The Fiscal Stability Treaty
Introduction
The Fiscal Stability Treaty (also known as the Fiscal Compact) is an intergovernmental treaty signed by 25 EU member
states in March 2012. It entered into force in January 2013. Initially designed to be a new EU treaty, the refusal of two
member states – the UK and the Czech Republic – to sign the agreement meant the design of the treaty had to be
modified.

History
The introduction of the ‘single currency’ – the Euro – was seen as an important step towards economic and monetary
union in the EU. However, in recent years there has been a growing financial crisis across the Eurozone. By 2010,
Greece was no longer able to service its debt and the government requested a bailout. It soon became apparent that
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Portugal, the Spanish banking sector and potentially Cyprus. The spiralling debt of these Eurozone members led to
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How does a General Election actually work?
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Ratification
The treaty did not require unanimous ratification to enter into force – instead it needed to be ratified by 12 of the 17
Eurozone countries to enter into law.
First-Past-The-Post
As of January 2013, 17 of the 25 EU member states have ratified the treaty, including 13 Eurozone countries. The
Members of Parliament in the House of Commons are elected using the first-past-theratification process has tended to vary from member state to member state, depending on national requirements. For
post electoral system. Each of the 650 voting constituencies in the UK are represented by
example, Ireland had to put the treaty to a referendum (on the 31st May 2012), which was closely watched because of
an MP. During the general and most local elections, the candidate with most of the votes
the national divisions that emerged regarding the ratification of the treaty. However, concerns that refusing to ratify
becomes the local representative. Candidates campaign door-to-door, hold debates and
would make it very difficult for the Irish to access the rest of their bailout fund bolstered otherwise lukewarm support
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important step was in September 2012 when Germany’s Constitutional Court ruled that the treaty was compatible with
they register online, or they can vote by post.
German national law and therefore constitutional changes were not required. The German Bundestag ratified the
treaty later that month.
Party with most of the votes is invited by the Queen to form a government. If there is no
clear winner, there is a hung Parliament. In this case, a minority or coalition government
can be formed. A minority government does not have an overall majority
in Parliament. A
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government. If that does not work out, new elections may be called.

The Fiscal Stability Treaty
Key Treaty Provisions
The treaty has been likened to a ‘toughened-up’ Stability and Growth Pact. It aims to prevent any future opportunities
for member states to get into debt by enforcing good fiscal discipline. It also allows for the development of central
oversight powers. Key rules include:
 Debt brake – If a member state’s debt is greater than 60% of its GDP it must be reduced by a certain
percentage every year;
 Balanced budget requirement – means all member states party to the treaty must make sure their budgets are
balanced or in surplus;
 Automatic Correction Mechanism – Still under design, this mechanism will correct any deviation from the
limits put in place by the treaty.
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First-Past-The-Post
Members of Parliament in the House of Commons are elected using the first-past-theTechnical Terms
post electoral system. Each of the 650 voting constituencies in the UK are represented by
an MP. During the general and most local elections, the candidate with most of the votes
 Eurozone: The EU member states that have adopted the Euro as their currency. There are currently 17 members.
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they register online, or they can vote by post.
 http://www.eurozone.europa.eu/media/639235/st00tscg26_en12.pdf
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