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" Hungary in the EU enlargement in comparative perspective’

Laszlo Csaba

Hitting a Moving Target: Economic challenges for

1. An EU torn between Gothenburg and Dublin

One of the most challenging features of accession to the European Union
has been triggered by the continuous deepening of integration, reflected in
the ever-growing body of acquis communautaire. Following the entry into
force of the Amsterdam Treaty on 1 May, 1999 this has been compounded
by the fact that many such accomplishments of Community policies, that
still remained contested among several incumbent member states, have
become non-negotiable parts for the acceding countries. In short, candi-
date countries are expected to defiver more, not only more than southern
European members, but also more than several of the current incumbents.

For instance Britain has obtained a negotiated forma! opt-out from the
“sharp edges of Europe” {Grabbe, 2000) that constitute a serious problem
for many of the applicant countries, short of a big bang enlargement {that
seems practically unlikely as unaffordable from the point of view of
approved EU financial guidelines). Likewise the Danish referendum of Sep-
ternber 2000 has "secured” that the Danish opt-out from the single curren-
¢y is going to be a lasting phenomenon, definitely longer lasting than poli-
cy-makers have ever conceived. And last but not at all least, the Irish ref-
erendum of June 2001 has indicated the severity of the demacratic deficit
within the EU, when concerns about the compatibility of traditional and
deep-rooted neutrality of the green island with the Commen Foreign and
Security Policy (CFSP) of the EU as formalised by the Nice Treaty have
lead to the rejection of the iatter.

It is hard to overlook. that candidate countries are not in a comparable
position, whatever no matter what the merits or demerits of CFSP, the third
pillar co-operation or the single currency. These are all non-negotiable
under the Amsterdam Treaty, not least owing to the incorporation of the
Schengen acquis into the first pillar by the Treaty. Thus candidates are con-
fronted wilh a take if or leave it approach, even if such fundamentals of the
EU are concerned as one of the four freedoms (where the Goteborg Sum-
mit has institutionalised a de-facto derogation of the EU side) or equal treat-

1 This article is based on the presentation given to the international conference organised
by the XXI Century Institute, the Political Science Depariment of BUESPA and the Swaedish
Embassy entitled "EU Enlargement and the Swedish Presidency”, Budapes!, 26-27, June,
2001. Revised and updated as of February 2002.




i Hii £UVL UUES 0T earmark a penny
of direct income Support for farmers of those countries that may actually
accede as planned, i.e. between 2002 and 2008 {which, in formal terms, is
also a derogation on the EU side?).

Whereas political statements made after the Gothenburg Summit

ever we may think of the democratic qualities of such pressurising (espe-
cially vis-a-vis a small member-state) the legal fact remains that no single
EU ruling can enter in force without prior ratification by alf the 15 incumbent
member-states. Therefore applicant countries can by no means be certain

Treaty of Nice addresses issues of constitutional character. Whatever we
think of the bits and pieces of this compromise (¢f. in detail in Csaba, 2001)
the fact of the matter remains that it does re-tailor several procedures, instj-
tutions and modalities that are of immediate significance for various
aspects of decision-making, especially those related to the practicalities of
enlargement, and to the ways a Community of 20 or 27 may function. In
concrete legal terms, enlargement is though possible also without Nice
Treaty until 20 members. However the current policy debate (ever since the
Helsinki Council of December 1999) focuses precisely on the number of
candidate to be taken upen board, and ways and means of accommodat-
ing their diverse claims and concerns,

Thus until the repercussions of the Irish vote are not addressed, it is any-
thing but clear how many applicants can in theory be accepted, further that
under what terms this is likely to happen. Likewise the outcome of the ref-
erendum reflects also g deeper problem of selling EU enlargement to a
growingly sceptical and inward-looking electorate {The need..., 2000}. This
problem is only exacerbated jf - like in the case of the Nice Treaty - there
is no exhilarating subject or substance to be sold under a good PR cam-
paign,

Therefore despite the enormous and partly successful efforts of the
Swedish Presidency to promote enlargement much more than the preced-
ing French and the following Belgian counterparts®, progress towards acty-
al enlargement can be assessed as partial at best. As the editorial of the

2 This is reflacted in the Commission paper of January, 2002 calling it a ‘fair and squitable
deal' (in its internet edition}. More on this in (Csaba, 2002), .

