are anticipated. The involvement of the Commission in deciding on those projections gives
comfort that perhaps we can have confidence in the figures presented by the Minister for
Finance in future.

The other area of consensus is that the budget deficit would be below 10% in 2011.

3 o’clock

The Government’s view is that the balance between expenditure cuts and taxation increases
should be 3:1. A fair measure of consensus on the broad parameters would allow us to give
some indicators to the market and Commission Rehn who has referred to Ireland as a low tax

economy. However, that is not so in one respect. In successive budgets the price
of cigarettes and tobacco was raised to double that in the rest of Europe. The
problem in this regard is that, apart from not succeeding in reducing the level of

consumption of tobacco, an extraordinary illegal trade has been created from which criminal
gangs and dissident republicans are benefiting. If we continue down this route and do not
reverse the flawed policy followed in successive budgets, we will have a major problem in
law enforcement.
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Senator Cecilia Keaveney: Some experts believe price increases are the only way to deal with
the problem.

An Cathaoirleach: No interruptions, please.

Senator Ann Ormonde: The discussion seems to centre on the meaning of consensus and
how we can reach it. Far be it from me to lecture anyone on the definition of “consensus”, but
I hope that, as a result of Commissioner Rehn’s suggestion, we will sit around the table to try
to tease out matters. There is a bigger picture and one-upmanship is not what I want for the
country. I want us all to reach agreement together to try to get out of this awful mess.

I raise the topic of Tallaght hospital. Dr. Maurice Hayes has reported on the discovery of
unreported X-rays and GPs’ letters of referral which were not forwarded. I seek a debate on the
question of whether patients were harmed as a result. There have been significant inefficiencies,
mismanagement and ad hoc queuing arrangements in making patient appointments. Will the
Leader provide time for a debate on this issue to ascertain whether measures are being put
taken to arrest and correct the matter? Most people in the Tallaght area are anxious about and
aware of the mess in the hospital. A debate would be worthwhile to clarify whether there have
been improvements.

Senator Ivana Bacik: I join others in calling on the Leader to arrange a debate on the econ-
omy in the wake of the visit of Commissioner Rehn. As Senator Ormonde mentioned, there
has been some debate on the definition of “consensus”. Clearly, there is no consensus, but
having listened to Senator Boyle and others, I am worried that the Government’s definition of
“consensus” is that the Opposition should roll over, take whatever the Government will give
it in the budget and abstain from voting. That is not consensus.

Senator Dan Boyle: The Senator has the wrong definition.

An Cathaoirleach: Questions to the Leader, please. There should be no interruptions.

Senator Ivana Bacik: That is no one’s definition of “consensus”.

Senator Dan Boyle: The Senator is no stranger to steamroller politics either.

Senator Eugene Regan: It is the Green Party’s definition.

Senator Ivana Bacik: It is consensus Green Party style. In anyone’s definition consensus is a
two-way process. On a serious note, that is what it must be.

Senator Dan Boyle: People are listening.

Senator Ivana Bacik: How can the Opposition possibly agree when it does not have the
information it needs to decide whether it can agree? I am concerned that Irish borrowing costs
are at a record high on international markets. It is urgent, therefore, that we know what are
the terms of the four-year plan, yet the Government has decided to delay publishing it until
after the by-election in County Donegal. This does not seem to be a way to achieve political
consensus, as Commissioner Rehn stated. It does not seem to be the case that we are being
given the information we need in a timely fashion in order that we can consider it and discuss
it with the Government. The Government needs to actively promote consensus, not to take
political potshots at the Opposition.

Will the Leader arrange a debate on the elections in Burma? Since the sham elections took
place at the weekend, we have seen worrying reports of thousands of refugees fleeing into
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[Senator Ivana Bacik.]

Thailand. The likely outcome of the election is that the military regime will continue to be
propped up. Aung San Suu Kyi and other Opposition leaders remain under arrest and in
detention. We need to have a debate on the very serious political situation that is unravelling
in Burma.

Senator Marc MacSharry: I join other Senators in asking the Leader to contact the Taoiseach
and the Minister for Finance, Deputy Brian Lenihan, on the issue of mortgage arrears. The
expert group on mortgage arrears chaired by Mr. Hugh Cooney is to give its final report to the
Minister this week. I have concerns as to the superficial nature of some of the actions that may
be contained in that report and hope that even at this eleventh hour some of these rumoured
actions, or rather the lack thereof, in the report can be addressed. I speak as one who is
involved in the prevention of family home repossessions group, established in March 2009.
Many Members of this House at that time joined in highlighting what would become a huge
problem. At this late stage it is interesting to see that many economists and others now agree
this is a problem and a new group plans to take legal cases against banks to challenge the
underwriting quality of that time, and rightly so. I could speak for hours on this but the
important point is that the Oireachtas faces this issue as a real one. As we contemplate the very
difficult decisions that must be taken in coming weeks I believe there is automatic consensus on
one matter, namely, the protection of the family. To give adequate protection to the family we
must ensure to protect the family home — not trophy homes or investment properties. In order
to do that statutory change is needed in regard to the Enforcement of Court Orders Act, for
which I have lobbied in this Chamber for some time. Also required, irrespective of the market’s
reaction, is an acknowledgement that debt sharing is the only way to give adequate protection
to family homes. That is essential as, clearly, we will have to contemplate other financial diffi-
culties and are prepared to do so. Family homes must be protected.

My second and concluding point relates to the Croke Park agreement. Although I am a
strong advocate of partnership, as are many Senators, I ask the Leader to contact the Taoiseach
and suggest that he invite all the social partners to the Oireachtas so we can examine those
aspects of the Croke Park agreement which I believe are no longer possible to implement given
the change in the past 12 months. One need only look at reports in today’s newspapers on
education expenditure, 75% of which is on pay. We know that 70% of the health budget goes
on pay. Colleagues, it is time we faced the elephant in the room. We are paying ourselves too
much throughout all Departments, particularly the higher-paid.

Senator Mary M. White: Good man.

An Cathaoirleach: Time, Senator.

Senator Marc MacSharry: Rather than continue to ignore what must be faced, let the
Members of this House acknowledge we need reductions in public sector pay throughout the
entire public service, particularly for the higher paid.

Senator Jerry Buttimer: I join Senator Fitzgerald and other Senators in calling for a debate
on the financial crisis facing many couples and partners in their homes. The biggest threat to
family life today is paying the mortgage in a mortgage crisis situation. This massive crisis is
putting a strain between partners and between husbands and wives. It is unbelievable. We have
an obligation to protect the family and the family home. As Senator MacSharry noted, that
means we must look at this issue from a collective and holistic point of view. If it means
embracing second generation mortgages and so on, let us do that. Let us consider the European
model and not be afraid to look at it. Let us have Government action on the protection of the
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family home. If a family does not have a home it has nothing. The Government has an obli-
gation to take action.

Senator Boyle again raised the issue of consensus. I remind the Senator that consensus is not
about the Opposition rolling over and doing the Government’s bidding but involves meaningful
dialogue and the constructive passing of information. The Government has not done this and
has got it wrong on every occasion. The Minister for Finance has not had the correct figures
on any occasion. He should come to this House, as should the Taoiseach. The Taoiseach should
come to the House this week and explain what he knows about Anglo Irish Bank and what he
knew about the banking situation before it collapsed completely. What does he know? What
does the Government know? One cannot believe the day from this Government which has got
its figures wrong at every opportunity.

Mr. Rehn spoke about consensus. The best consensus we could have would be to go to the
people and let them decide who should govern. The people have no confidence in this Govern-
ment and do not believe it or have trust in it. They do not see its policies working. There are
450,000 unemployed, a generation is emigrating and people are living in fear every day.

Senator John Hanafin: I, too, ask for a debate on consensus. I am confident there is consensus
within Europe to the effect that we can deal with our difficulties. That consensus was expressed
by Commissioner Michel Barnier last week and Commissioner Olli Rehn today in the belief
that we can manage our finances and that there is a way forward and a clear path through the
European model.

There is another consensus in certain parts of the Irish media, however, which have gone
from biased to pure inquisition. There is no objectivity whatsoever in certain quarters of the
Irish media. They want to do down this country at every hand’s turn. Have they no confidence,
pride or self-belief? We were in much worse difficulties in the past and faced much more
difficult times in terms of our opportunities for export, the interest rates we had to pay on debt
and the numbers that were unemployed. It is saddening to think that Ireland is the only country
in Europe that has no objectivity in certain parts of the media.

Senator Nicky McFadden: I join others in calling for a debate on the economy, especially
how it is affecting our citizens, in particular those who are trying to keep their homes. I com-
pletely agree with Senators Fitzgerald, Buttimer and MacSharry about people who are desper-
ately trying to hold on to their homes. More than 100,000 people in Ireland are struggling to
pay their mortgages, equivalent to one in eight. Some of these people go without food and
borrow from their families as well as from this, that and the other to try to keep their homes.

This is a very powerful constituency, and I am sure there are more. It is a massive number
of people and I assure the House that if one or two decide to form a coalition with all the
others in a similar situation, stop paying their mortgages and treat the Government in the same
way as they have been treated by this country, then we will stand up and take notice. It will
take €30 billion to pay off the Anglo Irish Bank debt, equivalent to two to three years of
taxpayers’ money. It will take another three years to pay off Bank of Ireland and AIB. What
the Government has done to the country is criminal, and I rubbish this consensus proposal,
because it is not fair. This Administration has been in power for 12 years and has run the
country into the ground. I really resent Senator Boyle calling for a consensus. While I appreci-
ate the country is in a very serious situation, I ask right now for people to be conciliatory,
to care for those about to lose their homes and to find ways to ensure they can remain in
their homes.

Senator Mark Dearey: I, too, call for a debate on the economy following the visit of Com-
missioner Rehn. I remind the House that he has said political consensus would be helpful in
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[Senator Mark Dearey.]

the situation in which we find ourselves. We all have a duty to take on board what that means.
However it is implemented, consensus will help Ireland’s recovery. To rubbish it is premature
and irresponsible given that the call was made to us only yesterday. It is something we need to
look up to.

Commissioners such as Olli Rehn and Michel Barnier are expressing confidence in our ability
to get out of this ourselves by our own actions. It will take extraordinary seriousness of intent
on our part, as a political class and not merely as Government and Opposition, to do that. It
is incumbent on us all to make it happen, as it can, given the serious of application that is
called for. It cannot be about sectors; it has to be about Ireland.

Senator Nicky McFadden: It is a pity the Senator did not think of that when they were all in
the Galway tent.

An Cathaoirleach: No interruptions, please. Questions should be directed at the Leader only.

Senator Mark Dearey: The question with the Croke Park deal is whether we can find agree-
ment across the House on its review date. The review date of March next is probably too late.
While I appreciate that is what has been agreed, an earlier review would be extremely helpful
in the circumstances in which we find ourselves. It would allow us to reconfigure what has been
achieved so far. I acknowledge what has been achieved, as I did several times when the unions
voted on the Croke Park deal. The review needs to take place sooner to provide us with an
opportunity to use every mechanism within our power to deliver the type of rescue plan the
country needs.

On mortgages, I commend Senator MacSharry on his work and observations in this respect.
The negative equity locked down in so many mortgages is an enormous millstone around our
prospects for economic recovery. I hope the recommendations of the report to be brought
forward this week will release people from some of that negative equity. The moral hazard is
at times over-stated and is an easy cover to do nothing. We need to be clever and to find ways
through which we can by-pass that moral hazard and free up people, for their sake and that of
the wider economy.

Senator Feargal Quinn: A British politician once said that the duty of the Opposition is to
oppose, which I have never supported or quite understood. It is the duty of every elected
person to ensure legislation to protect society as a whole. The whole question of consensus
must, therefore, as Senator Boyle stated and Commissioner Rehn suggested, come into being.

We are faced with a serious situation. However, we faced as tough and difficult a situation
23 years ago in 1987. The Leader of the Opposition stated at that time that if the Government
did the right thing it would not oppose. We got ourselves out of that situation within a few
years to the extent that we jumped from the bottom of the pile to the top of it. We can succeed
but to do so requires us all to work together. In regard to Commissioner Rehn’s comments
about consensus, it is important that rather than engage in point scoring we accept that what
we need at this time is consensus.

I would like to take up one other matter with Senator Boyle. We must have an open mind
on certain matters. I note there are three Members of the Green Party in the House today. I
am concerned about some of the Green Party’s fixed ideas, in particular in regard to genetically
modified foods. I ask that the Leader provide time for a debate on that issue, if possible. Oxfam
recently stated that if we are to solve the world’s food problems in the years ahead we will
have to consider the use of biotechnology in some form or other.
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Senator Mark Dearey: I would welcome that debate.

Senator Feargal Quinn: Those who say that our minds should remain closed to this will
damage opportunities for Irish agriculture and farming. We must remain open minded and
consider whether genetically modified foods have a future. Let us not jump to suggesting there
is no future in it and condemn it on that basis. I ask that the Leader provide time in the near
future for a debate on that matter.

Senator Mary M. White: As spokesperson for children on this side of the House, I draw my
colleagues attention to an article in yesterday’s The Irish Times by Jamie Smyth in which he
stated that during the first nine months of this year 13 children under the age of 16 years were
admitted to adult psychiatric beds in our hospitals. It is totally against the human rights of
children that they would be admitted to adult psychiatric units.

Senator Nicky McFadden: Hear, hear.

Senator Mary M. White: Not alone are the children open to risk but the nursing staff are not
trained in treatment of children with psychiatric problems. I spoke earlier today with Mr. Hugh
Kane, chief executive officer of the Mental Health Commission who told me he has appointed
a senior Scottish psychiatric consultant to investigate the reason nine of the 13 children admit-
ted to adult psychiatric units are from the Limerick area. The Scottish consultant’s report will
be completed within the month.

I also spoke recently to Mr. Martin Rogan, assistant national director of the Health Service
Executive mental health directorate. He questioned the reason for this cluster in Limerick and
expressed the concern that social deprivation may be the reason so many people in Limerick
have mental health issues. The good news is that two new 50-bed units for children will shortly
be opened in Galway and Cork. With the additional special dedicated beds in psychiatric
hospitals in Dublin for children, progress will be made, but having the issue on the radar in
this House was a driver and contributed to ensuring these new beds are available for children.

Senator Paul Bradford: I support my colleagues who asked the Leader to provide sufficient
time in the very near future for another debate on economic matters, including banking, the
mortgage crisis and, more important, the overall economic position. While it is a cliché to say
the clock is ticking, it is also correct. We are almost reaching the end game. One need only
observe what is happening on the international financial bond markets. It is a vote of no
confidence not just in the Government but, I fear, in our political system also. There is a view
that we are not able to deal with the current economic crisis. Those of us in this House should
be in a position to provide a degree of leadership by, at least, having a further broad spectrum
economic debate.

