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1. Introduction

The European Union’s response to the fall of the Berlin Wall (1989) and
the collapse of the Soviet Union (1991) was quite alert. The Phare program (Po-
land Hungary: Assistance for Reconstruction of the Economy), offering financial
support to Central Europe and Eastern European countries, was set up as early
as in 1989. In addition, the European Union signed the first Europe Agreements
(with Poland and Hungary) in December 1991. These agreements offered trade
concessions and other benefits normally associated with full European Union
membership (Schoors and Gobbin, 2005). More Europe Agreements followed
suit. The European Union also concluded agreements with Bulgaria, the Czech
Republic, Romania and Slovakia (1993); Estonia, Latvia and Lithuania (1995);
and Slovenia (1996). Eventually, this process resulted at the Copenhagen Euro-
pean Council of December 2002 in an unprecedented enlargement of the Euro-
pean Union by proposing membership for ten applicant countries by May 1,
2004. The applications of Bulgaria and Romania were put on hold, but the Co-
penhagen Council clearly communicated the intention to welcome them as
members in 2007.

Table 1 shows the relative importance of the accession countries at the time
of their applications in the mid-1990s. Their combined population amounted to
28% of that of the EU-15. Their combined GDP amounted to only 4% of that of the
EU-15 at current prices or 9% at purchasing power standards. GDP per capita in
the applicant countries amounted to 13% at current prices or 32% at purchasing
power standards. Thus, the applicant countries are poor relative to the EU-15 and,
despite their sizeable population, their economic weight is very small.

Table 2 compares the 2004 enlargement with three previous enlarge-
ments:

1. The 1973 enlargement, when Denmark, Ireland, and the UK joined the
EU-6.

2. The enlargement in the 1980s (Greece in 1981 and Portugal and Spain
in 1986).

3. The 1995 enlargement, when Austria, Finland and Sweden joined the
EU-12.
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Table 1.

The 10 Applicant Countries in Central and Eastern Europe
as a Percentage of the EU, 1995

Popula- Total GDP GDP per Total GDP GDP per cap-
Area tion {current capita (cur- {purchasing ita (purchas-
prices) rent prices) power) ing power)
33 28 4 13 9 32

Source: European Commission, Agenda 2000 — Volume || — Communication: The effects
on the Union’s policies of enlargement to the applicant countries of Central and Eastern
Europe (Impact study), p. 68.

Table 2.
Impact of Successive Enlargements of the EU (Based on 1995 Data)
| Increase | Increase C_hange Average per
ncrease | . . in per ita GDP
in Area in P_opu- in Total capita capita
lation GDP GDP (EU-6 = 100)
EU-9/EU-6 31% 32% 29% —3% 97
EU-12/EU-9 48% 22% 15% —6% 91
EU-15/EU-12 43% 11% 8% —3% 89
EU-26/EU-15 34% 29% 9% -16% 75

Source: European Commission, Agenda 2000 — Volume || — Communication: The effects
on the Union’s policies of enlargement to the applicant countries of Central and Eastern
Europe (Impact study), p. 24.

Table 2 does not include Cyprus, but it does include Bulgaria and Roma-
nia. The exclusion of Cyprus hardly makes a difference compared to the ten ap-
plicant countries in Central and Eastern Europe (CEE-10) given Cyprus’ small
size. In terms of area the Eastern enlargement is similar in size to the first
enlargement in 1973, but smaller than the enlargements in the 1980s and in
1995. In terms of population the Eastern enlargement will be similar to the
enlargements in 1973 and the 1980s, but considerably larger than the enlarge-
ment of 1995. Total GDP increased somewhat less than the population both in
1973 and in 1995, but after the Southern enlargement of the 1980s the increase
of GDP was much smaller than the population increase. In fact, the result of
each enlargement has been a decrease of GDP per capita. Thus, the EU be-
came poorer by every enlargement and after the Eastern enlargement GDP per
capita in the EU will be as low as 75% of that of the original six members. The
2004 enlargement was unprecedented in terms of the number of accession
countries, their diversity and their welfare levels.



