3 Both are traditionally mare preoccupied with the internal structure of the EU, though fight-
ing on opposite sides of the conceptual front over the long term EU vision,
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s veneu \ciiaiging..., 2001) “Ireland may be
€ only country to subject the Nice Treaty to formal public approval in a ref-
um. Nonetheless, EU budgetary and policy reforms and the admis-
f new members will require ratification by all national parliaments”. In
reforms that pave the way for the affordability of eastward

with an European Super state (managing barely over 1 percent of EU
resources), or Spanish insistence on their “right” to get a fair share of other
taxpayers’ money, or traditionally inflated Austrian fears of mass migration
may be cases in point.

if the EU has always been primarily an élite project, the Irish and Danish

All in all, following the Swedish presidency the political lure of the big-
bang approach, favouring the accession of all candidates except Bulgaria,
Romania and Turkey, has been increased. The debate in the Bundestag
foltowing immediately Gdteborg and calling for the unconditional inclusion
of Poland among the first round candidates (as reported in Handelsbiatt
23/24 June, 2001) and the optimistic statements on adhering to the road-
map, all reflect a one-dimensional purely diplomatic approach, looking

minor side conditions to be adjusted to the grand project. In reality, things
work the other way around - angd this is what the Irish and Danish referen-
da, as well as the substance of Nice on its lacking major efficiency improv-
ing reforms is all about. .

As long as the successful conclusion of the reform conference an the
comman agricultural policy, to be concerned 2003 is not secured, further-
more the reform of structural funds, also to be addressed in 2003 is over-
shadowed by the Spanish blackmailing of Germans in open pclicy debates,

funding of larger scale enlargement is not secured. Not only for the period
~of 2004-2006, but even less for the new finangial guidelines to be effective

for 2007-2013 but to be approved at the time of first potential enlargements,
i.e. 2005-2006. The sheer coincidence is unlikely to enhance the chances
of major breakthroughs. Thus the competition in and for EU membership




T TTovrees cvwwinsEnuiny our tundamental concerns voiced
above, we set aut from the premise of “ready or not, here they come” (Best,
2001) and see only the other side of the coin, i.e. how Hungary has pro-

gressed on the road to EU accession from the economic point of view. By -

the Gothenburg Council Hungary managed to conclude 22 chapters of
negotiations, including such vital ones as on labour, free movement of cap-
ital, services, financial sector, customs union and tax policy. This accom-
plishment, though may be contested on grounds of domestic party politics
(Inotai, 2001), has put undoubtedly Hungary, togsther with Cyprus, in the
forefront. Not only and not primarily for the large number of chapters con-
cluded, but because of the fundamentai importance and complexity of
those areas that have been agreed in a mutually acceptable fashion, it
seems that no other remaining chapter, not even the one on environment
is likely to be more demanding in terms of compromise and in terms of
financial and organisational effort. Thus it may be legitimate for us to adopt
a forward-looking stance.

Setting out from the premise that if any enlargement will materialise
under the current financial guideline {until 2007) Hungary will be among
those admitted, it may welt make sense to have a look at the country as a
prospective full member of the EU, rather than one of the 27 transition
economies. Under this perspective requirements and policies of the EU are
taken as given or as they are most probable to evolve, and the question is
how far is Hungary likely to be from those standards by the time of acces-
sion (including the 18 plus months that are needed for ratification of the
accession agreement).

Nominal and real convergence

In terms of real convergence it is worth mentioning that Hungary has been
among the fastest growing economies in the globe, showing remarkable
resistance to the East Asian, Russian and Brazilian financial crises and the
external shocks created by these. GDP started to grow in 1993, accelerat-
ing to 4.6 percent in 1997, 4.9 percentin 1998, 4.2 percent in 1999, 5.2 per-
cent in 2000 and 3.8 percent in 2001 with an estimated 3.2-3.5 percent in
2002. This growth has been all the more remarkable, since it has nat been
accompanied by the deterjoration of the current account, a problem
encountered in the same period by Poland, Estonia, Malta and the Czech
Republic, as well as by the country itself in its earlier growth periods, includ-
ing the phase of 1993-94. By contrast the current account position was a
deficit or 1.7 bn USD in 1996, 982 mn USD in 1997, 2.3 bn USD in 1998,
2.1bn USD in 1999, 1.4 bn USD in 2000) despite the skyrocketing of oil
process) with a deficit of 1.2 mn low in 2001 Debt service ratio, i.e. the