While I agree with Senator Bacik that we do not and cannot have consensus, we are examin-
ing the concept of consensus in a negative fashion. We are seeing it as a cave-in. For the
Government, it must mean that it is willing to reflect on what the Opposition is stating and
consider the proposals made in documents such as the fine and far-seeing one produced by
Fine Gael at the weekend entitled, Reinventing Government. On our side consensus means
that we should, at least, be willing to listen to what the Government has to state, but I genuinely
believe the public, while not debating the concept of consensus, is calling on all of us to play
our role in national recovery. We cannot be sure what that role will be, but we need to consider
the options. Politics is not a one-way street. For far too long we have had an old-fashioned
view of the role of Government and the Opposition. I was taken by what Senator Quinn said
and agree with him. Surely every elected Member of this House has something to say. If all we
can say is no, we are in the wrong country and Parliament and from a different era. The
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Government should give us the opportunity to bring forward ideas with an assurance that it is
willing to listen. If even one quarter of what Fine Gael proposed last Sunday was taken on
board by the Government in the near future, it would help to transform the country. We need
that transformation. We are giving the Government some ideas and I ask it to please listen
to us.

Senator Niall Ó Brolcháin: I agree with Senator Bradford who has made a valid point. I
agree with other Senators also. People cannot be bullied into consensus. The Green Party is
not proposing anyone should be bullied into adopting a consensus position, rather it is stating
we all need to pull together because this is a very tough time. I want to see a debate on the
economy take place.

I agree with Senator MacSharry, in particular, on the issue of public service wages which he
called the elephant in the living room. At the peak of the boom we had the benchmarking
process when the salaries of workers in the public sector were benchmarked against those in
the private sector. People are telling me there should be benchmarking in reverse; however, it
would not be benchmarking in reverse but a renewed benchmarking process.

On the national minimum wage, I have long held the view that there should be a maximum
wage in the public service. Currently, workers in the public sector are earning over 50 times
the national minimum wage which in the current economic climate is obscene.

Senator Mary M. White: Yes.

Senator Niall Ó Brolcháin: A maximum wage should be introduced and linked with the
national minimum wage. I propose that it be around eight times the national minimum wage,
not 50, which is obscene. We must deal with higher wage earners. No one in the public sector
should be earning more than the Taoiseach.

Senator Paschal Donohoe: I support the calls for consensus made by many of my colleagues.
However, it is important to emphasise the point made by Senator Regan about the degree of
consensus that already exists in many areas, including on the need to reduce our deficit to 3%
of GDP by 2014, to implement budgetary adjustments at an early stage, and to ensure that
what we do stays within the eurozone framework. In some ways, our difficulties are so grave
that to blame our crisis on the lack of consensus is to miss the point. The financial markets are
looking at Ireland and they know all the main political parties are committed to the broad
strategies that are in place. They are not doubting the commitment to those strategies but the
strategies themselves. They are doubting whether the State has a sufficient appreciation of the
budgetary difficulties in which we find ourselves, and they are doubting whether our statement
that our banking difficulties have come to an end is correct.

The calls for consensus are based on the assumption that if we reached a full consensus our
difficulties would go away. I do not think that is our main challenge. Our issue is not a lack of
consensus about the strategy; it is that the financial markets are doubting the strategy of this
Government, and potentially the entire political system, in terms of dealing with the vast diffi-
culties in which the State finds itself. That is the real challenge that this Government probably
cannot face up to any more, but that the next Government will certainly need to.

Senator Camillus Glynn: I strongly support Senator Mary White in her remarks about chil-
dren being inappropriately placed in adult psychiatric facilities. Child and adolescent psychiatry
is a specialised area. I encountered this when I was in the profession, and I am disappointed
to hear that it still obtains. Every effort must be made to reverse it.
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(Interruptions).

An Cathaoirleach: Somebody’s phone is switched on.

Senator Dan Boyle: It is not mine.

Senator Camillus Glynn: I must compliment the Minister of State at the Department of
Health and Children, Deputy Moloney, on the efforts he is making in the area of psychiatric
services. It was certainly the Cinderella service for many years, but since he became a Minister
of State he has been making a real effort, and I commend him on it. We must clearly state in
the House that the placing of children in need of psychiatric care in adult facilities is not
appropriate. Children with a psychiatric aspect to their illness need to be treated in a way that
is appropriate to their condition. I am disappointed to hear of this case in the mid-west, as it
should not be so.

Senator Rónán Mullen: President McAleese has paid tribute to the Irish Council for Pris-
oners Overseas, which was established by Irish Catholic bishops in 1985 and which is celebrat-
ing 25 years of good work in supporting overseas prisoners, advising them on issues such as
repatriation and deportation, and helping to make referrals to post-release support agencies. I
am waiting and hoping to take part in the continuation of the debate about overcrowding in
Irish prisons. There is a need for further discussion about how we treat prisoners.

It is interesting that the former governor of Mountjoy Prison, John Lonergan, has been
critical of the Irish Prison Service with regard to its handling of the release of Larry Murphy
last August. Larry Murphy may be a person with whom nobody here would sympathise, but it
is undoubtedly the case that when it comes to the treatment of prisoners, we should favour a
system that is not just punitive but also focuses on rehabilitation. One of the main problems in
the case of Larry Murphy was that it was not mandatory for people to take part in treatment
programmes to deal with their criminality and their attitudes. Such participation should be
made mandatory, and we should incentivise prisoners by linking early release with their having
satisfied certain requirements with regard to attending treatment and coming to terms with
what they have done.

I noticed that in the Minister’s speech last week there were no references to restorative
justice, on which I would like to put the focus at the next opportunity. I ask the Minister to
indicate whether it is the Government’s intention to bring forward a prison system that will
not only justly punish but also seek the rehabilitation of offenders.

Senator Mary M. White: He talked about that matter the other day.

Senator Rónán Mullen: From what I heard, very little was said about it, but I am open
to correction.

The second issue I would like to raise——

An Cathaoirleach: No, the Senator has had his two minutes.

Senator Rónán Mullen: I will finish by asking the Leader to outline the progress made on
the animal welfare legislation about which I asked previously. As far as I can see, no legislation
will be discussed this week. I have mentioned previously that it is legal to dock the tail of a
puppy up to one month old without using an anaesthetic and that it is not a crime to attend
an animal fight. We should get busy to make the country a better and more humane place
for animals.
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Senator Donie Cassidy: Before responding to the issues raised on the Order of Business, I
offer our congratulations to Mr. Noel Curran, the new director general of RTE, as announced
earlier today.

Senators Fitzgerald, O’Toole, Alex White, Boyle, Mooney, Norris, Regan, Ormonde, Bacik,
Hanafin, McFadden, Dearey, Quinn, Bradford, Ó Brolcháin, Donohoe and Mullen all
expressed their views on the visit of Commissioner Olli Rehn. It was certainly a very good idea
to achieve consensus and brief the leaders of all the parties. With the involvement of the
Minister and the Governor of the Central Bank in his deliberations and discussions, it is a
partnership that can only bear fruit. I know times are very difficult and unprecedented, but in
the national interest it is extraordinary what can be achieved. Everyone is to be complimented
on and commended for their efforts to make a contribution. I will have no difficulty in holding
a major debate on the four-year budget plan as soon as we receive the final figures and also
on the need for a stimulus package, as without growth and competitiveness we will not get
over the problem as easily or as quickly as one might think. A major stimulus package needs
to be put together in an effort to create employment. While it is marvellous that 1.8 million
people are continuing to work during these very difficult times, the 450,000 who are unem-
ployed or available for work certainly present a challenge which we need to meet head on.

Many colleagues called for a debate on the challenge mortgage holders are facing in making
repayments. We all fully support Senator MacSharry and the great work being done by Mr.
Hugh Cooney, chairman of the expert group on mortgage arrears and personal debt which is
due to report later this week. As soon as the report is made available I will listen to the
suggestions of Senators and we can debate the issue in the House to see what we can do to
help everyone concerned. Senator MacSharry has suggested an amendment may be required
to the legislation on the protection of the family home. That is an aspect we should debate and
discuss in the House.

Senator O’Toole spoke about Seanad reform and the decision made by the House last week.
I am sure that whenever time is available, the Minister will assess that decision. These are
difficult times and there are considerable demands on the time of Ministers, particularly in
formulating the budget. There have never been as many Cabinet meetings in the formulation
of a budget. As the Minister said in the House, the amount of time spent on formulating the
three budgets announced in the past two years was equivalent to that put into formulating the
previous seven or eight. It is a matter of the Minister finding time in his diary. I will keep the
House updated as I receive information from him.

Senators O’Toole, Boyle, MacSharry, Dearey and Ó Brolcháin suggested we should debate
the Croke Park agreement again. I have no difficulty with such a debate taking place before
the Christmas recess, possibly within the next two to three weeks. I take on board the view
that there should be an early review, if at all possible.

Senator Norris spoke about human rights, State records and the Tánaiste and Minister for
Education and Skills. I will pass on his strong views to her.

Senator Keaveney spoke about the challenge faced in the switchover from an analogue to a
digital television service in 2012 and, in particular, the needs of householders in rural areas.
We should hold a special debate on the matter, as such householders will face a considerable
challenge. The Senator also spoke about the historic meeting today of Oireachtas Members
and their Westminster colleagues and the excellent work being done with the Joint Committee
on the Implementation of the Good Friday Agreement and other committees. I share her views
in that regard.
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Senator Ormonde expressed serious concerns about Tallaght hospital which I will discuss
with her after the Order of Business. Perhaps the issue might be dealt with in Private Members’
time in order to get a response to the matters she brought to thea ttention of the House.

Senator Bacik expressed strong views on the Burma elections, while Senator Quinn called
for a debate on food production and processing, the challenges facing farmers and the quality
products being produced in Ireland by the farming sector. There is an opportunity for the
industry and I will certainly allocate time for such a debate.

Senators Mary White and Glynn spoke about the 13 children under the age 16 years admitted
to adult psychiatric units, nine of whom are from the Limerick area. I welcome the provision
of two 50-bed units for children in Galway and Cork which, as Senator Mary White said, are
at an advanced stage. The Minister of State with responsibility for mental health services will
be in the House tomorrow when the matter can be debated after the Order of Business.

Senator Mullen spoke about the Irish Council for Prisoners Overseas. The debate on current
overcrowding levels in prisons will resume at 2 p.m. on Thursday. The Senator also asked
about the animal welfare Bill, on which I will update the House on the Order of Business
tomorrow morning.

Order of Business agreed.

European Council: Statements

Minister of State at the Department of Foreign Affairs (Deputy Dick Roche): There were
four main items on the European Council agenda for 28 and 29 October 2010. The first was
the report of the task force chaired by Mr. Van Rompuy, President of the European Council,
the second was preparations for the G20 meeting which takes place in Seoul later this month,
the third was preparations for the Cancun conference on climate change and the fourth was
preparation for a number of forthcoming summits, including those with the United States,
Russia and Ukraine.

In March this year the European Council asked its President, Mr. Herman Van Rompuy, to
establish a task force of the member states, in co-operation with the Commission and the
European Central Bank, to examine options to strengthen the Union’s framework for economic
governance and to bring forward recommendations before the end of 2010. As Senators know,
events caught up with this original proposition and in April, in the face of extreme pressure
from the international markets, Greece was forced to ask the EU for support. This led to the
creation of an ad hoc rescue package based on bilateral loans from other eurozone member
states, in which Ireland played its part. In May, the European stabilisation mechanism, aimed
at preserving financial stability, was put in place for a period of three years up to mid-2013.
This was achieved through the establishment of the European financial stability facility through
which euro area member states agreed to provide pro rata guarantees in respect of funding
raised to support member states which find themselves in difficulties caused by exceptional
circumstances beyond their control.

The task force produced its final report on 21 October. It is to be commended on the speed
with which it carried out its task. The report made recommendations aimed at strengthening
fiscal discipline in the Union, introducing new macroeconomic surveillance arrangements and
setting the principles for a robust crisis management framework. The package of measures
proposed by the task force includes a number of key elements. The report proposes a strength-
ened Stability and Growth Pact and the introduction of greater financial discipline with an
enhanced focus on public debt as well as deficits. While the report found that the current
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framework remains broadly valid, it felt that it needs to be applied in a better and more
consistent way. In particular, there is a need for a greater focus on debt and fiscal sustainability.

On sanctions, which were the subject of particular and detailed consideration, the task force
has sought to strike the right balance. It proposes to enlarge the spectrum of sanctions available
and to apply them earlier and on a more semi-automatic basis than is currently the case, with
the new arrangements, in the first instance, applying to euro area member states only. The task
force report also recommends the introduction of a new macroeconomic surveillance frame-
work, including an excessive imbalances procedure which will operate alongside the Stability
and Growth Pact. Under this new arrangement, an annual assessment of macroeconomic imbal-
ances and vulnerabilities will be undertaken. In especially serious cases, where prompt correc-
tive action is not taken, euro area member states will ultimately face sanctions.

The report also notes the agreement of the European Council earlier this year that economic
policy co-ordination be deepened and strengthened through the institution of a “European
Semester”, a new timetable designed to enable the EU dimension to be better reflected when
countries prepare budget and economic reform programmes. The task force also recommended
that national budgetary frameworks should be strengthened to underpin compliance with the
Stability and Growth Pact. Last week’s European Council endorsed the task force report and
called for a fast-track approach to its implementation. The task force has set summer 2011 as
a target timeframe for agreement between the Council and the European Parliament.

As Members will be aware, the task force acknowledged that the arrangements put in place
earlier this year were a good line of defence for the next three years. It went on, however, to
state that, in the medium term, it believed that there is a need to establish a credible, permanent
crisis mechanism. The Franco-German declarations at Deauville gave additional emphasis to
this point on the eve of the European Council. A permanent framework to replace the arrange-
ments that run out in 2013 must stand on a firm legal foundation. As the Taoiseach said in the
Dáil, this is not just a matter for one or two member states to decide.

As a result of the work of the task force, the Union now has an opportunity to reflect on
appropriate arrangements for the future, building on the experience gained by the European
financial stability facility and the need for the more considered approach required as a perma-
nent mechanism. Recognising this, the European Council has asked President Van Rompuy to
undertake consultations with member states, including on the question of limited treaty change
required to that effect. It has agreed to revert to this matter in December with a view to taking
the final decision, both on the outline of a crisis mechanism and on a limited treaty amendment,
in order that any change can be ratified by mid-2013 at the latest. In the light of speculation
as to what this might mean for Ireland, it is important to note that what is in mind is a very
targeted and limited exercise. When President Van Rompuy has completed his consultations,
he will bring forward a detailed proposal setting out what is required. Until he does that, it is
pointless to speculate what steps are needed in this country to ratify the new arrangements.

Ahead of the summit, France and Germany, with perhaps one or two supporters, have sug-
gested that the treaties should be amended to provide for the suspension of the voting rights
of a member state persistently in breach of its obligations. This proposition was received with
very little enthusiasm. The President of the European Council intends, as a subsequent and
completely separate exercise, to examine the matter in further consultation with the member
states. No timeframe or deadline has been set for this.