286

Hoek
Romania
and the European Union Enlareement

Finally, | will pay attention to a non-economic dimension that nonetheless

affects the economic performance: the extent of corruption. Table 3 shows the
amount of perceived corruption over time in the EU member states and Bulgaria
and Romania. The scores range between 10 (highly clean) and 0 (highly corrupt)
and relate to perceptions of the degree of corruption as seen by business people
and risk analysts. Respondents expressed their perceptions in surveys assess-
ing a country’s performance. At least 3 surveys are required for a country to be
included. Therefore, Transparency International could only include 159 countries
— that is approximately three quarters of the more than 200 sovereign nations —
in its 2005 Corruption Perception Index (CPI). The 27 countries listed in Table 3
are ranked on the basis of their score in the CPI 2005, while their CPI 2005
ranking is included between parentheses.

Table 3.
Corruption Perception Index, 1995-2005
1995(199611997(1998(1999|2000]2001 [2002]2003|2004 [ 2005
1. Finland 91 [ 91 195|196 [98[10.0]9.9[9.7] 9.7 ] 97| 9.6
2. Denmark | 9.3 | 9.3 | 9.9 |10.0|10.0| 9.8 |1 9.5 9.5 | 95| 95| 9.5
3. Sweden 89 (9119419594194 ]190[93]93]92]|92
4. (1 Austria 71176 |76 | 7576|7778 |78] 80| 88| 87
5. 111 Netherlands | 8.7 | 8.7 | 9.0 1 9.0 |1 9.0 | 89| 88 | 9.0 | 89 | 8.7 | 8.6
6. |(1 UK 86 (84 |82 |87 ([86 |87 ]|83[87 |87 ]| 86| 8.6
7. 1(13)|Luxembourg| - — 86 87|88 |86 |87 [90]87]|84]|85
8. (1 Germany [ 81183 (8279|8076 |74 |73|77]82]8.2
9. (1 France 7070 |67 |67 |66 |67 |67|[63]|69]|71|75
10.1(1 Belgium 69 (68 |53|54([53|61|66|[71]|76]|75]|74
11.1(1 Ireland 86 (85 (83|82 (77|72 |75[69 |75 |75 |74
12.](2 Spain 44 14315961 |66|[70|70]|71 (6971170
13.](2 Malta — — — — — — — — — 6.8 | 6.6
14.] ( Portugal 56 (65|70 | 6567|6463 [63]|66]|63]|865
15.](2 Estonia — — — 57 | 57 |57 | 56|56 |55 )| 60| 64
16.](3 Slovenia — — — — 6.0 [ 55|52 ]|60([59]6.0] 6.1
17.1(3 Cyprus - - - — — — — — | 61| 54|57
18.((4 Hungary 41149525052 ([52]53|49|48 | 48| 5.0
19.((4 Italy 3434|5046 |47 |46 | 55|52 ]|53]| 48|48
20.|(4 Lithuania — — — — 3841|148 |48 |47 |46 | 5.0
21.1(47)|Czech Rep.| — 54152 |48 | 46 | 43 [ 39|37 |39 [42 ] 4.3
22.|(4 Greece 40 1505414914949 |42 |42 |43 | 43| 4.3
23.((47)| Slovak Rep.| — — — 39 (3735|3737 |37] 40| 43
24.|(5 Latvia — — — 27 134 |34 ]134]37|38]|40 ] 4.2
25.1(56 Bulgaria — — — 29 [ 33 (35139140 39|41 ] 4.0
26.|(7 Poland — 56 | 51|46 |42 | 41 |41 |40 ]| 36 [ 35| 34
27.1(8 Romania — — 3413033292826 ]28]29]|3.0

Source: Transparency International.
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Northwestern Europe is doing relatively well with scores of over 8.0. ltaly
and Greece were the most corrupt nations in the EU-15 and after the 2004
enlargement they still belong to the most corrupt EU member states. Only three
EU member countries (Slovakia, Latvia and Poland) are perceived more corrupt
than Greece. Obviously, Romania is at the bottom of the list with a score of 3.0
indicating that doing business in Romania is subject to additional risks resulting
from corruption causing additional uncertainties. Particularly worrying is that the
corruption is not diminishing over time, but is actually worse now than it was in
the late 1990s. The Copenhagen council decided in December 2002 that Bul-
garia and Romania had to wait for EU membership until 2007, while the acces-
sion year could be further postponed to 2008 if these countries had made to little
progress. Initially, the European Commission would publish its proposal on Ro-
mania’s (and Bulgaria’s) accession year in May 2006. However, in its May 2006
mo motoring report on Romania the Commission announced to postpone its
proposal to October 2006. The Commission leaves no doubt about whether the
accession date of January 1, 2007, can be maintained primarily depends on
Romania’s ability to demonstrate further results in the fight against corruption by
October 2006 (European Commission, 2006b).