4 Revised figures based on NBH data as reported in: Magyar Hislap, 19 Feb, 2002,
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STk ML 4II0 NG 1L aropped to 18 .4 percent by 2000 and 14 perc;nt by

It would be hard to overlook, however, that if we measure economic per-
formance in the longer run, Hungary has regained its pre-crisis (1989) level
of GDP only by 1999 (as reported in: UN Economic Commission for
Europe: Economic Survey of Europe, 2001/1. statistical annex). In other
words, real convergence to the EU average has been going on only for the
last three years, which is less than impressive if we take the per capita gap
between Hungary and the EU-15, with Hungary being at some 52 percent
of the EU average in 2001 In other words, there is still a long way to go,
there is no reason to lean back in satisfaction,

There is even less room for cheering if one looks at nominal conver-
gence, i.e. the approximation of Hungarian macro financial indicators to
those of the EU average and EU reference levels. inflation has remained
sustainably high, with annual rates of 18.3 percent in 1997, 14.3 percent in
1998, 10.0 percent in 1999, 9.9 percent in 2000 and 9.3 percent in 2001
{against the planned rate of & percent). General government deficit has
rarely been under 4 percent according to Eurostat standards and even
growing to 5.2 percent according to the regular monthly published GK) Eco-
nomic Research® official data contain an element of creative accounting,
also acknowledged by some advisors of the PM.

This is bad news; since the Stability and Growth Pact of 1997 is part and
parcel of the acquis, though not legally incorporated in the text of the Ams-
terdam and Nice Treaties. However, as the public reprimand of Ireland and
the warnings to Germany, Maly and Britain, issued by Ecofin and the Euro-
pean Central Bank in 2001 indicate, this /s anything but a declaration of
pious intent. This is not the place to reiterate the economics behind the
Pact. However [t is evident, that it does call for balanced budgets or even
budgets in surplus® in “normai” times of high growth, so as to make way for
non inflationary borrowing for possible rainjer days. Seen from this angle, it
is hard to overlook that Hungarian fiscal policy has been aextremely lax ever
since 1997 in a row. Inflation has Stuck in at a 10 percent level since May,
1999 to September 2001. Reflecting this, interest rates are high. Nominai

is not precondition for accession, still at the time of membership the com-
mitment for financial improvement should be already credible, and not only
for diplomats, but also for tens of thousands of market players,

5 ¢f. Killgazdasag, vol.45.n0.6. [2001] p.48.
& By 2001 already 5 EU countries had a surplus in their fiscal balance (including Ireland),
despite the economic stowdown,
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o Lanudle COUNtnes v : , dvises utmost caution gn “berallsmg short term

o wMYbLd Uft-year fiscal adjustment programme in preparation for mem : i i
bership. These Pre-accession economic programmes (PEPs) should . ' i laim that such a-step may frigger volatility, invite

include not only general information and declaration of goodwill, but alsp . ive | may test the banking systemn Severely. It is hardiy
quantitative targets reflecting the changed priorities of éxpenditures ang - 7 cofin meeting in Malma in April, 2001 the Commis-
publicised so that electorates could scrutinise progress, i.e. attainment or - si i F analytical paper (as reported in: EU..., 2001) call-
missing of these objectives {Normann, 2001a).7 ; i ngers of opening up capital markets fully when say-
International experience with such “straightjackets prove the usefuiness us /nadequate for Subporting a sustaining process
of these, especially with countries lacking a history of fiscai responsibility gement may lead to overvaluation of currency,
and credibility, such as Israel and Portugal (cf. Gottliep 2000 and Braga de ficits and thus major corrective actions of mar-
Macedao, 2000). While a pre-election year is unlikely to be the idea] timing change rate, or creating volatility.
of adopting such an operation, the urgency of the situation makes such an €ast for credibility and thus an ability to comply with
option highly advisable immediately upon the swearing in of the new gov- addressed even if, for, mally speaking, an apprecia-
ernment in 2002, nt followed by a depreciation of 25 percent were stjl|