Following a presentation by the President of the European Parliament, Jerzy Buzek, there
was a discussion on the Union’s future budget. The European Council did not have an oppor-
tunity to discuss the matter in detail as the Lisbon treaty mechanism for agreeing the budget
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between the Council and the Parliament is under way. The view among most member states
was that it would not be timely to have that kind of detailed discussion on the budget within
the Council. The conclusions stressed that it is essential that the European Union budget and
the forthcoming multi-annual financial framework reflect the reality that most member states
now face, namely, the need to take significant steps to make their deficit and debt levels
more sustainable.

As has been reported, at the end of the Council, the Heads of State or Government of 12
member states cosigned a letter to the President of the European Council and the current
Belgian Presidency stating that they were not prepared to accept that the EU budget for 2011
could increase by any more than the 2.91% already proposed by the Council earlier this year.
Given the fact that Council and Parliament negotiations are continuing, Ireland did not partici-
pate in this initiative.

The European Council also discussed a number of issues, including preparations for the
forthcoming G20 summit in Seoul later this month, the Cancun conference on climate change
and summits with third countries, including the United States, Russia, Ukraine, India and
Africa. Given the time pressure, the discussion and preparation for the G20 summit was very
truncated. The issues were extensively discussed during the General Affairs Council and
Foreign Affairs Council beforehand, and the European Council adopted conclusions on them.
The European Union will be represented at Seoul by President Van Rompuy and President
Barroso. The European Council discussion was intended to assist them in getting a sense of
the issues the Union should defend as a matter of priority in Seoul. While Ireland is not a
member of the G20, the EU participation provides us with a useful window on its deliberations.

The European Council conclusions highlighted the need for the G20 to send an ambitious
signal concerning the concrete and timely implementation of measures agreed in the framework
for strong, sustainable and balanced growth. The conclusions also underlined the continued
need to keep markets open, to inject momentum into the Doha trade negotiations and to avoid
all forms of economic protectionism.

4 o’clock

The European Council finalised the European Union’s position for the forthcoming Cancun
conference on climate change — we all hoped it would be rather less of a train wreck than
what happened in the case of Copenhagen — and confirmed the willingness of the Union to

consider a second commitment period, beyond the Kyoto Protocol, provided that
other developed countries commit themselves to comparable emissions
reductions and that more advanced developing countries contribute adequately,

according to their responsibilities and respective capacities. Discussion of this issue was very
limited at the European Council as there was broad agreement on the draft conclusions. The
coming weeks will see a number of international meetings which will provide an opportunity
for the European Union to promote its policy priorities. The October European Council agreed
the key political messages for the European Union in advance of these events.

The summit with the US will take place in Lisbon on 20 November. The European Council
agreed that this was a critical time for the transatlantic relationship. European Union leaders
underlined the importance of presenting clear and coherent messages to the United States and
the necessity for the summit to produce concrete outcomes which could be taken forward
jointly. Discussions at the summit will focus on three key areas, the global economy, climate
change and energy, and security and development. On the global economy, the European
Union will push for a key role to be given to the Transatlantic Economic Council in driving
forward an agenda focused on jobs, growth and innovation.

The European Council noted that the summit with the Ukraine will be a useful opportunity
to engage the new administration on the reform process and to consider the issue of visa
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liberalisation, on which a number of member states have expressed strong reservations. Euro-
pean Union leaders also agreed that the summit with Russia would focus on progress on the
partnership for modernisation initiative which was announced at the last summit in Rostov-on-
Don. President Medvedev has made modernisation his central theme and has identified the
European Union as Russia’s natural partner for providing external support and inspiration to
his reformist agenda. I believe this is one of the areas at which the European Union needs to
look. It needs to look east as well as west and should see Russia as a partner and near neighbour
with whom we must co-operate and develop more fruitful relationships.

The European Council meeting was a significant one. It set out the way forward for our
internal economic governance, while also preparing for our engagement with the outside
worlds. We look forward to the December European Council and I look forward to questions
from Members of the Seanad.

Senator Paschal Donohoe: I welcome the Minister to the House and thank him for his update
on the conclusions and decisions from the European Council meeting. I want to register a
concern about a number of the decisions and conclusions that came out of this European
Council meeting. In doing that, I am deeply mindful of the fact that if it was not for the support
the European Union has given our country over recent months and throughout the year, we
would be in a more difficult place than we are currently. What is in our economic self-interest
is also in the economic self-interest of the eurozone and, therefore, of most of the European
Union. Our future prosperity and economic security and their maintenance are as much in our
interest as they are in the interest of our European neighbours. With that in mind, it is incum-
bent on people who are deeply interested in what is happening in Europe and how it will affect
Ireland to state their concerns.

There are three different areas in which the conclusions of last week must be cause for
concern for Ireland and for where we find ourselves at this time. I want to focus on the declar-
ation of conclusions produced after the European Council meeting, in particular, the second
conclusion which relates to the setting up of a permanent crisis mechanism to safeguard the
financial stability of the eurozone.

It contains a certain sentence which will further affect the difficulties our country is cur-
rently experiencing:

The European Council welcomes the intention of the Commission to undertake, in close
consultation with the President of the European Council, preparatory work on the general
features of a future new mechanism, [including] the role of the private sector, the role of the
IMF and the very strong conditionality under which such programmes should operate.

This wording has had the effect of further spooking the people we need to invest in Ireland. It
indicates the European Union will over the next several months put in place a mechanism to
manage countries which cannot cope with their level of national debt. A consequence of this
mechanism could be that private investors and bondholders in such a country in question take
a hit. This is a concern for a country such as ours that is so deeply dependent on the support
of the capital markets. Those who would invest in Ireland are not clear whether this would
affect the current bonds they hold or future bonds they may acquire.

One consequence of this European Council meeting will be to make the current difficulties
we have in raising capital even more fraught. One only has to look at the briefing notes and
media comments by fund managers and investment analysts to see the evidence of this concern.
In today’s Financial Times, for example, the head of fixed-income research at a large bank
stated:
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The German move ... has reminded investors that there is not a never-ending pot of money
for state bail-outs. If the weaker eurozone countries cannot turn round their economies, then
investors may have to pay up.

This has further increased the anxiety and worries people have about their willingness to invest
in what are now termed peripheral states. It is in Ireland’s interest that the discussions and
process of establishing this mechanism are done promptly. The last thing Ireland needs when
it returns to the capital markets in January is any anxiety being further heightened by decisions
made at European Council level regarding the hit financial investors could take if an economy
finds itself unable to deal with its level of debt.

The European Council meeting made proposals for strengthening the Stability and Growth
Pact. My interest in this area stems from producing a report for the Joint Committee on Euro-
pean Affairs on this before the summer recess and which was published in July. The Council
proposed sanctions against eurozone member states can be triggered if a state’s deficit goes
ahead of the 3% level of national income, if an economy’s gross debt, as a percentage of
national income, exceeds 60% at any point, or if the conduct of a member state’s fiscal policy
presents a threat to macroeconomic stability. A specific example was given by the European
Commission in a document that preceded this meeting that grounds for sanction could be if a
country’s public expenditure growth exceeded its predicted future national income growth. The
Council proposed changing the mechanism by which these sanctions could be triggered to
default. This means that if the European Council wants to levy a sanction against a member
state, it must vote for the sanction not to happen as opposed to the sanction happening. This
was referred to as a semi-automatic trigger.

In my report, I pointed to two difficulties that would arise from these changes. First, how
willing would the European Council be to vote for significant sanctions against a member state?
Second, was the sanction agenda going too far given how alert the bond markets are to any
budgetary issues a member state may have? My concerns about the political feasibility of
these sanctions materialised in last week’s meeting when France and Germany decided not to
implement the proposal from the task force on economic governance. The new agenda being
wheeled out by the European Council President, Mr. Van Rompuy, and the Commission suf-
fered its first blow. Both countries said they wanted more of a role for political discretion
regarding the application of sanctions. We have seen the role played by political discretion in
the application of sanctions in that no country has ever been sanctioned before.

My second concern is whether the increase in the number of sanctions proposed will actually
sow the seeds for the failure of the proposed new Stability and Growth Pact mechanism, just
as the last one failed. While regrettable, it is easy to see the European Council and Commission
deciding to sanction, say, Ireland or Greece. Would it be willing, however, to sanction Italy,
Spain or Germany? How will the sanction agenda really work? Is it credible when it is asked
whether it will be applied to medium and large-sized economies? The European architecture
has only to decide not to apply these sanctions on one occasion and the credibility of the entire
mechanism is completely undermined yet again.

We are now operating in an environment in which the bond markets, having been asleep for
the past ten years, are now hyper alert. If any single member state shows signs of budget
difficulties or a lack of fiscal sustainability, the bond markets will levy the sanctions. They are
doing this to Ireland, telling us they do not have confidence to lend to us at a rate of interest
we are willing to pay.

Would the European member states not be better off combining a more narrow sanction
agenda — but one that has a greater chance of being implemented — with the fact that the
financial markets are already daily sanctioning member states if they perceive them not to be
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fiscally prudent or have problems that would undermine their future economies and their ability
to meet their obligations as eurozone members?

I have touched on two economic areas, one of which concerns whether what happened last
week has inadvertently deepened the difficulty in which we find ourselves. My other point was
to raise concerns about the credibility of proposals under the Stability and Growth Pact. I
question whether the sanction agenda has gone too far and whether a narrower but better
applied agenda might be the way to go. My view is that is what will come to pass anyway.

My third concern is about an issue at the heart of Ireland’s standing within Europe. So many
of the small to medium member states’ economies have played a role in trying to provide a
counterpoint to the Franco-German alliance. The latter alliance has also played a role in power-
ing Europe forward. When we get to the Council table, however, our credibility has been
undermined by the economic difficulty we find ourselves in at the moment.

In his speech the Minister of State referred to a Franco-German statement preceding the
European Council meeting, which placed further emphasis on the decisions and conclusions
made at the Council. My concern is that the Council decisions and conclusions reflected what
the larger member states want. The ability of other member states to put their own viewpoints
forward is under great pressure because of the economic difficulties they are in, including
ourselves.

A consequence of what occurred last week has been to make our own challenges even
greater. We must be willing to speak up and make these points. It is in our economic interests
to continue to participate in the eurozone in a credible manner, which the financial markets
are willing to support. That is also in the interests of the European Union generally and of
the eurozone.

I look forward to the Minister of State’s response to the concerns I have raised.

Senator Terry Leyden: I welcome the Minister of State. Deputy Roche, and compliment him
on his work in the European Union. He is one of the most experienced senior Ministers in the
European Union. I have seen him attending many key meetings.

I am pleased to have an opportunity to discuss the recent European Council meeting. Such
meetings are incredibly important both for our country and the future well-being of the Euro-
pean Union, which has been consistently positive for Ireland. Last week in the Dáil, the
Taoiseach provided us with a detailed account of what happened at the last Council meeting.
There has been some discussion in Ireland following this meeting regarding certain possible
new procedures that are being discussed at EU Council level. In particular, people are rightly
interested in how Ireland, as a proud member of the EU, can work with our colleagues to
ensure the fiscal and macroeconomic mistakes of the past can never recur. It is not a question
of attributing blame, but the fact that we are in the eurozone and that interest rates were so
low certainly fuelled the building boom here. There is no doubt about that. It has been extra-
ordinarily useful for our exports, but it was abused by many during that period, which brought
about the current difficult situation.

A task force headed up by President Van Rompuy, and including my colleague the Minister
for Finance, Deputy Brian Lenihan, was asked to examine options to strengthen the Union’s
framework for economic governance. This task force has completed its deliberations and for-
warded its report at the end of October. The main outcomes of this task force were the need
to strengthen fiscal discipline in the Union, introducing new macroeconomic surveillance
arrangements and setting the principles for a robust crisis management framework. The pack-
age of measures proposed by the task force includes a number of key elements. The report
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proposes a strengthened Stability and Growth Pact, introducing greater financial discipline with
an enhanced focus on public debt as well as deficits.

The proposal to reprimand countries by removing voting rights would be very much against
the principles of the EU. I do not think it could be countenanced within any of the EU treaties
passed by member states.

I am glad the task force has proposed that the Stability and Growth Pact be applied in a
better and more consistent way. For too long, larger economies in Europe were able to bypass
the SGP rules and procedures, while countries such as Ireland were forced to stick rigidly to
the rules and sanctions.

Earlier this year, the European Union and the IMF had to step in to help Greece. An
emergency package of measures was agreed over a very short period. We played a role in this
regard. It is wise and prudent for the EU to examine this issue in greater detail and to develop
a credible, permanent crisis resolution framework for the eurozone. This is essential if the euro
is to survive and meet the challenges of the next decade.

As with all changes of this nature, there is concern about the transfer of competencies from
the Oireachtas to the European Union. With this in mind, I was heartened to hear the
Taoiseach state that he does not envisage any transfer of competencies as part of this new
framework and that the required changes will be brought about through the simplified revision
procedures. These are exactly the situations that the Lisbon treaty was designed to deal with.

It would be unwise to reopen the debate in light of the new Tory-Liberal Democrat Govern-
ment in the UK. They may decide that there should be a referendum on any further treaties.
The Minister of State may provide the House with his views, having met with his opposite
numbers in Britain. This may be an opportunity to open debate in Britain, where there are
quite a number of eurosceptics among the Conservatives.

The Minister of State recently attended meetings of the Council of Foreign Ministers and
the General Affairs Council. Those meetings dealt with international issues and I know the
priority was the fiscal situation, and rightly so. The latter subject concentrated the minds of the
Taoiseach and his Ministers.

We should, however, continue to take a deep interest in international affairs. I was con-
cerned, as indeed the world is, about the Israeli Government’s decision to approve the construc-
tion of 1,200 settlements in east Jerusalem. These will be for Israeli settlers and the construction
plans are totally contrary to international law and international agreements. Those plans will
not allow the peace talks to proceed, which is a serious development. It has the capacity to
destroy the fragile Middle East peace process. The European Union must continue to address
this. We are providing enormous resources to the emerging Palestinian state. Ireland has played
a proud role in this regard. The late Brian Lenihan senior was the first Foreign Minister in
Europe to recognise the Palestinian people’s right to self determination. We have a proud
record in that regard and our voice must be heard constantly on this matter.

Turkish membership of the EU requires special consideration, particularly in light of the
division of Cyprus and the occupation of northern Cyprus by the Turkish military. The division
in that region is of deep concern in Cyprus. It is difficult to believe that Famagusta in Cyprus
is a ghost city. No efforts have been made at reconciliation in this regard. As a result of the
problems we are facing, perhaps these issues are not being given the priority they deserve.

The Minister for Foreign Affairs and the Minister of State have briefed us on the normalis-
ation of relations with Cuba. This is welcome. The removal of sanctions was welcomed by the
Joint Committee on European Affairs. I refer to the improvements made under President Raúl
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Castro who is a more accommodating leader. A European will have influence with the United
States of America to have the sanctions reduced.

The Doha Round of the world trade talks seems to be gone from the agenda. Liberalisation
of trade is in the interests of Ireland, particularly in respect of intellectual property rights and
other exports. This matter should be given priority.

