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The costs of Eastern enlargement of the EU ar e exagger ated

The EU has decided in favour of Eastern enlargement, with negotiations for entry dated to start as
early as 1998. The first new memberships, however, will probably not occur before the year 2002
(see gppendix 1).

Although relatively poor countries will then be joining the European Union, some with consder
ably large populations and territory, Eastern enlargement is affordable (see gppendix 2).

Scenarios for financing Eastern enlargement inevitably rely on awide range of hypotheses

fraught with consderable uncertainty. There are, however, anumber of considerations that point

ether to areduction in the potentia claims upon the EU budget or to a broader scope for financing

enlargement:

1. Enlargement isto take place in sages. Poland, the Czech Republic, Hungary and Soveniaareinitidly
the mogt likely candidates.

2. The capacity of Centrd Eastern European countries (CEEC) to absorb EU financid transfers is
limited. As such, the agriculturd and structurd palicies of the EU, under current rules, could not be
fuly implemented in these countries. Trangtion agreements and step-by-step integration into
Community structures are thus dso in the interests of the CEEC (see gppendix 3).

3. Even modest economic growth will lead to a volume of structurd funds in the years 2000 to 2006
consderably larger than that of today (see appendix 4).

4. Because the objectives of current structurd policy will have been achieved in numerous regions of the
present-day EU, additiona resources will be freed for use in the new regions (see gppendix 4).

5. Reformsin EU gructurd policy and in the particularly cost-intensive agriculturd policy are necessary
anyway, and they are certain to produce further financia leeway. They will aso reduce the cost of
these policies when gpplied to the new member states (see appendix 3).

6. Funds from the EU budget will partly replace funds which currently come from nationd EU member
budgets for Eastern Europe (see appendix 5).

7. Refusing new members would also entail cogts for the EU (see gppendix 5).

The debate about Eastern enlargement of the EU has been accompanied by widely diverging estimates of
the actual codts involved. Sceptics prefer to cite maximum figures, while proponents adopt minimum
estimates (see gppendix 2). However, the magnitude of these costs depends largely on which States
become new members, on the timing of their accesson to the Union, on the nature of the trangtion and
accession agreements, and on the development of the economies of the Centrd East European countries
(CEEC).
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All scenarios for financing Eastern enlargement indicate that the overdl economic and adminidtrative

absorption capacity of CEEC for financid trandfers from the EU is limited (see gppendix 3). The sgnifi-
cance of this condraint is often overlooked:

*

The gross domestic product (GDP) of the so-caled Visegrad-4 (Poland, Slovakia, the Czech
Republic, Hungary) is about 145 billion ECU, while the GDP of dl 10 possble membership countries
is aout 200 billion ECU. [If we assume that they cannot absorb transfer payments of more than 5%
of their GDP without serious financid problems and imbaances (see gppendix 3), then the maximum
absor bable transfer would be around 7 billion ECU (or 10 billion ECU for dl ten countries).

If it is further assumed that structura funds make up about 75% of the transfers, then the EU's requi-
rement for mandatory co-financing by the recipient states would entail afurther congtraint. Presuming
atotd transfer of 7 hillion ECU for the Visegrad-4, structura funds would be about 5 billion ECU.
For tese countries, this would correspond to 3 to 4% of GDP. With a share of government
expenditure in nationd income of about 30%, this corresponds to around 12% of their nationa
budgets. Since the recipient countries are expected to co-finance 50% of the structura funds
alocated to them, this would mean that a further 12% of the respective national budgets would be
pre-structured and tied up by these EU-supported programs.

Conddering that the greatest part of government expenditure is pre-set (costs of administration,
entitlements, servicing of the nationd debt, etc.), practicaly the entire discretionary budget (especialy
investment) would be transformed from an instrument of national economic policy to one at least co-
determined by Brussds. This would hardly be acceptable to the recipient countries! Should current
co-financing requirements be drictly gpplied, the condraints of the new members nationd budgets
would limit structura transfers to around 2 billion ECU. This would probably aso correspond to the
adminidrative capacity for absorption of these recipient countries.

The totd EU cogt of an initid enlargement to the Visegrad-4 would be about 5 billion ECU. Other

forms of ad (PHARE, hilatera collaboration), amounting to about one billion ECU per annum, would
discontinue upon membership and should be subtracted from this 5 billion sum. Overdl, then, the tota
required for the Visegrad-4 per annum would be about 4 billion ECU. Thisis quite manageable.