The data presented here make clear that there were good economic rea-
sons for the postponement of Romania’s accession until 2007 (or 2008), al-
though these were not the only reasons. Romania did not achieve macro-
economic stability as fast as the other countries in the region, neither in terms of
prices nor in terms of economic growth. Its welfare level is lower and its progress
in establishing a market economy is slower compared to the countries that
joined the EU in 2004. In addition, it has realized little progress in the fight
against corruption.

3. Prospects

The Nice Treaty (February 2001) called for "a deeper and wider debate
about the future of the European Union". The Laeken European Council (De-
cember 2001) followed up by adopting a "Declaration on the future of the Euro-
pean Union" that explicitly referred to World Wars | and Il that weakened
Europe’s position in the world. This brought a growing realization that «“only
peace and concerted action could make the dream of a strong, unified Europe
come true»”. The declaration committed the EU to greater democracy, transpar-
ency and efficiency, and to preparing a constitution for European citizens. The
latter was done by the European Convention on the Future of Europe, which
presented a draft constitutional treaty to the European Council June 20, 2003.

On June 18, 2004, the European Council adopted unanimously the Treaty
establishing a Constitution for Europe beginning with the words «Reflecting the
will of the citizens...». The 25 member states signed it in Rome on October 29,
2004 after which the member states had to ratify it. Ten countries had already
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ratified it before the French voters rejected the constitution on May 29, 2005.
The Dutch voters also rejected it on June 1, 2005, but one day later the Latvian
parliament approved the constitution (on June 2, 2005). As of February 9, 2006,
14 member states had approved the Constitutional Treaty, two had rejected it
and 14 member countries had not yet decided (European Commission, 2006a).

From the legal perspective it is very difficult to proceed with the EU after
the «No» vote by two founding EU member states, but politically it is not possi-
ble to stop. Although it has proved very difficult for the European Council to
reach a compromise on the financial perspectives 2007-2013, this is nothing
new. Negotiations on the European budget have always been very difficult.
Thus, this cannot be considered a sign that the EU is unable to make decisions
about the future. Undoubtedly, it will continue to function even though the French
and Dutch voters rejected the draft constitutional treaty in May/June 2005.

When the constitution was signed, it was agreed that that if some mem-
bers would have problems with ratification, the European Council will decide
what to do next. Now there are ratification problems in France and the Nether-
lands it seems that there is a number of options including:

1. A re-run of referendums that resulted in a No (as proposed by EU-
president Juncker). However, this seems something of the past, not of the pre-
sent.

2. The countries that rejected the constitution leave the EU. The current
treaties do not provide for secession. The constitution does, but is dead.

3. Apply the constitution to those countries that accepted it: a EU of two
blocks. This requires adjustments of the constitutional treaty. Therefore, it should
be subject to a new ratification procedure.

4. Draft an abbreviated version (as the Finnish MP Kiljunen has proposed)
and hold a EU-wide referendum (proposed by the Austrian chancellor Schiissel).
But would that be approved?

5. Proceed on the basis of the Nice Treaty and political agreements: a di-
verse union rather than an ever-closer union.

In the long run, unity might still emerge. In the short run, however, the EU
will most likely evolve as it has been evolving over the past: multi-tiered as the
following three examples illustrate:

¢ Not all EU countries participate in the Economic and Monetary Union
(EMU). The Denmark, Sweden and the UK have refused to join EMU
and still have their national currencies. Interestingly, the new member
states that joined the EU in 2004 do not have a choice. As soon as
they meet the EMU criteria they must join EMU.

¢ Some EU countries have opted out from certain policy areas. The UK,
for example, has opted out of the Social Charter, while Denmark, Ire-
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land, and the UK have opted out of provisions related to asylum, im-
migration, and visas.

e The Schengen treaty shows that cooperation between a majority of
EU member states with outsiders (lceland, Norway and — after the
Swiss voters’ approval in June and September 2005 — Switzerland).

The most important consequence for the future seems that further

enlargement of the EU will be much more difficult to realize than in the past. This
does not apply to Bulgaria and Romania as the accession treaties were already
signed in April 2005. As a result, these countries will join the EU in 2007 or
2008. It does apply, however, to Croatia and Turkey with whom the EU opened
accession negotiations in October 2005. In addition, it applies to the Former
Yugoslav Republic of Macedonia with whom accession negotiations started
have not yet begun.
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