We are going through a difficult period and there is a case to be made for adopting a united
approach in the budget on 7 December. I welcome the attendance of Commissioner Rehn and
others who have taken tremendous interest in the affairs of the country. They have had useful
discussions with the Government and the leaders and members of the Opposition parties. The
approach adopted is very refreshing. What happens in regard to elections is another day’s work,
but in the national interest we must take a united approach, as a budget must be approved on
7 December. As a Deputy and Minister of State in the 1980s, I recall the positive role played
by the Opposition at that time. It was unfortunate that an election was called following a
Private Members’ motion, which should not have happened. Mr. Alan Dukes had given a
commitment on supporting the position of the Government, which I had commended. I remind
people of the decision he made in the national interest. The main Opposition party will rise to
the occasion and postpone elections until we can stabilise the economy. We can have elections
in due course. We should show Ireland can bring forward a budget for 2011.

I thank the Minister of State for attending the Chamber. This is the first time I can recall a
discussion on the European Council. This is welcome. I also welcome the fact that the Minister
for Foreign Affairs and the Minister of State briefed the Joint Committee on European Affairs
before attending the Council meeting. This is a new innovation and a useful exercise which is
in keeping with the principle of the Lisbon treaty — the adoption of a more democratic
approach. Long may this continue.

Senator Feargal Quinn: I welcome the Minister of State and endorse the point made by the
Senator Leyden on the attendance of the Minister of State. The attendance of the Minister for
Foreign Affairs and the Minister of State at the meeting of the Joint Committee on European
Affairs is a very useful development. The report by the Minister of State on the meeting that
took place on 28 and 29 October gives us an insight we would not normally have.

The European Council agreed to tighten the Stability and Growth Pact which promises to
impose much harder sanctions on countries that fail to abide by the rules. In addition, the
European Council followed the advice of the task force to establish a system aimed at reducing
macroeconomic imbalances produced by a lack of convergence of economic policies within the
eurozone. These decisions and recommendations were inspired largely by the view that the
source of the debt crisis in the eurozone was the misbehaviour of national governments.
However, this is not the full story. Paul de Grauwe, professor of economics at the Catholic
university of Louvain in Belgium, argues that although EU governments bear responsibility for
their debt problems, this is only half of the story because the financial crisis was triggered by
unsustainable increases in private debt. Morgan Kelly’s article in The Irish Times yesterday
covered this point well. Professor de Grauwe says the narrative that national governments are
to blame fails to take into account the fact that the financial crisis erupted because of unsus-
tainable increases in private debt of both households and financial institutions which forced
many governments to pick up the pieces. Blaming national governments for the macroeconomic
divergences within the eurozone fails to take into account that the divergences have little to
do with what governments did or failed to do. Ultimately, only monetary authorities can control
bank credit levels. Governments can do relatively little about them. Thus, the responsibility of
the European monetary authorities in the development of unsustainable private debt levels is
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stronger than that of national governments. Reforms of governance systems in the eurozone
should, therefore, not only focus on the responsibilities of national governments which are
serious but also on those of the European monetary authorities and, in particular, the ECB.
This is a point often forgotten in the argument. We must remember that the European monet-
ary authorities also failed and that people must take some responsibility for the levels of private
debt racked up. We are learning about the mortgage crisis that will hit us. That is why I support
a strengthening of EU monitoring of economic policies.

As to a potential change to the Lisbon treaty which is high on the agenda and for which a
referendum may be needed in Ireland to give effect to these changes in the financial sector,
there are indications that a number of governments are getting cold feet, a point on which the
Minister of State touched. Let us look, for instance, at the fact that the Polish Prime Minister,
Donald Tusk, said last Thursday that the political deal struck at last week’s summit was not
the final word on the matter. Bearing in mind that Poland is one of the biggest EU member
states, the sixth largest by population, Mr. Tusk said:

A potential change to the Lisbon Treaty must be justified 100 per cent and must not serve
the interests of just one, two or five EU nations, because such a change would simply not be
accepted. A deal reached in Brussels isn’t enough. The member states must then go on to
accept it.

As regards the bilateral deal on an EU treaty change struck at the summit between Chancellor
Angela Merkel and French President, Nicolas Sarkozy, ltalian Foreign Minister, Franco Frat-
tini, said the other EU member states had been excluded from the real decision making. I
would like to hear the views of the Minister of State on this point. He said there was little
enthusiasm for it. Mr. Frattini said in an interview with the Financial Times, “Pre-cooked
decisions put on the table to be taken or left by others are not acceptable for other countries
like Italy and other big players.” These statements suggest there is a backtracking on an EU
treaty change by member states and give an indication as to the room for manoeuvre that
remains.

The European Commission recently presented a number of options to fuel the Union’s future
budget, including an EU value-added tax, a tax on air transport or a share of new financial,
corporate or energy taxes. As I stated last week, when a family or a business has a challenge
because their expenditure is greater than their income, most of them say they must cut back
on their expenditure. We do not automatically say, we have to get more income. It would be
a lovely way to do it but for most of us, whether we are dealing with a family or running a
business, when we find our expenditure is higher than our income, we cut back on our expendi-
ture. The suggestion is that the European Commission is saying we must balance the budget
and that we must consider more taxes such as a tax on air transport and new financial, corporate
or energy taxes. It was reported last week that Chancellor Angela Merkel was “against the
introduction of [such] a European tax”. This is perhaps another positive development for
Ireland, although I am not sure we can always rely on everything we hear. Sometimes we just
hear what we want to hear.

Germany has been advocating a more permanent financial crisis mechanism which incorpor-
ates a sovereign debt restructuring procedure in order that the private sector also foots part of
the bill for future bailouts. It was interesting to hear last Thursday that the European Central
Bank president, Jean Claude Trichet, said that such a mechanism would serve to unsettle
markets such as our own.

On a related note, Portugal is among the countries suffering a similar debt crisis to our own.
It is now gaining help from the Chinese to tackle it. Hu Jintao, the President of China, said
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that China and Portugal had agreed to work towards doubling their bilateral trade within five
years and balancing commercial flows which are currently highly favourable to China. Chinese
and Portuguese officials were scheduled to sign a number of bilateral commercial deals. The
Portuguese Government has welcomed a commitment by China to give “positive and favour-
able consideration” — an interesting choice of words — to purchasing Portuguese Government
bonds. Carlos Costa Pina, Portugal’s Secretary of State for Treasury and Finance, said:

Considering the fundamentals of the Portuguese economy, the yields on our Government
bonds are much higher than they would be in normal market conditions. It’s not surprising
that Chinese investors want to buy our debt or increase their positions.

China has previously bought Spanish Government bonds and has made a similar offer to buy
Greek Government debt when Athens resumes issuing bonds.

The deal between China and Portugal seems to be a very interesting development. One could
ask whether this country should be courting the Chinese. The Minister of State, Deputy Roche,
might give a view on that. Perhaps we should be considering all avenues to get out of the crisis.
The question arises as to whether we should even be worried about China given that the most
powerful country of all, the United States, is now built on Chinese money. Those questions are
worth asking. I would like to hear if anyone has a view on what the answers should be.

There was an interesting article in The Wall Street Journal on the situation in this country.
Mr. Oliver O’Connor wrote about Ireland’s strengths. He concluded by writing:

This is a playable hand. The financial engineering required to restore the Irish budget to
health is doable [a nice word], and is being done. Now, it’s over to the political engineering,
whose highest achievement would be to let the Irish people do what they do best: adjust
and thrive.

They are healthy, strong words. Mr. John Bruton also got it right when he wrote yesterday:
“The speculators who are betting that Ireland won’t pay its sovereign debts on time, and who
are thereby driving up the spread on Irish bonds, will be proven wrong and will lose money.”

We had an interesting debate on consensus on the Order of Business. I referred to a quote
from a British statesman of some years ago who said that the duty of the Opposition is to
oppose. I have never quite understood that. It seems to me that the duty of the Opposition is
to help develop a correct society and govern correctly. Let us see more of what Mr. John
Bruton said and have a positive, can-do attitude. We should not look for personal bailouts, but
in conjunction with the help of the European Union, we can come out of this on the other side
which will make us much stronger as a country. I have no doubt we can achieve that.

It was interesting to hear what the Minister of State, Deputy Roche, said today. I am
interested in the report of the Council meeting. Like Senator Leyden, I hope we will have
more such debates in the future and be kept up to date on what takes place at Council meetings
immediately following them and in such a manner that it enables all of us to play an active
role. I am pleased the Minister of State, Deputy Roche, is playing such a role. He has always
shown an active interest in Europe. Between the Minister of State and the Minister, Deputy
Martin, we are close to what is happening there. We will keep our eyes on it. So much is
happening that we are in danger of being distracted from our own worries rather than concen-
trating on what is best for us by watching what is happening in the rest of Europe.

Senator Ann Ormonde: I welcome the Minister of State, Deputy Roche, and the opportunity
to participate in the debate on the recent European Council meeting which I believe re-
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affirmed the key role the European Union is taking in responding to some of the greatest
challenges we face, be they economic, environmental or international.

I congratulate the Taoiseach and the Minister of State, Deputy Roche, on the roles they
played at the meeting. I thank the Minister of State for coming to the House to provide an
update on the discussions in Brussels. I note the endorsement by the European Council of the
recommendations of the Van Rompuy task force which has been examining issues relating to
economic governance at European Union level. The recommendations are an important frame-
work for Europe as its member states respond to the current economic challenges. They will
lead to stronger fiscal discipline within the Union and ensure we have a robust crisis manage-
ment framework. Such a move is good news for all member states.

Ireland, by its own choice, is part of an economic and monetary union which brings great
benefits to our country. It has helped us weather previous economic storms and placed us in a
better position to respond to developments in international markets. As we all know, however,
membership of any grouping not only brings benefits, it also brings responsibilities. As we
move to reduce our budget deficit, we do so mindful of the international commitments we have
entered into. The preparations for the four-year plan underline the Government’s determi-
nation to honour those commitments.

I share the view of the Taoiseach that the findings of the task force represent a significant
improvement in economic governance and are to be welcomed. While this item may have
dominated the headlines, I also note that a number of other very important issues were dis-
cussed by European leaders. The transatlantic trade relationship is key to our recovery. There-
fore, the forthcoming EU-US summit in Lisbon later this month comes at a critical time in that
relationship. I welcome the decision of the European leaders to enter into the summit with
clear and coherent messages and with a belief that the Lisbon discussions must produce con-
crete proposals that will benefit people on both sides of the Atlantic.

I note that discussions will focus on three main areas as outlined by the Minister of State,
Deputy Roche: the global economy, climate change and energy security. I welcome in particular
the decision of the European Union to push for a renewed focus on the Transatlantic Economic
Council. It is planned that the council would drive forward an agenda focused on jobs, growth
and innovation. We in this country are fortunate to enjoy the fruits of strong transatlantic
trade. Many US companies use Ireland and its talented workforce as the headquarters for
their European, Middle Eastern and, in some cases, Asian operations. Small, specialised Irish
companies continue to make headway in securing key contracts from Manhattan to Silicon
Valley. IDA Ireland, Enterprise Ireland, our embassies and consulates deserve full credit for
spearheading our economic links. Any move which makes that link even stronger is to be
welcomed.

Europe has always taken a lead in protecting the environment. The Council meeting finalised
the European Union’s position for the forthcoming Cancun conference on climate change. The
Union is willing to consider a second commitment period under the Kyoto Protocol. It is now
up to others to follow Europe’s lead. The Council meeting was used to prepare the EU position
for the G20 summit later this month in Seoul. While Ireland is not a member of the G20, the
attendance of President Van Rompuy and Commission President Barroso gives us a useful
window through which to monitor discussions at the summit and an opportunity to influence
proposals. At a time of international challenges, it is clear the EU continues to ensure that
Ireland and its partners are in the best possible position to meet them head on. I welcome the
Council’s focus on these most pressing of issues.

I thank the Minister of State, Deputy Roche, for his report to the Seanad and for always
keeping us up to date concerning European affairs and issues relating to our links with Europe.
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If we are ever to discuss reform of the Seanad, this is the road to take. The Seanad could not
only play a considerable role in keeping up to date on European issues, but in creating a link
between our MEPs and the Chamber where discussions in the European Council and the
European Parliament are concerned. Seanad reform should be moving in this direction. I
appreciate that the Minister of State has always used the Seanad to get his message across in
terms of European affairs and it should be acknowledged in the Chamber.

Senator Alex White: I welcome the opportunity to debate last week’s European Council
meeting. It was only a matter of time before the emergence of issues regarding the proposal
on a mechanism, whether it is called a supervisory mechanism or something else, for budgetary
policy across the Union. It took no prescience on the part of any Senator to know that the
proposal was being flagged as long as six months ago, certainly during our discussion on the
agreement of the stabilisation mechanism in May. The supervision and stabilisation of budget-
ary policy across the Union were always going to emerge. That proposal has now been made.

Some commentators, including The Economist, seem to believe this all arises from a fear of
judges, a fear that can be found in this jurisdiction currently, but particularly the German
Government’s fear of its constitutional court, what that court might do and what decisions it
might make in terms of the constitutionality, pursuant to German law, of the €750 billion
temporary rescue fund agreed in early summer. There seems to be a continuing uncertainty
regarding the attitude the court is likely to take when the issue is fully open before it. I do not
know whether the Minister of State judges the strong position taken by the Germans last week
as relating to that Government’s apprehension about the court’s decision on such funds. The
argument is that such funds are ultra vires or even contrary to those provisions of the treaties
which stand against bailouts. There is a case to be made for the fund in question not falling
foul of the treaties, but there is some residual uncertainty regarding the question.

The question is whether what was agreed last week will be a sufficiently durable halfway
house that will introduce a robust mechanism, one which will work and which people can see
has some value, or a wholesale revision of the treaties. The latter would have implications, not
least of all in this country in terms of the question of reopening and amending the treaties or
introducing new treaties. The Government would need to decide how extensive those proposals
would be. Last week, the Taoiseach stated that whatever changes would be intendant on these
proposals would be relatively minor and would not require an amendment. He could not be
definitive, although he seemed to be suggesting that we did not need to view the issue in those
terms. We all must remain somewhat sceptical in this regard. It is not that I disbelieve the
Taoiseach. Rather, it is not possible to be definitive until we see the precise proposal.

From last week, the bottom line is that there is nothing particularly decisive that the Seanad
must debate, other than that an issue which has been opened is potentially difficult for the
entirety of the EU. It is the opposite side of the coin as regards being in the euro and the
Stability and Growth Pact. We have seen their considerable benefits, not least by way of the
significant amounts of credit that flowed into the country over a period of eight to ten years.
It is easier to come to the conclusion in retrospect that it was never going to be the case that
this situation would continue without any impact on the financial stability of the currency.