Using the same procedure, an additiond 2 billion ECU per annum would be needed for the other six

candidates for membership. Evenif dl ten countries became EU members a the same time, the totd figure
would be well within the redm of the possble.

1

The former Polish finance minister, Mr Lewandowski, for example, referred to an upper limit of 1% of GDP as the
Polish co-financing contribution when addressing the European parliament (Euro East, May 1966, page 4).



APPENDIX 1. COMMUNITY POSITION ON EASTERN ENLARGEMENT

The EU first acknowledged the possibility of CEEC accession in the preambles of the association agree-
ments. At the Council summits of 1993 in Copenhagen and 1994 in Essen, the EU agreed on the criteria for
entry and on a pre-accession strategy. Since then, al associated countries have submitted membership appli-
cations.2

At the European Council summit in Madrid on 16 December1995, the heads of government of the EU
asked the Commission to expedite completion of its opinions on the submitted membership applications so
that they could be forwarded to the Council as soon as possble after the concluson of the
Intergovernmenta Conference (IGC). The Commission was dso requested to initiate the preparation of a
comprehensive document on enlargement to ensure that al countries seeking entry would be treated on an
equa basis. In the case of previous accessons, the Commission only issued opinions in respect to specific
individuad applications. Now the Commission is being requested to submit a report covering multiple
memberships, which corresponds to the political necessity to treat applicants equdly in both form and
procedure. Only in this way can a subsequent substantive differentiation of the gpplicants be politicaly
judtified.

Negotiations concerning the accesson of Mdta and of Cyprus into the Union, on the basis of
corresponding Commission proposas, are due to start sx months after conclusion of the ongoing IGC. In
regard to the CEEC, the Council will take into account both the results of the conference and the opinions
and reports from the Commission and will, "at the earliest opportunity”, make the necessary decisions for
launching the accesson negotiations with the CEEC. The European Council "hopes' that the prdiminary
stage3 of the negoatiations with the CEEC will coincide with the start of negotiations with Cyprus and
Malta

The Madrid European Council summit aso requested the Commission to underteke a detalled andysis
of the European Union's system of finance so that a report could be presented directly following the
concluson of the intergovernmenta conference. This report was to address the financid framework of the
Union after 31 December 1999, and, in doing so, to take the prospect of enlargement into account. The
manner in which these two issues are connected illugtrates the extent of politica sengtivity regarding the
financid repercussions of Eagtern enlargement.

The Madrid European Council dso caled upon the Commission to expand its andlyss of the other
effects of enlargement upon Community policies, with particular regard to the agriculturd and the structurd
policies. The European Council will continue the review of these questions at its forthcoming meetings on
the basis of the Commission reports. This request to the Commission draws attention to the centra
problem of Eastern enlargement, namely how codt-intensve community policies can be extended to the
CEEC.

The European Council in Madrid determined that the purpose of enlargement must be "to strengthen
the process of European integration, while preserving the acquis communautaire, which includes
common policies” This wording complies with the interests of those member Sates that currently recelve
payments from the Community budget on the basis of the agricultura and structurd policies - who want
their continuation to be guaranteed. Depending on the interests involved, member countries do interpret
this wording either as a guarantee of continued financid transfers (in absolute or relative vaues) or merdy

2 Hungary - 1 Jan. 1994; Poland - 8 April 1994; Romania - 22 June 1995; Slovakia - 28 June 1995; Latvia - 13 October
1995; Estonia - 28 November 1995; Lithuania - 11 December 1995; Bulgaria - 16 December 1995; Czech Republic -23
January 1995; Slovenia- June 1996.

3 Thewording "at the earliest opportunity” and "hopes that" illustrate that not even a clear ruling was possible with
regard to the starting date for negotiations, unlike the case of Malta and Cyprus. The fact that only the co-
ordination of the "preliminary stage" isreferred to hereisaclear indication that everything elseisstill unclear.



as an inditutional guarantee for certain overarching policies without a commitment to the details of their
implementation.

The wording "to strengthen the process of European integration” reflects the attitude of a mgority of
member dates that enlargement cannot come without a degpening of the Community, particularly through
inditutiond reforms.