y the majority of the financial literature
Meanwhile, statements from the fiscal authorities do not reflect a similar

determination of instituting a fiscal correction. Not only fegular public state-

& continued conviction seeing fiscal corrections as unnecessary, The three
year financial guideline of the fiscal authority, submitted for consultations
with the Commission in the course of the structured dialogue, continyes to
lack any such items, aiming at g ‘respectable and Maastricht—conform" 2.5

_— ‘
& Gusztav Bager (2001), director general in the fiscal authority at the time, reporting on pre-
liminary estimates for the period until 2008 replicated these, and not indicated any major fis-
cal adjustment even for the 2005-8 period, which Supports our concern reflectsd in the main
body of the text,

7 itis hardly by chance that the Czech Republic, heading for a 9 percent deficit in 2001 was
severely criticised and that the Zeman government reacted alsg by restraining the autonomy
of the Czech Nationa) Bank, while rejecting the legitimacy of eriticiam {Prag...2001). The acty-
al number proved to be 11 percent of GDP. .
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T eM, UNEGLINCOME SUpports (DIS) cf. (Schrad-

rap ey wanGIL g er; 2000)..

he first part two major experiences could be observed in 2000-2001,
e side of the candidate countries, two thirds of the support applica-
IoNS: were related 1o ncreasing production and only one third on health,
’afe!y, consumer protection and overall non-farming rural development.
Meanwhile the EY envisaged just inverse proportions, with two thirds of
funds made available in the broader non-production-refated areas and only
one third for preductive purposes.

* Arelated problem has been the delays in sefting up the SAPARD instity-
tions in. alf couniries but also in Hungary. The crux of the matter was the

LIL UG LIS,

Empirical analyses (Losoncz, 2001) highlight the robustness of Hungari-
an export growth based on improved Competitiveness, thus a sustainable
current account position is likely. This, together with the wide band of fluc-
tuation, make speculation against the Forint unitkely, at ieast as one way
bets. Thus convergence to EMU js technically possible i fiscal adjustment
is implementead.

4, Adjustment to capping the CAP

poverty and the ensuing urbanisation crises, coupled with, and partly trig- _
gered by, the extreme volatility of prices for agricuitural prodyce. However

tleneck in managing community funds.

Ornie of the fundamenta| features of the emerging reform projects of the
EU for the longer run {Mann, 2001 a}is the emphasis on quality of life items,
environment, foog safety, animaj rights and further strengthening the ele-
ment of de-coupling of income support from meeting production targets.

It seems that the prospect of eastern enlargement has contributed to the
acceleration of reform endeavours and helped their overwheiming of sec-
toral interests acrogs the 1990s. On the other hand, farming lobbies of cen-
tral and eastern Europe continued to conceive the CAP as 5 basic funding

for delayed modernisation of their respective production bases. The production supports are likely to be further decreased by at Jeast 20 per-

cent in 2007-2013, despite the growing number of applicants. The foot and
mouth disease has had a beneficial effect jn upsetting the Quantitative tay-
gets agreed in Berjin, It triggered contingency measures and further calig
for ecological farming, instead of fostering Quantitative growth at any cost.

While especially the French byt also some other net beneficiaries caution
against too radical changes, these are not to be stopped any longer. The
EU has already launched a pilot project from this year, effective from 2002
that small holders will qualify for 5 lump sum up until 1075 eurolyear, mak-
ing the current bulky paperwork superfiuous (Mann, 2001b). This Support is

(0. Horvath, 2002), despite the ongoing de-coupling of domestic from world
prices. They tend to disregard environmenta| and animal welfare concerns
as falling outside of their competencies.® ‘

Deciding over the current financial guideline the Berlin Council of March,
1999 ended with g compromise solution, where sizeable funds were egr-
marked for assisting candidate countries’ preparation for membership,
while excluding potential new members from one of the major forms of rural