Unfortunately from our point of view, recent days and weeks have placed us at the vanguard,
although not quite of the defence of the euro. Where there is a challenge or risk to the euro
or a questioning of its stability as a currency, Ireland is at the heart of the debate. No one takes
any pleasure in this and everyone, the Government in particular, is concentrating on what
restorative measures can be taken in the short term.
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It is not something that is particular to this country, although matters are especially bad in
Ireland. For example, take the excessive deficit procedure. I am not sure how accurate the list
before me is, but practically every country in the eurozone is in the excessive deficit procedure.
Not a single country is not. I do not say this to minimise our problems, as we are in the most
acute situation. Our deficit is huge and the impact of getting to 3% by 2014 will be more severe
than in any other country. I understand that three countries have the 2014 deadline, namely
Ireland, Greece and the UK. The UK is not in the eurozone, but it appears on this list, so I
presume the decision in that respect is that the UK must make its corrections by 2014-15.
However, each of the other countries finds itself on the list to a greater or lesser extent.

We were never going to be able to avoid the moment in which the Union would need to
debate how to put in place the rest of the package of a unified currency. One could not just
have a flow of credit and all of the pursuant bounties without there being some controls at the
other end. A considerable challenge for the Government is ensuring that countries like Ireland
are treated fairly and in a way that does not require us to take budgetary steps that are so
severe as to choke off the possibility of any resumption in real growth. The Government must
make this judgment call. The Government side will probably say I am in a position to be able
to second-guess that. There is a judgment to be made, even in regard to the budget, as to
whether €6 billion is a figure we can withstand in terms of the survival of our economy. It is
not an exaggeration to put it in those terms. The proof of the matter, as I reminded the House
on the Order of Business, is that only two short weeks ago, on 22 October, it was reported in
newspapers that the clear view of the Department of Finance was that €4.5 billion was the
correct figure. Some individuals have called for an adjustment of the order of €7 billion. Others
have gone even higher. I take it the Government chose the figure of €6 billion because it
judged that was as far as it was possible to go without causing long-term damage to the growth
prospects of the economy. Some of us differ on that figure and believe it is beyond the level
at which we can sustain matters. These are the kinds of debates we must have in this country,
as we must realise the terrible impact that cutbacks in services, in particular, will have on
ordinary people. I am confident that when these issues are debated at the macro-European
level, where the talk is of adjustments for countries and economies, periods of four years and
many billions of euro, the politicians at that level will remind themselves what they are really
talking about, namely, the lives of individual citizens, the effects of these macro decisions and
the often very adverse impact they have on people’s lives. That is where the debate must
take place.

As to the way what was agreed last week at the European Council will play out, we simply
cannot say. It is important we note the meeting took place and this process is in place. I hope
the Minister of State, Deputy Roche, will take the opportunity to return to the House when
there is more certainty about the direction the process is taking and the kind of impact it is
likely to have on us and others and that we can have a more definitive discussion about the
position at that stage.

Senator Mark Dearey: The Minister of State is welcome. I wish to address two items that
were dealt with at the European Council meeting last week, namely, preparations for the
climate summit in Cancun and the establishment of a robust and credible permanent crisis
mechanism. I shall take the latter item first.

It is clear the day such a mechanism will be required has been in the offing for a long time.
The notion of a single currency across a divergent range of economies within the European
Union always suggested that, ultimately, some kind of regulatory, disciplinary mechanism
would be required. The delicate balance that will be needed between governance of the euro-
zone and a kind of creeping government of Europe is an important line we need to tread and

549



European Council: 9 November 2010. Statements

[Senator Mark Dearey.]

stay on. It would be against the wishes of the citizenry of Europe to have this mechanism,
which as circumstances clearly demonstrated is essential, become a vanguard for a more exten-
sive kind of government of Europe through financial mechanisms. That is not what the citizenry
of Europe want and it would lead to a greater sense of the democratic deficit we often speak
about when we speak about European politics.

This mechanism is needed. I look at some of the pro-cyclical policies that stoked the boom
and wonder whether a mechanism such as has been suggested would have spotted the property
bubble. I suspect it would have. Would it have had the power to curtail some of our pro-cyclical
policymaking? I suspect it would have. Would it ultimately have taken some of the excess out
of the asset bubble we all experienced? I suspect it would have. For these reasons it is important
it should implemented. The question is how it can. The advice received by the Joint Committee
on European Affairs is that there is always the possibility — Senator White was correct about
this — that changes to the Lisbon treaty might require a constitutional referendum. I welcome
the Taoiseach’s view, expressed last week, that such changes probably could be limited so as
not to impact on our Constitution. A constitutional referendum following so closely on the
heels of the Lisbon treaty referendum is not desirable and would not be welcome. That belief
would apply on any side of the House. A referendum would give oxygen to a range of opinion
which was invalidated by the last Lisbon treaty referendum despite its victory in an earlier
round. We do not need to open up again that range of often spurious debate.

Regarding the kinds of changes required, I understand the President of the European
Council, Herman Van Rompuy, will do a round of European nations to discuss individual
needs and get a feel for the kinds of limited treaty changes that would be acceptable throughout
Europe. In that situation, I hope Ireland will stress how undesirable it would be to have changes
that might require a referendum. That is my cautionary word about the changes envisaged but
it is not to diminish in any way my sense of the need for a robust, fixed and permanent
mechanism to replace the temporary mechanism that was established during the emergency
situation of the Greek debt crisis. We need a broader range of parameters for what would
trigger an intervention. The Growth and Stability Pact is based on an annual deficit of 3%. It
is necessary that public debt should also be taken into account to a greater extent annually and
that this in itself would trigger the alarm bells within the mechanism in order that we would
not merely have a target of a deficit of 3% of GDP but the overall public debt would become
a metric by which this new mechanism could be triggered.

On the preparations for the Cancun meeting and the follow-on conference of the parties,
COP, from the Copenhagen event last year, expectations are being seriously dampened down
regarding the prospect of a breakthrough on a global climate deal. Europe has indicated its
willingness to participate in a new scheme beyond the Kyoto Agreement which comes to an
end in 2012. I welcome that. Talk of moving to a 30% reduction in carbon emissions is not
being highlighted this time. I do not know whether the Minister of State agrees with me that,
to an extent, Europe left the other nations behind in Copenhagen and the United States,
South Africa, India and Brazil effectively had their own meeting towards the latter end of the
Copenhagen meeting. Europe, the most progressive voice in addressing the global catastrophe
that may occur if we do not deal with the prospect of runaway climate change, was left outside
the door. It is no exaggeration to say that, as an institution, Europe was wrong-footed and
humiliated on that occasion. I hope I do not overstate the matter but that is how it seemed to
me as a close observer of what took place in Copenhagen last December.

There seems to be a more cautious approach now, in some respects, but I hope it will keep
Europe in the room this time and will allow other nations to see themselves as equals in
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negotiations. I hope this approach, by aiming slightly lower, may achieve more than the Copen-
hagen summit.

I am not happy that we are aiming lower, as the situation is as critical as it could possibly
be. I am still of the view that climate change abatement needs to happen through an 80%
reduction in CO2 emissions by 2050, and I am not going to diverge from what the International
Panel on Climate Change has been saying. Despite some criticism and scandals its scientific
view is essentially intact and robust. We need to affirm the reality that the targets need to be
met if we are not to trigger runaway climate change.

5 o’clock

For the Mexico meeting, it is really important that the European Council gets its tactics right.
In discussing the three key areas, the global economy, climate change and energy security and
development, we must take the opportunity that the climate and economic crises present to

create economic models that are not about increasing productivity and output on
the basis of increasing carbon. The decoupling of growth and carbon emissions is
often spoken about, and this is obviously something that must be achieved, rather

than being talked about. I believe it can be achieved, in particular through energy capture,
storage and efficiency in tandem with a new type of knowledge economy based on clean energy,
along with a manufacturing economy based on a much smarter level of input. There should be
a farming mechanism too that respects the limits of nature to provide for all of us on this planet.

The conference faces a massive agenda and I am very interested to hear the Minister of
State’s sense of what the Council believes Europe’s role as a positive influence can be. China,
in particular, is a country which even in the last 12 months has changed with extreme and
impressive rapidity. I suppose that is as a result of being a one-party state, where things can be
done quickly. Democracy is a precious flower but not always the fastest growing one. China
presents a real cultural problem, as regards independent verification, for instance, which was a
major issue at Copenhagen and could not be dealt with there because China was just not
dealing on it.

The cultural problem for the United States was to the effect that President Obama could
only go as fast as the oil lobby in Congress would allow him to. He has even bigger problems
this time in that regard. What are the limitations since last year and what are the opportunities
that did not exist last year? My sense, from a distance, is that China may be more receptive
and better positioned to take a meaningful role in the next round following Kyoto.

Senator Maurice Cummins: Ba mhaith liom fáilte a ghábháil don Aire Stáit. I thank him for
his attendance here and at General Affairs and External Relations Council, GAERC, meetings
for quite some time.

We are where we are is a cliché used quite often concerning the current state of the economy.
It is used by Government to try and absolve itself from the reckless and cavalier policies it
adopted and which have brought us to where we are. I have heard Government spokespersons
and some commentators say no party had warned about the pitfalls that lay ahead and that
generally we went along with Government economic policy, but nothing could be further from
the truth.

In 2007, Deputy Richard Bruton, then Fine Gael spokesman on finance, when replying to
the budget, stated:

This is the latest in a series of budgets whose pattern is set by the huge spending spree.
Government spending has grown 50% faster than the rate of growth in the national income.
Government has doubled its dependence on a construction boom which now contributes
25% of its revenue. You cannot possibly build indefinite spending growth on the back of a
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building boom, no more than you can build long-term economic prosperity on the back of a
building boom.

What a pity Deputy Bruton’s words were not listened to or reported sufficiently to jolt people
back to reality at the time, but the powers that be, Government, bankers, property developers
and the newspapers that raked in the money from property advertisements, all, with few excep-
tions, would hear of no critical comment. They thought the partywould go on forever.

The European Council’s task force of member states was set up to address the mismanage-
ment of public finances in Ireland and other member states. It examined options to strengthen
the framework of the Union for economic governance and to bring forward formal recom-
mendations before the end of this year. The task force produced its final report in October
and made several recommendations aimed at strengthening fiscal discipline in the Union, intro-
ducing new macroeconomic surveillance arrangements and setting in place the principles for
an active crisis management framework.

The European Council, through President Van Rompuy, endorsed the recommendations of
the high level task force on economic governance, which introduce greater financial discipline
with an enhanced focus on public debt as well as deficits and fiscal sustainability. The question
as to whether we will need a referendum has been addressed by quite a number of speakers
this afternoon. I wonder whether the use of the simple revision procedure, in view of the
limited nature of what is required, may be sufficient. This is obviously a matter for greater
scrutiny and I believe President Von Rompuy will report on this further at the December
meeting. There is certainly anxiety among several European member states about any change
to the treaty so soon after its ratification last year.

The recommendations of the task force chart a course for greater financial stability in the
eurozone. An item which has been mentioned in this House on many occasions, mainly by
Senator Norris, is the whole question of rating agencies. I hope, like my colleague in the other
House, Deputy Seán Barrett, that the EU can establish its own independent credit rating
agency. It is ludicrous that agencies that were giving junk bonds a AAA rating are still allowed
to make judgments on sovereign states. Surely the EU should have some opinion on those
rating agencies which seem to be a law unto themselves.

The Minister of State mentioned the Doha development round and the greater liberalisation
of world trade. The cornerstone of this must be fair trade, in agriculture in particular, where
Irish beef producers must be allowed compete on a level playing pitch. If a level playing pitch
is available to Irish beef producers then I am confident the quality of the product will hold its
own against any other country.

In conclusion, the word “consensus” seems to have become the buzzword in recent weeks.
The Minister of State can be assured that my party will not be found wanting when it comes
to the national interest, but consensus is a two-way process, and we will not be lectured by
some Government spokespersons on the issue. I am confident that, working with our EU
partners, we can come out of our current difficulties. Without the solidarity of our EU col-
leagues and the implementation of the recommendations of the task force of the European
Council, our prospects will diminish, in my opinion.

I look forward to the Minister of State returning to this House at a later stage where we can
have further deliberations on the European Council’s meeting in December.

Senator Paschal Mooney: I welcome the Minister of State, Deputy Roche, to the House. It
is especially appropriate the Minister of State is here today because, as indicated by Senator
Cummins in the earlier part of his contribution, he has been at the forefront of various econ-
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omic summits and Council meetings and brings a vast array of experience of expertise to
this subject.

I am sure the Minister of State has by now a sense of the core of Members’ contributions
which have centred around the task force on economic governance. I am sure, however, and
the Minister of State dealt with this in his speech, what is of great significance is not so much
what was agreed at the Council meeting but what happened afterwards on the margins between
Germany and France and, in particular, the public statements by Chancellor Merkel and the
German finance minister which immediately created uncertainty in the bond markets to the
point that as we speak today bond rates have increased from 6.25%, which was unacceptably
high, to an unprecedented 8%. It is interesting to note that the same German finance minister
refutes in the media today any suggestion that he or his Government are responsible for this
spike in the bond rates. I have no wish to tangle with our German friends. Perhaps the Minister
of State might set out what he believes are the reasons the bond rates spiked so dramatically
in the immediate aftermath of the statements made, which were so vague as to spark this
uncertainty.

Ireland does not have to go to the bond markets until next May or June. Some economic
commentators have suggested in recent days that it does not matter right now how high the
bond rates go because we are not entering the bond market. Spain and Portugal will enter the
bond markets next month, however, and the figures in this regard will be an indication of
sentiments in terms of where they are at. It is right and proper that this House should focus
on the task force on governance. I urge the President of the Commission, Mr. Van Rompuy,
to have his conclusions reached as quickly as possible. In fairness, this was the agreed position
of all the Heads of State.

The other aspect of the discussions relates to the financial stability of the euro area a whole.
A question that also arose is whether countries which break the agreement should be denied
the right to vote or to have any involvement in the decision making process, which Ireland has
robustly opposed. The Minister of State might state his view on the thinking is in this regard.

On the Seoul G20 summit and the conclusions of the Council that the world economy is
recovering from the crisis, which is positive, the conclusions, as agreed by European Union
leaders, state that the summit must send an ambitious signal of the concrete and timely imple-
mentation of measures agreed in the Framework for Strong, Sustainable and Balanced Growth,
notably concerning fiscal consolidation plans, financial regulatory reform, social cohesion, job
creation and the need for further structural reforms, which is high flowing language with which,
obviously, we all agree.