The Madrid European Council dso underlined the need to carefully prepare for the task of enlar-
gement on the basis of the criteria lad down in 1993 in Copenhagen and the pre-accession strategy
defined in 1994 in Essen.  This Essen dtrategy should "be intensgified in order to create the conditions for
gradud, harmonious integration” of these countries. Intengfication should follow, in particular, through the
development of market economies, the adjustment of administrative structures and the cregtion of stable
economic and monetary conditions.  The wording "gradud, harmonious’ leaves open the question of
whether membership should be achieved rapidly, yet with trandtiond periods, or whether initidly there
should be a more prolonged introductory phase, possbly involving a staggered integration of particular
policy areas into the European Community framework.

The political pogitions taken by the European Council, particularly the excessvely vague ruling on the
darting date for negotiations with the CEEC, stem from the specific (and partidly conflicting) interests of
member states. These are especidly pronounced regarding the Union's cost-intensive agricultural and
sructurd policies.



APPENDIX 2. THE CEEC AND THE COSTS OF INTEGRATING THEM INTOTHE EU

The ten CEEC have atotd land area of 1.1 million square kilometres and a population of 106 million. This
corresponds to 33% of the territory of the EU and 29% of its population. On average, more than 25% of
the working population (i.e. a totd of 9.5 million people) are employed in agriculture (EU: 6% or 8.2
million). Agriculture accounts for 8% of the CEEC's GDP (EU: 2.5%). The combined GDP of the CEEC
amounts to gpproximatey 3% of the GDP of the present EU. Even if the CEEC were to achieve far
higher growth rates than the EU in the coming years, this would not ater greeily the reative sze of ther
GDP as compared to that of the EU.

At present, the Visegrad and Bdtic States achieve, on average, about 11% of the EU per capita
income. Based on purchasing power parity vaues, this rdates to about 33%. On this basis, Soveniaand
the Czech Republic, a just 50%, are dmost a the level of Greece. The per capita income figures of
Bulgaria and Romania are gpproximately 25% of the EU-levd.

With atotal volume of 81.3 hillion ECU (= 152 hillion DM) in 1996, the Union's budget is 1.25% of
the Union's total GDP and 2.4% of the nationd budgets of member states. 41 billion ECU (50%) of the
EU budget accrues to the common agricultura policy, and 26 billion ECU (31.5%) to structurd policy.

Eastern European countries have received EU aid since 1990, with the PHARE program providing 5.6
billion ECU to the CEEC from 1990 to 1994. Overdl, the support for the CEEC by the EU (excluding
bilatera programs of member states) during this period reached 11.3 billion ECU. Furthermore, the
European Investment Bark (EIB) in Luxembourg granted credits under preferentid conditions and with a
guarantee from the Community. Its volume was smilar to the non-repayable aid mentioned above.

An initid, though inadequate, figure for the possble financid repercussons of enlargement can be
cacuated by smple extrapolation of the present expenditure structure of the Community. If we assume
that the agricultural and gructurd policies will be continued in their present form, then the new member
states would be net recipients of Community funds over a prolonged period. Since about 85% of
Community expenditures are tied into these two policy aress, the financing requirements would rise due to
the disproportionately large agricultura sector and the low per capitaincomes of the new member States.

Some egtimates, depending on the underlying hypotheses, indicate sums of up to 80 hillion ECU per
annum. This would correspond to a doubling of the Community budget to about 2.5% of the EU's tota
GDP. This very large amount is obtained when Anderson's and Tyers estimate of the costs of an extenson
of agricultura policies is combined with Grabbe's and Hughes estimate of the structura fund (see the
following table).

However, estimates fluctuate considerably depending on the assumptions regarding anticipated growth
rates, exchange rates, prices and the development of agricultural production over the next few years.
Accordingly, the following table presents a number of - rather disparate - estimates.



Cod estimatesfor Eagtern enlargement (in billion ECU)

Land/Region Structural | Agricult. Total Net total2 Sour ce

funds? policy
Visegrad-4 37,6 Anderson/Tyers
Visegrad-4 26,0 17,0 430 Courcheneu.a.
Visegrad-4 45,0 6,6 51,6 SBG (NZ2)
Visegrad-4 72 24 9,6 78 Begg
Visegrad-4 10,8 Badwin
10CEEC 26,7 Baldwin
10CEEC 22 Grabbe/Hughes
10 CEEC 9-12 Fischler, EU-Kommission
EU-15 (1996) 27,6 395 68,1
Total EU-Budget 81,0

1 Including Cohesion Fund
2 After subtraction of new members' EU contributions

If the present rules for the disbursement of regiond ad are retained, then a number of aid-recaiving regions
in the present EU would stop recelving these resources after Eastern enlargement. The reason is that their
per capita incomes, after incorporation of the poorer new members, would be above the ad threshold of
75% of EU average income. Consequently, the present aid-receiving countries have aready made it clear
that they will only consent to Eastern enlargement if it does not result in aredistribution of aid resourcesto
their detriment. At the same time, it is likely that a number of regions will cross this threshold over the
coming years anyway because of their successful development efforts. Thus there will be less need for
gructural funds in the present member states (see aso gppendix 4). Nonethedess, an expansion of
dructurd fundswill be inevitable in the course of Eastern enlargement.