. .
9. For a detailed ovarview of the Hungarian position and its complexities cf, {Halmai, eq,

2000), 1G On the diminishing role of Preduction-related subsidies in EU ¢f, (Elekes, 2001 )
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ly correct but politically irrealistic, since direct income supports need to be
covered, basically from net contributors. The limits to the latter has clearl
been signalled by the May 2001 decision of Ecofin to reimburse the 7.5bf
euros overpaid by member states in 2000, due to higher growth and high-
er inflation. This happened at a time when money for the reconstruction of
the Balkans under the Stability Pact were missing just as much as funding
for the rapid reaction force, or the development of Eurcfighter.” Thus the 7
much reiterated idea of Franz Fischler of phasing newcomers in might

become the only realistic option, white DIS for incumbents start to be
phased out in 2004-6. This does mean unequal treatment for the transitary
period for farmers of newcomers, which will be overcome by setting the
appropriate guidelines for 2007-2013 (co-decided by the first new
entrants). )

FESTOIIMODUL HISULUIVUS LUNILUIS @l e IIKeTY [0 wnensiy. the S|mp|[Ty|ng ele-
ents discussed in terms of agriculture are unlikely to be adopted in this
“Modulation, i.e. targeting expenditures to multi-yearyear pro-
mmes, normally exceeding one electoral term, and further strengthen-
the co-funding elements are likely to prevail.” In other words, uniike in
‘Greece or Spain, the probability of seeing highways and ports under the
sign of “built from EU assistance” is unlikely to play a prominent role in the

~ future of Hungary.

This feature is compounded by some developments that do not derive
directly from regional policies in Hungary, but set the limits to what can and
cannot be attained. Besides the above mentioned limited administrative
capacities, municipalities are blended out as an outcome of their long-
standing political battle with the central government, Only five percent of
personal income tax remains for local level spending against 50 percent g
decade ago.
© The peculiarities of Hungarian history do not aflow for heeding the stan-
dard advice and enhance the role of local taxes, as tax awareness is low
and its correlations to local services are not frequently understood by the
electorate. Public-private partnerships are not developed, and the decision
to build the new highways from domestic resources {to support local SME)
further diminished the chances for these to ermerge.

In a further wound point, following the failure of the centre-left coalition,
the centre-right also fell short of introducing the system of regions to
replace traditional small counties. The ministry of interior decided to revert
the project and revive the traditional units of administration (Nepszava, 25
June, 2001) that are known to be unfit for administering EU money. It is all
“the more surprising as both Poland and Slovakia have recently managed
to restructure their respective administrations in order to make these com-
patible to EU requirements.

Looking from the angle of prospective changes in both the CAP and in
the structural funds, it looks particularly unfortunate to concentrate both cat
and mice, i.e. agriculture and regional development in a single department.
To a large extent the story is about creating non-agricultural, non-farm-
related sources of income for a population that is to be kept where it is. All
the more so as moving out of the cities has become a mass phencmenon
(Budapest alone having lost over 700 thousand inhabitants in the last
decade). Since farming departments are the traditional rallying points for
agricultural producers, other interests, such as regional, services, educa-
tional, environmental can only be poorly represented by such a depart-
ment. Experience over the 1990-2001 period in Hungary regretfully sup-
ports empirical evidence to this insight. Thus the recent idea to restructure
governmental departments is more than welcome.

Re-tailoring structural funds

Structural funds aim at accelerating regional development in the EU. There
are two basic ways of looking at their role. The traditional approach sees
them as governmental means to counteract tendencies of growing dispari-
ties. The market-oriented approach sees the single market as the major
achievement and gain for EU regional development and considers these
funds as additional lubricants for self-sustaining development.

The spending under this heading has been the fastest growing item in the
70s and 80s, growing from 5 percent of total community funds of 1975 to
40 percent by the current guideline. The novelty of the latter has been that
it stopped the previous quasi-automatic growth of the share of these funds
and tying these to GDP growth.