In the past week, however, and this appears to have been somewhat underreported, the
Germans and British have set up a small committee headed up by, among others, Mr. Peter
Sutherland, former Attorney General and a man of significant weight in the global financial
community, to investigate the real possibility that owing to currency fluctuations and the world-
wide economic crisis, an element of protectionism is arising in some of the major trading part-
ners. This would be a disaster for Ireland which is an open trading economy. We must sell 85%
of what we produce. The fundamental reason for high unemployment rates in this country is a
lack of world confidence and the failure of people to buy our products, despite phenomenal
growth in our exports, which is a tribute to those involved in this area. This House should put
on record the gratitude and appreciation of the political establishment and public of the obvious
hard work and entrepreneurship shown by those involved in the export area that they have
managed to maintain a strong trajectory of growth to the point whereby we, unlike Portugal,
Italy, Spain and Greece have a balance of payments surplus. It must stand for something in the
world today that Ireland is not to be cast in the same category as those countries.
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The fact that Mr. Sutherland and another gentleman from the UK, whose name I cannot
recall, are being tasked with establishing whether there is increasing protectionism in this area
shows just how fragile world trade is right now, even among the bigger countries. Perhaps the
Minister of State, without dwelling too much on the subject, might state his view on this matter.
As I said earlier, it would be disastrous for Ireland were there to be a trend worldwide, in
particular among our major trading partners, towards increasing protectionism. I would be
concerned in the main about the United States and China.

Another conclusion of the Council meeting, briefly referred to but discussed in detail at the
September Council was that “the High Representative is invited to develop ideas on how
EU/NATO cooperation in crisis management, in accordance with the United Nations Charter
and with the relevant United Nations Security Council resolutions, could be further strength-
ened”. When this was first indicated and put into the public domain, the usual naysayers came
out of the woodwork stating that Ireland’s neutrality was again under threat. If one were to
believe this constant refrain that dates back to the Maastricht treaty of 1992, we would have
been at this stage involved in several world wars, with hundreds of thousands of Irish boys and
girls having been signed up to some type of phantom European army. The Minister of State,
whom I am aware has been strong on this area over the various Lisbon treaty debates, might
confirm that we are not in any way compromised by this Council recommendation to strengthen
relations between the EU and NATO which, to me, is somewhat surprising. From my own
limited experience on the Council of Europe and reports with which I was involved at the time,
indications were that relations between the EU and NATO were strained.

In the context of the summits with China and the Republic of Korea and the Asia-Europe
meeting which will take place later this year, the conclusions state: “Concrete steps should be
taken and priority areas of cooperation between Europe and Asia ... cooperation on regional
issues such as Iran and North Korea”. I am disappointed there is no reference to Burma where
a farce of an election was held in recent days. Ireland has a proud record of supporting the
ordinary people of Burma in their fight for democracy and equality, in particular the plight of
Aung San Suu Kyi. The Minister of State might comment on whether the issue of Burma will
be raised at the summit and if Ireland will use its good office, because of its track record in
this regard, to ensure it is discussed.

Another conclusion is that “The upcoming reflection on the implementation of the European
Neighbourhood Policy will provide an opportunity to deepen relations with the Union’s eastern
neighbours”, in particular in regard to the forthcoming summit with Russia. This is an important
and significant development. Russia is by far one of the largest trading partners within Europe.
Given its history and status and that Ireland has been a good friend of Russia, which friendship
has been reciprocated, the Minister of State may have an opinion to offer in this regard.

Another conclusion is: “The EU, in partnership with African countries, will continue to
pursue the objectives of economic development, good governance, transparency and account-
ability in the context of the joint EU/Africa Strategy.” Again, Ireland has a role to play here
because of our development aid programme. Mr. John O’Shea of GOAL recently articulated
concern, as expressed by others working in this area, about the increasing dominance of China
which is not adopting the type of human rights dimension that we in Ireland have, namely,
ensuring whatever support aid we give to these countries carries at least that particular dimen-
sion to it. China does not appear to be concerned about to whom it gives its money, be it the
most corrupt of dictators or the most corrupt of countries. It is simply interested in getting its
feet into Africa.
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We need some hope in this area. We need to know that the European Union is grappling
with and is capable of coming up with a solution that will help not alone this country but
peripheral countries of the EU. We must be given confidence that in terms what is happening
in the world today, Ireland, collectively with its European Union partners, can come up with
the solutions and achieve the task they have set themselves, and that they do so sooner rather
than later.

Senator Liam Twomey: I have just come from the Institute of International and European
Affairs, IIEA, which was packed to the rafters with people who had come to listen to the
European Commissioner for Economic and Monetary Affairs, Mr. Olli Rehn. I am sure the
Minister of State, Deputy Roche, is well aware that when European Commissioners came to
the IIEA to make speeches or give lectures on previous occasions, the crowd could often be
small and the room certainly was not packed to the rafters. What has Mr. Olli Rehn got that
many other European Commissioners do not have that attracts such a fantastic crowd? That
reflects on where we are now.

Many of the issues to which the Minister of State referred, including European stabilisation
mechanisms, the changes to the European Government and the report of Mr. Van Rompuy,
are for the future but we are very much in the present as far as the European Union is con-
cerned. What has landed us in this serious position? There is a complete loss of confidence in
the Government on the part of the people. There is a sense that we have been abandoned by
international investors, and that is the reason interest rates on Irish bonds are exceeding 8%.
The Government is too unstable to guarantee the passage of the budget, not to mind the four-
year plan, and that is creating serious concern. Why is Mr. Rehn coming here? Is he here
because the Minister for Finance, Deputy Brian Lenihan, is shirking his responsibilities in
carrying through this measure or is the European Union exasperated with the carry-on of this
Government in recent weeks?

I discussed this matter when we had an economic debate in this House during which I focused
on an article in The Irish Times of 29 September by Mr. Olli Rehn in which he was asked a
series of questions by a reporter from The Irish Times. That was a game-changing event. One
would have to ask whether it was because the European Union was tired of the Government
continually not giving the proper facts and figures to the people that it began to exert more
control over what was happening in the Irish economy. If that is the case it is regrettable
because up to 29 September the Government was still talking about a €3 billion adjustment in
the budget in a few weeks from now and that somehow everything was fine in the Irish econ-
omy. That article by Mr. Olli Rehn was an eye-opener for many of us because he was saying
there will be a need for serious adjustments in the budget and serious consideration for a four-
year plan. What the European Union recognised was that this Government not only had a
major crisis to deal with but that it had exacerbated that crisis in the past two years by some
of the policy decisions it took in regard to banking and the overall running of the economy. It
was failing to make the next necessary adjustments, the very measures the Minister spoke
about, namely, controlling the Government deficit. It was subsequent to that article in The
Irish Times that we were all asked to meet the officials in the Department of Finance and to
meet Mr. Olli Rehn.

I would like to know who invited Mr. Olli Rehn to come here. The Minister said this morning
that the Opposition invited Mr. Rehn to Ireland. I was not aware of Fine Gael requesting to
meet Mr. Rehn. We were simply informed he was coming.

A serious issue arises in this regard, and it concerns our relationship with Europe. We must
maintain that partnership with Europe and ensure the impression is not given that Europe is
paternalistic towards Ireland or that Europe is coming here to tell the errant child what to do.
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The Minister might say that is nonsensical and that those of us in the political system and in
the establishment who understand the relationship between Europe and Ireland know that is
not the case, but the public could quickly come to the conclusion that Europe will dictate terms
in a way that does not reflect a partnership role if we are not careful about the way we approach
the problems we face right now. As a nation we have a strange relationship with Europe. We
rejected the first Nice treaty referendum but changed our minds on the second. Much of that
was based on the fact that we saw the gathering economic dark clouds over this country. We
realise, to some degree, that we are dependent on Europe and that Europe has a strong role
in our economy in more ways than one, but there is a growing concern that we must ensure
the way we handle this relationship in the coming months and years gives the people cause for
hope and confidence in Europe. That is very important.

In my meeting with Commissioner Rehn he emphasised that he is not here to dictate terms
to the people but instead wants to work with them, but there is a sense that this Government
does not know what is going on or what it is doing in regard to our economy. Further concerns
have been expressed, and the Minister of State, Deputy Roche, would be well aware of them.
One of the striking comments Commissioner Rehn made when he met us was that prior to
coming to Ireland he had a meeting with the President of the European Central Bank, Mr.
Trichet. The reason for that is that they continue to be concerned about the fragility of the
Irish banking system, and the European Central Bank is the holder of the majority of Ireland’s
sovereign debt. I have no doubt Commissioner Almunia will be taking a further look at many
of the problems in the Irish banking system. We need to have that debate in these Chambers
and we need to be fully abreast of what is happening and what is going on between our
Government and Europe to allow the people continue to believe they are part of a partnership
with Europe, notwithstanding all the gross mistakes made by this Government in recent
months.

There is a need to restore lost confidence in our economy. There is a need for a four-year
plan to give some sort of confidence to the bond markets, although I do not know if that will
work. Europe may have to play a stronger role in our economy next year. We must continue
to provide incentives for the jobs market because it is only when we have a growth package
and generate jobs in our economy that we will get out of this mess we are in, and we must
prioritise any measures in the forthcoming budget that will have the minimum effect on econ-
omic growth because €6 billion, if that is the Government’s final figure, will have a significant
impact on both GDP and the potential for growth next year.

Ministers must be open with the people about what is happening right now between Europe
and this Government. As I said, it is not about the relationship between the State and the
European Union but the relationship between the people and the European Union. For the
majority of that time it has been a partnership arrangement and we must ensure that continues
and that the perception of the people is that Europe is good for this country.

We face serious economic issues. If we think they are serious now they will become more
serious after Christmas and there is a significant need for the Government to be honest about
its responsibilities in terms of causing this mess, how it will get us out of this mess and the way
we handle our relationship with Europe in the years to come.

Minister of State at the Department of Foreign Affairs (Deputy Dick Roche): I thank
Members for their contributions. I have taken more notes than what was in the original script
and therefore I will go through the various points.

Senator Donohoe made a positive contribution. He mentioned his concern about the refer-
ence to the private sector and the knock-on impact of that. I do not wish to strike a discordant
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note but the previous contribution raised the question of some nefarious or sinister reason Olli
Rehn came here. I enjoy the friendship of Commissioner Rehn who is a member of my own
political group and whom I have known for many years. He is here, like other Commissioners,
because it has been decided — properly — that Commissioners should get out of the Berlay-
mont and go out into the street to talk to as many people as possible in member states. With
all due respect to the last contributor, it does us little good to suggest there might be something
negative about his coming here. I see it as amazingly positive, as I do the upcoming visit of
Commissioner Geoghegan-Quinn. The Commissioner with responsibility for development aid
has also been here. Actually, seven Commissioners are due to visit the country for the very
good reason that the Commission President, Mr. Barroso, has said he wants them to be in
contact with and listening to people, something with which I agree.

To return to a point made by Senator Donohoe, I remember an old expression, “Careless
talk costs lives”. He was making the point that words wrongly spoken — perhaps innocently
— could have all sorts of effects. He went on, skilfully, to discuss the not unreasonable sugges-
tion made by the German Chancellor, Ms Merkel. She had constitutional concerns about her
own court, which fed into a political debate in Germany about a constitutional court case, of
which we all had to be conscious. The point the Senator was making was that the concept of
the private sector carrying part of the cost, mentioned in the pronouncement by Chancellor
Merkel, was dangerous and that the pronouncement had led to a change in sentiment. The
Senator is right. There has been a hardening of sentiment in the bond markets in recent weeks
because there has been much speculation about what these phrases meant and what this would
mean in the long term in terms of the wording produced in Italy in December and subsequently
the actual permanent mechanism.

Chancellor Merkel was not actually the first person to suggest the private sector should carry
some of the cost of the meltdown in financial markets. It was a view commonly taken in the
political establishment in this country. Many in the debate here talked about inflicting pain on
this or that group. I am not saying I necessarily disagree; I am simply making the point that
we are living in times in which it is extraordinarily important that people are conscious that
certain comment can have a negative impact — spooking the market, as Senator Donohoe
described it, through careless phraseology.

The Senator is not alone in his concerns in this regard; the President of the European Central
Bank, Mr. Trichet, made the point that speculation was far from helpful in the current situation
and cautioned against it. Other commentators, not just in this House but also elsewhere, have
been critical of the actions of Ms Merkel and Mr. Sarkozy. Again, we need balance in this
regard. If Chancellor Merkel believed there was a danger that a constitutional court could
move in a particular direction, it would do none of us any good if she did not deal with this.
What all of this illustrates to me is the need for a much more focused and constructive debate
on all issues relating to the European Union, a debate that would get away from the extreme
notion that somebody is out to get us.

Senator Donohoe also talked about the concerns expressed regarding the issue of auto-
maticity which was at the heart of some of the concerns on the French side. I have no doubt
whatsoever that there would not have been much enthusiastic support for automatic Com-
mission involvement and this contributed to the Deauville declaration.

The view is that the sanctions should require a political trigger. The Senator has raised the
question of at whom the mechanism is aimed. Those countries that are anxious that this be
established must be aware that it will apply to all 27 countries. We cannot have two classes of
state within the European Union. We are in complex territory, but when we are talking about
issues such as automatic mechanisms and specific sanctions, we must be aware that if they are
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ever introduced, they will be introduced only with the agreement of all 27 member states and
only if they are applicable to all 27.

The Senator referred to the Deauville declaration and said he was concerned that it had had
a major and formative impact on the European Council conclusions. There is no doubt it did
have an impact on the conclusions. However, if one considered what the Van Rompuy report
was working towards and the conclusions drafted before the European Council, one would
have to say the Deauville declaration did not result in a sea change, although the significant
issues raised were the focus of much attention and, it must be said, some irritation at the
Council. The most important point about the declaration was the suggestion from the chancel-
lors about sanctions which included the potential loss of voting rights for member states. This,
it seems, is an extremely non-communautaire discussion to have. However, as I said, there was
absolutely no enthusiasm for it. It was discussed at the dinner for the foreign affairs Council
on the previous Sunday, at the foreign affairs Council on the Monday, at the general affairs
Council on the Monday and during the course of the European Council and there was no
enthusiasm for it.

Senator Leyden asked whether the ready availability of funding to Ireland as a member of
the eurozone was at the core of Ireland’s building bubble. There is no doubt that the availability
of cash contributed to the bubble; I remember commenting on this more than once. However,
we have to take the blame ourselves. To blame the availability of funding for the bubble is
similar to a drunk man blaming the availability of the output of a brewery for his drunken
state. We did what we did and have to accept this.

The Senator said, rightly, that the economic position took centre stage, not only at the
European Council but also at the discussions of the General Affairs and External Relations
Council. He mentioned the prospect of EU membership for Turkey which was not on the
agenda this time. It is important to indicate that Ireland’s view of Turkish membership has
always been clear: there are objective criteria which have applied from the Copenhagen meet-
ing onwards for membership of the European Union and if Turkey fulfils these criteria, it is as
open to negotiating membership as any other state.

The Senator also mentioned development in Cuba. This issue was not discussed at the Euro-
pean Council, but it was discussed at the General Affairs and External Relations Council in
the absence of the Spanish Foreign Affairs Minister, Mr. Moratinos, who had been to the fore
in promoting it. There has been a change in that he has been replaced. However, it was
interesting that his replacement, Ms Jiménez, made it clear that she shared his enthusiasm to
make progress in this regard.

I agree with Senator Leyden’s comments on the budget and Mr. Alan Dukes. During the
year I have commented about former Deputy Dukes who stepped up to the plate when the
national interest demanded it and who did not receive fair recognition for it.