Scenarios for the financing of EU enlargement to the East depend on anumber of hypothesesthat are
subject to congderable uncertainty. There is uncertainty regarding the future of the Central and East Euro-
pean countries themsdves, and there is uncertainty regarding the development of expenditure-intensve
Community trandfer policies. It is aso clear that the outcome of long years of accession negatiations (the
negotiations with Spain and Portugd lasted eight years) cannot be precisaly predicted. At present, it is
important to continue the process of association between the EU and the CEEC and to begin the negotia-
tions on accesson as soon as possible.
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APPENDIX 3:  REFORM OF THE AGRICULTURAL AND STRUCTURAL POLICIESAND THE
CAPACITY OF ABSORPTION OF THE CEEC

Even without Eastern enlargement, reforms in the two most expenditure-intensive policy areas of the EU -
agriculturd and structurd policy - are necessary and are indeed underway. High cogts, relative inefficiency
and undesrable Sde effects have necesstated reform. Undesrable sde effects are particularly
pronounced in regard to the impact of the Common Agricultura Policy (CAP) on the partner countries to
the EU, which have successfully pressed for reforms of the CAP a GATT/WTO negotiations.

a) Agriculturd Policy

One st of cost estimates for extending CAP to the accession countries is found in a Commission study on
"Alternative Strategies for Development of Relationshipsin the Context of Agriculture Between the EU and
Associated Countries with Regard to their Future Entry" prepared for the European Council in Madrid4

The Commission concluded that continuing present agriculturd policies while incorporating the ten
associated countriesinto the EU in the year 2000, without atrangtional phase, would cost about 12 billion
ECU per year.

However, this projection should be qudified: without further CAP reform, a marked imbaance will
emerge between supply and demand for agricultura products. Recognising this, the Commission study for
reform of the agriculturd policy describes in detall a number of dternatives. The study also assesses the
consequences of different options for the Community’s budget in terms of trends, but it does not quantify
them.

In terms of the present dructure of the agriculturd policy, expenditures will tend to be higher to the
extent that:

agriculture in the CEEC recovers quickly from the economic crises that arose after 1989;

productivity grows rapidly in the CEEC,;

agriculturd prices in the CEEC quickly adapt to (normaly higher) CAP pricing levels in the pogt-
enlargement phase.

On the other hand, the required expenditure will be smaler to the extent that:

CAP reformis continued and EU prices move closer to world market levels,

steps are taken in the context of the WTO to reduce production volumes,

direct income ad for farmers in the CEEC is st at lower levels than for farmers in the "old" EU
countries, which would be judtifiable on the basis of generdly lower levels of incomein the CEEC.

Nonetheless, current developments in the grain market (an increase in world market prices to above
EU leves causing the EU to levy export duties) and the problems of BSE underline that forecasts in the
context of agricultura policy are subject to congderable uncertainty.

At any rate, a successful integration of the CEEC's agriculturd sectors into the EU can only be
achieved if the EU members rigoroudy pursue the reforms in agriculturd policy (decoupling of market
policy and income support) initiated in 1992.

The discussion concerning Eastern enlargement is thus less one of finance than of the functionality of
agriculturd policy in the future. This shifts the focus to the GATT agreements, the development of rurd
areas and the integration of environmental conservation goalsinto agriculturd policy.

4 Commission document CSE (95) 607.



b) Structural policy

Regiond funds for reducing the gap between affluent and disadvantaged regions provide a counter-baance
to the single European market. Comparable systems of financid equdisation exist within the economic
aress of adl nation states.

In terms of the EU, differences among regions often are as marked as differences among member
countries.. The gross domestic product of the ten structurally weakest regions amounts to only 25% of the
average GDP of the ten most highly developed regions (in the USA, this vaue is only about 50%). In
terms of the levels of unemployment, the ratio is as high as one to eight.

Different levels of development aso exist in regard to the physicd infragtructure, the qudification of the
labour force, the importance given to research and development and the per capita expenditure for
information technologies. The latter, to mention only one example, was 47 ECU per capita in Greece,
while in Denmark it was 591 ECU per capita.

Structura policy is not only a maiter of socid baance. It dso has an important economic function: the
development of structurdly wesk regions produces new markets and contributes to the strengthening of
the European economy. At the same time, infrastructure investments financed from regional and cohesion
funds stabilise demand for the investment goods industry, while securing jobs in those member countries
which are "net payers' to the Community. Thus, for example, 46 ECU of every 100 ECU of structurd aid
for Portugd flow directly back to the other member states through their exports to Portugd.

With abudget of 170 billion ECU for 1994 to 1999, the structural funds and the cohesion funds make
an important contribution to the financia and socid cohesion of the Union.  According to information from
the member gates, during this period, these funds directly and indirectly support 2.4 million EU jobs. The
macro-economic importance of the dructurd funds, particulaly in the "coheson countries” is
consderable: they account for 0.5% growth per annum and 4- 11% of grossinvestments.

Following the expiration of the present program phase, reform of EU regiond policy will be necessary,
irrespective of future enlargement. Such reform will focus on geographical concentration and a stronger
emphasis on policy ams and means, as wdl as on greater efficiency, more budgetary discipline and
improved financid managemen.

The political perspective of Eastern enlargement is only credible for potentia new membersiif it results
inther participation in the entire array of Community policy instruments, including the structurd funds.

At the same time, Eastern enlargement is neither economically acceptable nor paliticdly tenable without
a politica guarantee for the continuation of the cohesion policy toward the needy regions of the present
Community of 15. The mere enlargement of the EU by the four Visegrad countries would reduce the
average EU income such that many regions in Spain and Itay (eg. Sicily and Sardinia), the whole of
Irdland and the Lisbon region would exceed the 75% income threshold and thus not quaify for support.

The hope raised in Germany that it would be possble to reduce German contributions to the EU, while
recaiving sill more money from the structurd funds is therefore pure wishful thinking. Eastern enlargement
cannot be achieved at zero codt. If additiona revenue for the EU camnot be generated, then expenditures
have to be examined criticaly - including those expenditures enjoyed by the richer Sates.

Longer trangtion periods are needed in order both to implement the reforms of the structura fundsin
the Europe of the 15 within a reasonable timeframe and to gradudly incorporate the new member
countries into the structurd policy of the Community.

c) Capacity for Absorption of the CEEC

Financid transfers greater than 10% of the GDP of recipient countries-which would occur should the rele-
vant guiddines be followed fully - would be counter-productive. Without the adoption of severe measures



of adminidrative and political control, financid transfers on such a scae would inevitably bring about the
classc trandfer problem: the countries making the transfers would experience a demand-side acceleration
of growth, while the economies of the recipient countries would be driven into recesson by the plentiful
supply of foreign goods on favourable terms® The aid administered through the highly interventionist
Marshdl Plan after the World War 1l amounted for only 2.5% of the GDP of the recipient countries
(CollingRodrick, Milward).

Applying current transfer guiddines (which leave Greece with transfers amounting to 3.5% of GDP),
the prospective members of the EU in Eastern Europe would receive transfers amounting to 10-20% of
GDP. Such sums would not only exceed their administrative capacities but aso the budgets and absorptive
capacities of these countries because of the co-financing rules. A gep-by-gep integration into Community
sructuresisthus aso in the interests of Centrd Eastern European states (see appendix 4).
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APPENDIX 4: STRUCTURE AND COHESION FUNDS FOR THE YEARS 2000-2006

In 1999, 0.46% of the GDP of the Community will be dlotted for the sructurd and coheson funds. If itis
assumed that this percentage is also achieved for the program phase of 2000-2006, then about 260 billion
ECU would be avalable for this period. This would amount to 37 hillion ECU per annum. During the
period 1994-1999, 170 hillion ECU, i.e. 28 hillion ECU per year, will be spent. Therefore, 70 billion
ECU, corresponding to about 32% more funds per year, would be available. At the same time, the upper
limit of 1.27% of GDP for proprigtary funds of the EU would till be preserved until the year 2006.6

If funds of such magnitude are used efficiently, it should be possible to bring about active solidarity
between the present as well as the future members of the Community.