I also thank the Senator and others for their kind words about me and the Minister,
Deputy Martin.

Senator Terry Leyden: Well deserved.

Deputy Dick Roche: The Minister has given good leadership and his personal tragedy has
touched us all. He is an excellent Minister and has been anxious to develop relationships with
the Oireachtas, as am I. It is a concern that we share.

Senator Quinn always makes a sparkling contribution. He discussed the impact of the growth
in private debt on the current crisis and, of course, is correct. There has not been enough
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discussion of that aspect. He correctly made the point that it was not an issue of public or state
debt that had brought Lehman Brothers down but private greed.

He mentioned the comments of the Polish Prime Minister and the Italian Foreign Minister
who expressed concerns about what had happened in Deauville and described it as being
unacceptable to other big players. It is not acceptable to any player, big, small or medium in
size. The European Union is a community of member states and we are all equal. I recall this
issue coming to the fore during a discussion at the European Convention when I had to remind
the president of the convention that all member states were equal under the Treaty of Rome,
regardless of whether they were big or small. Senator Quinn is right in pointing out that there
are 27 member states, not just two. That is not to say we disregard any member state and
if Chancellor Merkel has a particular concern about the constitutional position or what the
constitutional court might find, we would be foolhardy to ignore her concerns. We must listen
to them with respect and make certain we do not paint her as the villain of the piece because
she is not. She wants to ensure we will not have difficulties in the future.

Senator Quinn also mentioned the advent of China in terms of the Greek and Portuguese
initiatives, both of which are very interesting. I am not sure what the position would be if they
were to come here.

One of the high points of the debate was the Senator saying that our problem could be
solved if we believed in ourselves. He is right in saying we will have the right outcome because
we have strengths. He made the point that we had many strengths that we did not recognise.
Other countries have demographic issues that we do not have. We have a young, vibrant and
well educated population and a very flexible workforce. That is not a position in which other
member states or other major developed states find themselves. Even with the downturn, there
are more people at work than 20 years ago. We have a very good story to tell on our balance
of payments. We also have good news on our exports. As the Senator said, we have started to
reconstruct our competitiveness. Many of our fellow EU member states have real issues with
their competitiveness. When I was in Denmark recently, I was shocked to discover the position
in which it found itself. The biggest single impediment to our future progress as a nation is our
occasional self-doubts. Samuel Johnson said: “The Irish are a fair people; they never speak
well of one another.” Perhaps we should.

Senator Ormonde rightly mentioned the importance attached to Ireland playing a full role
in the European Union. This is not some supplicant nation but a full member of the Union.
We are respected and well regarded and should never paint ourselves into a secondary position.

Senator Alex White rightly said it was only a matter of time before a permanent mechanism,
a common-sense set of provisions, emerged. It will be the contents that will count. I have made
the point that we expect the German Government to respect our constitutional concerns and
we must return the compliment. The Senator did not question the Taoiseach’s view on the
wording that will be brought forward in December but was merely reflecting it. Like the
Taoiseach, he makes the very valid point that we cannot be definitive until we see the final
wording. Within the existing treaty structure it is possible to find words that will meet current
requirements and not require a major treaty change. If we are to commit ourselves to a major
treaty change it will become a problem not just for Ireland but for all 27 member states. If we
were to undertake a major root and branch rewriting of any section of the Lisbon treaty, it
would require a convention which would pose difficulties for each and every member state.
When discussing this matter, it is important to keep to the fore the Crotty judgment which
found that a referendum was not necessary when the treaty proposals “do not alter the essential
scope or objectives of the Communities”. It is possible to frame words in the current context
without in any way altering the scope or objectives of the treaties.
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The Senator asked whether we were right to commit ourselves to a figure of €6 billion. The
reality is that we are spending €5 for every €3 we take in in taxes. In the next year or so we
will need to borrow up to €20 billion simply to pay for services currently provided. We are all
sufficiently adult to accept that this is not a realistic position to maintain. What disturbs me in
a debate that is taking place outside the Houses is the suggestion that we might be as well off
to let the IMF come in. A very good article in The Sunday Business Post reminded readers
what had happened in Latvia when the IMF came in. The IMF forced a cut, the equivalent of
10% of GDP, and we are talking about a figure of 3.7% and saying how horrific it is. It cut
almost half of the public service agencies and closed almost half of the hospitals. Thousands of
public servants were let go and the unemployment level grew to in excess of 20%. Those who
are enthusiasts of the IMF coming in and doing the job we, as the elected Government and
elected representatives on all sides of the political divide, should do are not in touch with
reality. Even Greece, following the EU bailout and with the assistance of the IMF, will face a
bigger cut next year than we will. While it is not a pleasant place to be, anybody who suggests
going the IMF route would somehow be an easier option is not in touch with reality.

Senator Dearey was concerned about the mechanism being portrayed as an extension of an
EU democratic deficit, on which he is right. There are people who, no matter what is suggested,
will portray the European Union as, in some way, posing a sinister threat to all we hold dear.
In reality, as we all know, nothing could be further from the truth. Members should contem-
plate where we would be if it were not for the support we have received from the Union.

The Senator asked whether a referendum would be required. I have already dealt with that
issue. There is more than adequate room within the treaty structures to use the more flexible
mechanism to achieve the changes necessary.

The Senator asked about draft conclusions reached at Cancun, which are important. The
Commission President, Mr. Barroso, recently wrote to President Van Rumpuy and the Heads
of State and Government calling on them to agree a position that demonstrated global leader-
ship on the topic. That was at the core of his letter. What happened in Copenhagen last year
was nothing short of a farce. It was not that the European Union was not represented there;
rather it was that we were not speaking with a single voice, which is not good. The Union has
a high moral position in this, on which we need to focus. We also need to be realistic. The Union
cannot carry the burden unless other developed and developing states step up to the plate.

While I do not agree with Senator Cummins’s opening remarks, I have sat in the Dáil for a
long time and never recall anyone arguing very strongly for reduced spending in any budget
no matter what Deputy Bruton’s overall conclusions were in the end. I recall a series of resol-
utions calling for very good things that would have required the expenditure of more money.
It would be uncool of me to ask if Deputy Bruton did such sterling work, why did Fine Gael
move him, but I will not go down that route because it would be unkind.

The Senator mentioned that the simple mechanism used within the treaty should be
sufficient. I agree. One of the things we need to do in the European Union is to stop speaking
in superlatives and start looking at how we might make incremental improvements. The idea
that we should always go for the big bang, the big explosion and the grand gesture is, frankly,
foolish because one never achieves them. There is a pilgrimage in a small town in Luxembourg,
Echternach, in which the pilgrims march two steps forward and one step back. That is how the
European Union reaches its objectives. It takes small steps forward and another step back.
However, it happens by being radical in small ways rather than opting for the grand show.

I agree with the point the Senator made about beef and the Doha round of negotiations. I
had the pleasure of making the point personally to a very irate Minister for Foreign Affairs
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from one of the larger countries in South America who accused me, and I would be delighted
to take the blame, of being solely responsible for stopping Brazilian beef being imported into
this country. My response at the time was the same as the Senator’s, that as soon as the beef
produced by Brazil has full traceability and meets all the requirements of both animal and
human health, there will be no problem. There is no way we should allow a good and clean
food industry to be spancelled with unfair competition.

Deputy Barrett and I have had long and pleasant discussions about ratings agencies. It is
great to have someone other than ourselves to criticise. The Senator is quite correct that there
is something perverse about ratings agencies which were giving junk bonds AAA ratings on
the eve of the collapse of Lehman Brothers calling the shots for sovereign debt. It is important
the European Union produces a response to that because it is abnormal. We know that ratings
agencies, some of which are regularly quoted in our media, faced criminal charges because they
were on both sides of cases, and there are very serious cases coming down the line relating to
them. The Commission is working on proposals regarding ratings agencies. There is a necessity
for an objective rating that is beyond question.

Senator Mooney was concerned about the background noises from the Deauville summit.
He is correct that the removal of voting rights is not a particularly communautaire suggestion.
It is being kicked into the long grass. After he does all the other things he must do, President
Van Rompuy must also examine this proposition. I would not hold my breath waiting for
anything to come forward on it. The Senator is correct that the High Representative has been
tasked with examining the relationship between NATO and the European Union. That does
not in any way undermine or attack Ireland’s neutrality. Burma was not on the agenda although
I share the Senator’s view on what has happened there. It is worth recalling that the Seanad
was the first House of any parliamentary assembly to pass a resolution on the continuing
undemocratic incarceration of Aung San Suu Kyi. A resolution was passed in this Chamber
before the matter became an issue in other parliaments.

I agree about the need to keep Ireland engaged in the summits with third countries. Even
though we are not part of the G20, it is important we pay attention to it. I wish to caution
against a danger on our part. I had a word with a member of Senator Cummins’s party who
was talking about Ministers swanning around Europe. It is terribly important we continue to
engage. The fact that we happen to face difficulties is not an excuse for disengaging. If there
was ever a time when Ireland’s interest required us to be fully engaged, this is it. I was also
talking to a former leader of the Fine Gael Party, Dr. Garret FitzGerald, a man for whom I
have huge personal respect. He made this very point, that this is a time when we should not
pull into our shells. We should reach out and sell the Irish story. Yes, there have been issues
for which we can all take some blame, but we also have a good story to tell.

I do not agree that there was anything sinister about the visit of Commissioner Olli Rehn. I
am not sure Senator Twomey wished to say that but the words he used appeared to suggest it.
Commissioner Olli Rehn was here for the good and proper reason, that the President of the
European Commission has indicated that he wants the Commissioners to be out and about in
member states. There was a democratic deficit in Europe and Members will recall that the Irish
Presidency of the EU emphasised the need for communicating in Europe. One of the ways to
do that is to get men and women out of the Berlaymont and on the ground. It was very
beneficial that Commissioner Rehn met the Opposition and the social partners. It helps to
contextualise the decisions we must make.

I am not clear about the point Senator Twomey was making but I am sure he was not
dismissing the benefits of having a Commissioner here. Perhaps he was highlighting the fact
that there is a danger that some people in Ireland will misuse such visits. That is a reality. The
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old Irish expression, ní neart go chur le chéile, applies. If we can harness the pro-Irish sentiment
and respect for this nation that exists within the Commission, I believe we will do well from it.
No country in Europe is as over-represented at senior positions within the bureaucracy of
the Commission, so there is a good understanding of Ireland’s position. It is good that the
Commissioners visit this country, and a series of Commissioners is due to visit soon. There is
nothing either nefarious or sinister in that, and I am sure Senator Twomey did not wish to
suggest it. It is very positive and I am sure the main Opposition party also regards it as positive.

Senator Terry Leyden: I compliment the Minister of State on the most comprehensive
response I have seen from a Minister in this House for a long time.

An Cathaoirleach: When is it proposed to sit again?

Senator Terry Leyden: At 10.30 a.m. tomorrow.

Adjournment Matters

————

Schools Building Projects

Senator Denis O’Donovan: I welcome the Minister of State, Deputy Seán Haughey, and
thank him for replying to this Adjournment matter, which concerns the current situation
regarding the construction of two schools in Bantry, a new gaelscoil on a greenfield site and a
new community school, or community college as some call it.

This is a pet project for me. Approximately 15 years ago we eventually persuaded the powers-
that-be to combine the two existing second level schools and construct a new school in Bantry,
to construct a new gaelscoil on the site and to provide much needed sports facilities. This was
to be provided under a public private partnership, PPP, and construction commenced six
months ago. Significant progress has been made. I inspected the site at the start of construction
and two or three times during the course of construction. It has been advanced considerably.
However, the High Court has appointed an examiner to one of the two companies that won
this contract, Pierse Construction.

6 o’clock

My concern, and that of the community, is that this job might be delayed for a considerable
period. There is also concern on the part of the labourers working on the project, the trades-
men, the suppliers of machinery, concrete and other materials and all others involved that they

might be left high and dry. At one stage, the site appeared to be closed for a few
days. There is another company involved in the construction and I am sure it is
bonded. I am acting as devil’s advocate and asking the Minister of State to clarify

the position for the record and to ensure the project will be completed in so far as possible
within the timeframe envisaged. I am not seeking special treatment. If it is delayed for a month
or two, so be it. It is important the workers and suppliers of materials would be paid, that a
bond would be in place and that the work would proceed as normal, especially given that a
partner development company was involved in the very difficult and technical application in
response to the advertisement in the EU Journal for the tendering process.

I hope my fears are unfounded and that the Minister can allay them. I might wish to comment
further at the conclusion of his response but it will be very brief.

Minister of State at the Department of Education and Skills (Deputy Seán Haughey): I am
taking this Adjournment matter on behalf of my colleague, the Tánaiste and Minister for
Education and Skills, Deputy Mary Coughlan. I thank the Senator for raising this matter as it
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gives me the opportunity to outline to the House details of the Department’s public private
partnership programme for the delivery of primary and post-primary schools as well as the
delivery of third level projects.

Modernising facilities in our existing building stock as well as the need to respond to emerg-
ing needs in areas of rapid population growth is a significant challenge. The Government has
shown a consistent determination to improve the condition of our school buildings and to
ensure the appropriate facilities are in place to enable the implementation of a broad and
balanced curriculum. Since 1999, the Department of Education and Skills has procured projects
via public private partnerships, PPPs, and currently has four separate PPP contracts in oper-
ation. These contracts cover the five pilot schools, the National Maritime College, the Cork
School of Music and schools bundle 1. The Department’s current public private partnership
programme was announced in 2005 and includes four primary schools, 23 post-primary schools
and 16 third level projects in nine institutions. Currently, the Department is progressing a total
of two primary, 12 post-primary schools and 16 third level projects through the various stages
of procurement. All these projects are scheduled for delivery over the next four years.

Under the public private partnership model, the schools and third level projects are designed,
built, financed and maintained by the PPP company. The contract between the company and
the Department will last for 25 years after completion or construction. Unlike traditional pro-
curement where the State provides the capital funding for the project, under the PPP model
the PPP company provides private financing, primarily in the form of bank borrowing from
private financial institutions. The Department does not make any payments to the PPP com-
pany until after the schools have been completed. It is at this point that the Department com-
mences payment of a monthly unitary payment to the PPP company over the course of the 25-
year contract. A portion of this monthly payment covers the cost of construction as well as the
successful delivery of specific services by the PPP company.

The Department is responsible for all aspects of the assessment and approval of project
bundles, including the decision to procure as a public private partnership, the setting of project
budgets, output specifications and other service requirements, and agreeing the public sector
benchmark. The National Development Finance Agency is responsible for procuring the pro-
ject and handing the bundles back to the Department after construction is complete and the
schools are operational.

The first bundle of post-primary schools was announced in November 2005 comprising
Banagher College-Coláiste na Sionna, Gallen community school, Ferbane, Scoil Chríost Rí,
Portlaoise, and St. Mary’s CBS, Portlaoise. The contract for the delivery of the first bundle was
signed by the National Development Finance Agency on behalf of the Department with Mac-
quarie Partnerships for Ireland in March 2009. The four schools in the first bundle became
operational in September 2010. The second bundle of primary and post-primary projects, to
which the Senator refers, was announced in November 2006. This bundle comprises Bantry
community college and Gaelscoil Bheanntraí, County Cork, Kildare town community school,
Abbeyfeale community college, Athboy community school, and Wicklow town community
college. The contract for the delivery of these six schools was signed in early June 2010 with
Macquarie Partnerships for Ireland and construction works on all six schools commenced
immediately.

The third bundle of primary and post-primary schools was announced in December 2008.
This bundle comprises Coláiste Ailigh, Letterkenny, County Donegal, Ballinamore community
school, County Leitrim Doughiska post-primary and Doughiska primary school, County
Galway a post-primary school in Gorey, County Wexford, Tramore secondary school, County
Waterford Athlone community college, County Westmeath and a community school in Doon,
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County Limerick. This bundle was handed over the National Development Finance Agency in
August 2010 and is currently in procurement. The two new schools in Bantry are included in
the school bundle of primary and post-primary schools to be delivered under the Department’s
PPP programme. Macquarie Partnerships for Ireland was awarded the contract and the con-
struction company concerned was contracted to build four of the six schools in this bundle,
Bantry community college, Gaelscoil Bheanntraí, Kildare town community school and Athboy
community school, while another construction company is contracted to building the other two
schools, Wicklow town community college and Abbeyfeale community college.

The contract signed with Macquarie Partnerships for Ireland provides that should there be
any difficulties with regard to a contractor being unable to continue with the delivery of the
schools, the responsibility falls to the consortium to make alternative arrangements to deliver
the schools. The building company with responsibility for the construction of four of the schools
went into examinership on 12 October 2010 and subsequently into liquidation. The National
Development Finance Agency has been in constant contact with the consortium, Macquarie
Partnerships for Ireland, on this matter and arrangements are in place to provide for the con-
tinuation of the construction of all the schools. The second construction company has taken
over full management of all four sites as is required under the provisions of the construction
joint venture contract in such circumstances. The PPP company is confident there will not be
any significant delay to the delivery of the six schools as a result of this matter. The responsi-
bility for the management of issues which may arise in connection with the delivery of the
schools in this bundle as result of the liquidation continues to rest with Macquarie Partnerships
for Ireland.

I thank the Senator again for giving me the opportunity of outlining the current position on
the delivery of the second bundle of primary and post-primary PPP projects.

Senator Denis O’Donovan: I thank the Minister of State for his response, which has covered
the areas of concern. I am reassured the situation as outlined will ensure the projects will be
completed as far as possible within the approximate timeframe originally envisaged.

Third Level Charges.

Senator Cecilia Keaveney: I thank the Cathaoirleach for allowing me raise this issue and
thank the Minister of State for attending to respond on it. I have asked for the Minister for
Education and Skills to ensure that any increase in registration fees is ring-fenced for student
services. I have also asked that students applying for college courses for the next academic year
be simultaneously allowed to apply for their grants so that the delays in payments experienced
this year will be eliminated.

I know we have this debate every year and understand it is not strictly the Department of
Education and Skills that has control over the situation. That said, we need strong negotiations
between the Department and the Department of Finance to ensure the criteria for the grants
are issued as early as possible. Students I encounter day in, day out point out that they need
to concentrate on their exams in their final year at school but they must make their applications
for courses. We should put a mechanism in place in order that when students apply for their
course, they also apply for their grant. In that way they would put in the time required to fill
in their forms which would then move on to the adjudication mechanism, either the vocational
education committee, VEC, or the county council. This would be of benefit also to county
council and VEC staff who would not face an avalanche of applications late in the year, such
as what they are currently trying to battle their way through. While I feel for the VEC and
county council staff in this regard, I feel more for the students.
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I would like clarification on the current situation. I am aware some county councils are
issuing student grants in batches and that while grants for some students have been processed,
the next batch will not be processed until approximately 29 November. I understand some of
these grants have been allocated but are in the system waiting to be transferred either by
cheque or electronic transfer. We are at a time when we are taking cost-cutting measures and
trying to achieve efficiencies and effectiveness. In this technological age, all grant awarding
bodies should be at a stage where an electronic transfer can be made directly to students when
the adjudication process is complete. This issue relates also to the fear people have that the
current €1,500 registration fee will be increased to €3,000. If this happens, it is important that
any increase is ring-fenced for student services.

I urge the Minister of State to ensure the Department encourages the grant awarding bodies
to participate in career days in schools.

There are career days in many schools but few of them invite the grant-awarding bodies to
explain the cost of going to college. It should not scare students off but prepare them for it.
One council with which I am familiar sends an official to secondary schools to talk to first year
students and their parents to suggest €5 per week be put away towards a college fund. The
official also explains to fifth year students the college application process and the information
required by the grant-awarding bodies. It was noted this led to better accuracy in the appli-
cation forms and, in turn, a faster processing time.

Could a central body send information to all final year students on how this operates? Very
often, students concentrate on getting the course they want, only to discover when they start
college they have to put down a €1,500 student services fee. Other charges pop up unexpectedly
like a deposit for accommodation. Information should be provided from this point in the year
to prospective students to ease their burden and the college application process. I hope the
Departments of Finance and Education and Skills will work towards a process whereby the
forms for college applications and third level grants will be filled out at the start of each school
year. I also hope any fees they pay are ring-fenced for their benefit. It is important we bring
newly qualified people into the workforce.

Deputy Seán Haughey: I am taking this adjournment on behalf of my colleague the Tánaiste
and Minister for Education and Skills, Deputy Coughlan. I thank Senator Keaveney for raising
this matter and I am sure she will appreciate it would not be appropriate for me to comment
on any possible budgetary proposals.

The student service charge is levied by the higher education institutions to defray the costs
of examinations, registration and student services. The range of student services may include
such facilities as on-campus medical and counselling facilities for students, access and disability
services, careers office services, student facilities, student clubs and societies. In accordance
with the legal provisions, it is a matter for the institutions to determine the student services
that are comprehended in their institution by the charge. The precise range of student services
that comes under the ambit of the charge can vary to some degree across institutions in part-
icular circumstances. However, the charge relates to broad student services and is not intended
to relate to direct tuition costs.

For the academic year 2009-10, the Government indicated it was prepared to accept increases
in the level of this charge to bring it to a limit of €1,500 in individual higher education insti-
tutions. No increase was applied to the charge for the current academic year, 2010-11. Students
eligible under the means-tested student grant schemes do not have to pay this charge. It is paid
on their behalf under the Department’s student grant schemes in addition to any maintenance
grant and tuition fee support to which they are entitled. Some 43% of undergraduate students
fall into this category.
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The use of the student service charge by higher education institutions to ensure the full
income from the charge is being utilised on student services has been reviewed by the Higher
Education Authority, HEA. The review has been completed and submitted to the Tánaiste
and Minister for Education and Skills. It covers income and expenditure associated with the
charge, internal allocation processes for same, arrangements for accounting for the charge and
additional charges levied on students outside the charge. Officials from the Department are
following up with the HEA on aspects of the report and its findings in more detail. It is
envisaged the outcome of the review will lead to the adoption of accounting policies that can
be applied in a consistent manner across the sectors and between institutions and to an examin-
ation and updating of the HEA’s framework of good practice for the provision of student
services.

With regard to student grants, the 66 grant-awarding authorities received an unprecedented
number of student grant applications for the 2009-10 academic year with increases in appli-
cations up by 30% in some areas. It is acknowledged some students experienced delays in the
processing of those grant applications. While pressures continue to exist in grant-awarding
authorities due to the recruitment moratorium in the public sector, which has reduced their
capacity to deal with the surge in demand, every effort is being made to ensure students get
decisions on their grant applications and are paid as soon as possible for the current
academic year.

In association with the grant-awarding authorities, the Department took several steps to
improve service levels this year and to streamline administrative processes. Key among them
were a simplification of the grant application form, a downloadable application form, advance
payments to awarding authorities, a roll-out of payments by electronic funds transfer, the publi-
cation of the grant schemes two months earlier than last year and the introduction of a new
on-line grant application system already operating in 11 grant-awarding authorities. For grant-
awarding authorities, it will mean more timely and more accurate applications to help with the
management of the application process.

In excess of 69,000 students received financial support from the Government under the
student grant schemes in the 2009-10 academic year and this number is likely to rise further
this year. With this volume, delays are inevitable if a large number of students leave their
applications to the last minute or submit poorly completed forms. Unfortunately, up to 60%
of applications have to be returned in some areas because they are incomplete. It is critical
that fully completed application forms are submitted to the relevant local awarding authority
as soon as possible and that all required supporting documentation is included to help the
awarding bodies make prompt decisions on entitlement.

The consistent message which the Department has put out to students over the years is to
encourage them to apply for a grant as soon as they have taken a decision to go to college. It
uses various mechanisms to disseminate this message including through the students unions
and other relevant groups. The Department also contacts all Central Applications Office, CAO,
applicants using the CAO e-mail facility. The single most fundamental and radical restructuring
of the whole student grants administration function is provided for in the Student Support Bill,
which also provides for a single unified scheme. Committee Stage of this Bill will be taken on
25 November 2010. Several amendments relating to legal and policy issues arose since Second
Stage and had to be finalised with the Attorney General’s office. In addition, possible options
for a more significant centralisation of functions have been explored in line with the Govern-
ment’s wider programme of public service reform. It has been decided the grants function will
be administered by a single grant-awarding authority. The further amendments arising from
the decision on this issue will also be dealt with on Committee Stage.

566



Vehicle 9 November 2010. Tax Code.

I thank the Senator for affording me the opportunity to respond on this matter.

Senator Cecilia Keaveney: I am aware Committee Stage of the Student Services Bill will be
taken this month and it will streamline some of the issues I raised. Students in receipt of means-
tested third level grants do not have to pay the student services fee. However, if their forms
have not been processed, there is no proof they are eligible for exemption from the student
services fee. Some students have been badly caught by this because certain institutions will not
accept word of mouth assurances in this regard. I hope the new system will speed up the grant-
awarding process. I hope it also will make this as easy as possible to negotiate. Proving that
one does not have to pay the charge necessitates having to get some information to say the
form is being processed. I hope the Minister of State can see the anomaly involved.

Vehicle Tax Code

Senator James Carroll: I thank the Minister of State for taking this Adjournment matter
which concerns the new declaration involving the taxation of a commercial vehicle. This issue
has caused major unrest in my area. I have received numerous representations about it in my
constituency offices in Drogheda and Ardee. People may have had their vehicles taxed for
years without any problem, but difficulties have arisen over recent months. It is essential the
Minister of State would clarify the issue. I have been in correspondence about the matter with
Louth County Council and other authorities in the north east. They have sent me differing
answers so there appears to be some confusion even within the local authorities involved. They
say the new declaration applies when a person is taxing a vehicle under the goods rate for the
first time. It will apply, therefore, when the vehicle is brand new or new to the person who is
taxing it. This has not been the experience of a number of my constituents. That is why it is
essential for the Minister of State to clarify the matter now.

Other factors are also involved, including whether an owner has his or her business registered
with the Revenue Commissioners or whether the building is VAT registered, in which case
there are thresholds on VAT registration. It is important to clarify these issues for individuals
who use their vehicles for work purposes, although they may also be used on an odd occasion
for personal reasons. One example concerned a neighbour whose wife’s car broke down. He
was not legally permitted to use his van to pick up his wife and bring her home. We are now
in quite a crazy situation. Other people may use a vehicle for work purposes but they are not
self-employed and are therefore subject to other criteria. I will be interested to hear the Mini-
ster of State’s reply. I thank him again for taking this Adjournment matter in the House.

Deputy Seán Haughey: I am taking this Adjournment matter on behalf of my colleague, the
Minister the Environment, Heritage and Local Government, Deputy John Gormley. I thank
Senator Carroll for raising this matter and hope I can provide the clarification he is seeking.

There is no requirement for the owner of a commercial vehicle to have a VAT number to
pay road tax. The legal position is that to be taxed as a goods vehicle, a vehicle must be
constructed or adapted for that purpose and used solely in the course of trade or business.
Under section 2 of the Finance (Excise Duties) (Vehicles) Act 1952, if a vehicle is used in a
condition or manner which would attract motor tax at a higher rate, tax then becomes payable
at that rate. In other words, if a goods vehicle is not used solely in the course of trade or
business, it must, like all other private vehicles, be taxed at the private rate of motor tax.

Under Article 3 of the Road Vehicles (Registration and Licensing) (Amendment) Regu-
lations 1992, a licensing authority must be satisfied that it is authorised to issue the licence
applied for and, accordingly, that it is the appropriate licence for the vehicle. It is thus open to
a motor tax office to seek additional documentation to support an application for a goods
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vehicle licence. Such documentation may include a certificate of commercial insurance or evi-
dence of registration for VAT purposes or, at the discretion of the licensing authority con-
cerned, any other appropriate document. Provision of a VAT certificate would assist in
satisfying a local authority that a goods vehicle licence is appropriate, but other documentation
is also acceptable. It would not be expected that any person genuinely using a vehicle in the
course of trade or business should have a difficulty supplying documentation to support a claim
for what is, in effect, a concessionary rate of motor tax.

Form RF111A Goods Declaration Form, which may also be required by the licensing auth-
ority, has been in existence for a number of years and is not a new requirement. It constitutes
the statement by the applicant that the vehicle is being used in the course of trade or business.
This declaration should not need to be sought at every renewal once particulars of the vehicle
have not changed, but it is normally sought at the time of first taxing as a goods vehicle and
on change of ownership.

The legal provisions governing the taxation of goods vehicles have not changed. It has been
brought to the attention of the Department of the Environment, Heritage and Local Govern-
ment that high-powered, high-specification vehicles that would not normally fall into the goods
vehicle category are being increasingly claimed as goods vehicles. In that regard, it is important
that motor tax offices follow the requirements to ensure a vehicle is correctly taxed. If a con-
cessionary rate of tax is being claimed in circumstances where it is not warranted, in effect
other road users are being asked to make up the resulting loss of income. In the interest of
fairness, all road users should pay the rate of motor tax appropriate to their vehicle and the
use to which it is put in line with the relevant legal provisions.

Senator James Carroll: I thank the Minister of State for his reply. The provision of a VAT
certificate has been requested by some local authorities, which is where the confusion may
have arisen.

I wish to raise one other matter concerning the taxation of vehicles. Given the tough econ-
omic times, it might be wise to charge precisely one quarter of the annual road tax for a three-
month tax disc, or half the annual rate for a six-month disc. At present, there is a reduction if
one pays the annual road tax in a single payment. The alternative I am proposing would accom-
modate people in the current constrained financial circumstances. I thank the Minister of State
for dealing with this matter in the House.

The Seanad adjourned at 6.25 p.m. until 10.30 a.m. on Wednesday, 10 November 2010.
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