Of the 260 billion ECU for the period of 2000-2006, for example, it would be possible to spend 200
hillion for the present members and 60 hillion for new members. The CEEC would thus benefit by about
8.6 hillion ECU per year - aremarkable increase compared to the 1 billion ECU spent annudly through
the PHARE program. This would stimulate growth in the recipient countries while increasing exports from
other parts of the EU.

With gpproximately 200 billion ECU, the Community would dso have adequate means to support the
poorer regions of the present member countries.  Solidarity with regions whose GDP per capita is il
below 75% of the EU average of the 15 could still be maintained to the full extent.

This will be al the easier inasmuch as it can be assumed that many of the present top-priority regions
will no longer be below the 75 percent average in the future. Thiswill not just be because the Community
average would be forced down by enlargement, but also because - as Monika Wulf-Mathies stressed in
the German parliament - the gods of Structural policy are being achieved.

6 Thisinformation is based on the statements made by Monika Wulf-Mathies in the Committee for European Union
Affairsin the German on 19 June 1996.
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APPENDIX 5. THE COSTS OF NOT ENLARGING THE EUROPEAN UNION

The issue of financing Eastern enlargement raises fundamenta questions about the overdl thrust of dl the
Union's future policies, and in particular, how they should be paid for. Indeed, whet isredly at issue is the
willingness of the Union's member states and citizens to support European integration and European
policies with the requidite financid commitmernt.

Subsgtantive discussion of these questions requires a critical analyss of the EU's spectrum of tasks and
the EU's success in achieving those tasks. In this context, it should be reaffirmed that certain policy tasks
are best carried out at the European leve. In adopting these tasks, the principle must be observed that the
Community be granted the requisite resources for the policies it is assgned to pursue. Financing priorities
must be derived from politica priorities, not the other way around.

When contributions to the Union and payments from the Union are compared, not only the financid but
aso the palitica and socia advantages and disadvantages of economic integration must be considered.

A purely budgetary approach would be mistaken snce some member states, such as Germany, would
benefit in awide variety of ways from Eastern enlargement. Germany has security interests in the area and
it derives economic advantages from its geographic (and culturd) proximity. One hdf of EU trade with
Centra and Eastern Europe is with Germany.

The Madrid European Council stated that Eastern enlargement, by "ensuring stability and security for
the continent,” offers new prospects for economic growth and general prosperity - not only for the
countries wishing to join but adso for current members of the Union. Consensus exids that Eastern
enlargement offers al member states both economic and non-economic advantages.

The discussion of costs and benefits of Eastern enlargement aso suffers from the fact that the costs of
ether delaying or rgecting enlargement are difficult to gauge. Even the cost of enlargement is most often
discussed in terms of absolute figures and not in rdative terms when compared with other EU budget items
or the overdl budgetary burdens of the EU member states.

We should therefore recal what kind of funds are dready flowing from Community and member Sate
budgets to the ten CEEC. From 1990 to the end of 1994, transfers amounted to a tota of 33.8 hillion
ECU, i.e. 11.3 hillion ECU from the Community budget and 225 million ECU from member dates
budgets. Additiondly, loans of about 19 hillion ECU were granted by internationd public financid
indtitutions (EIB, EBRD, World Bank). Overal, Eastern Europe obtained 74.7 billion ECU from the G
24 during this period.”

When some or dl of the CEEC enter the Union, transfers from the Community budget would replace
many direct and indirect transfers from member states budgets. These transfers can currently be vaued at
7-10 billion ECU per annum.

Nor should one exclude more hypotheticd opportunity cogts the former Yugodavia brutaly
demonstrates what kind of financid burdens can arise when politica ingtability gets out of control - not to
mention the resulting politicd confuson and the unspeskable humaen suffering.  The cods for
accommodating and supporting refugees must be added to the codts of the internationd peace-keeping
force and the ongoing aid programs in the former Y ugodavia

Findly, recdl that the end of the Cold War has dso led to savings. While the defence expenditures of

EU member countries in the 1970s and 1980s was on average 35% of GDP (3.2% in Germany), this
went down to 2.5% of GDP (Germany 2%) in the 1990s.8 This corresponds to savings of more than 1%

7 Towards greater economic integration. The European Union's financial assistance and trade policy for Central and
Eastern Europe and the New Independent States. European Commission, 1995.
Figures from 1995 NATO Handbook, Appendix, Table 3.
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of GDP!' By comparison, the Union's budget comprises only 1.25% of the GDP and 2.4% of al public
expenditure of the Union.