Itis important to bear in mind that despite the ongoing emotional debate
on the role of these funds, quantitative evidence shows their contribution to
overall welfare quite limited, adding up to 0.1 - 0.5 percent of additional
growth of income at the regional (not the national) level (Toth, 2001). Like-
wise it is impartant to know that all regional spending equals to 0.46 per-
cent of totai GDP of the EU, thus overall growth can by no means be gen-
erated by these. If growth is not conditional upon them, growth-promoting
policies should concentrate upon creating overalf favourable business cfi-
mate rather than maximising the net inflow of EU structural funds.

Anaiytical studies of the prospective regional policies of the EU (Ivan,
2001) highlight major changes in the ways these funds will be administered
by the time Hungary will have become a member. The state looses its role
of a gatekeeper in administering the funds, which can be mobilised only if
co-funding, both from public and private sources is being secured. As mis-
management of these funds did play a role in bringing down the Santer

12 This may make the January 2002 Commission proposition look hypocritic in its 'compen-
sating’ low farming subsidies for higher outtays earmarked in the structural funds, since the
latter may not become realistically available for candidates.

11 This project may collapse due to Germany's' unwillingness to fund its agreed share 3
(Shishkin, 2002}.
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Environment is rightly seen as one of the most substantial challenge for

enlargement. On the one hand, environmental legislation is the fastes}:

growing body of EU law. Only in 1989-91 more items were added to the
acquis than in the preceding decades. The fact that qualified majority vot-
ing, an anathema for most EU policies, has turned into reality, allows for
environmentai fore-fighters to push their agenda through EU fora (cf. Sbra-
gia, 2000).

Analyses of environmental policies in the EU testify to two major trends
redevant for our subject. First, frontrunners are able and willing to enforce

regulations that are costly, and normal domestic decision-making process- .

es would often not be ready to internalise such concerns, unless the point
of EU compatibility required that. Second, frontrunners like Sweden fear,
with a degree of justification, that following the enlargement a new majori-
ty of laggards, combining the southemn and eastern members, may emerge
that may lame or even revert progressive and forward looking initiatives.

For this reason EU incumbents often see as a test of seriousness for
applicants’ deliberations if and how these treat environmental concerns,
The more frequent is the reference to poverty, the deeper is the fear that
candidates do not really mean to comply, or have not truly internalised how
global a concern the environment is. For several countries with a relatively
low trade exposure, environmental consciousness is what may unite can-
didates and incumbents. And for the time being green parties are in the
governments of France and Germany, their priorities often echoed by con-
servative parties, as in Austria. Thus the political weight of this dimension
is truly hig. ‘

Given the delicate position of environmental taw in EU, the joint position
often has a fundamentalist flavour, not appreciating the economic limita-
tions of less developed countries. On the other hand, candidates have not
proved to be terribly convincing in presenting credible calculations of how
they envisage cleaning up the environment. It is all the more s0, if not only
major improvements are missing, but even the share of environmental out-
lays is diminishing, as in the biannual budget of Hungary. '

Itis beyond doubt that making way for private investors is the only con-
ceivable alternative for funding the costs of half a century of negligence in
Hungary and other postcommunist economies. Therefore further privatisa-
tion and even more reliance on foreign strategic investors may be the offen-
sive part of such a strategy that supposes the necessary concession in
terms of the inflated original transitory requests, a process already accel-
erated under the Swedish presidency. In fact, Hungary sustained only 4 of
over 30 requests for derogation, and the remaining difference is that of
sequencing (and funding) the measures, not their necessity.

In a way negotiations have praven to be much less rigid as could have

been feared. There is a growing understanding that environmental catch-
up is a gradual process, a large part of which is likely to be realised only
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d for further efforts. The truth is that the traditionally weak position of the

ironmental department within the government and the relative de-
mphasis of environmental issues in the items of the domestic palicy agen-
a, render this task a gargantuan one.

'Medium-term'outlook for EU enlargement

- In a sense the Swedes proved to be effective in promoting their three e-s.
Enlargement did gather momentum by the deliberations of Gothenburg, by
making the target date expiicit and enforcing the road map, although its rit-
ual description as a breakthrough was obviously an over-interpretation of
achievements. Employment situation did improve - the unemployment rate
of 8 percent by early 2002 - but this would be hard to ascribe directly to any
policies, rather than to strongly positive growth rates in the eurozone (1.3
percent for 2001) and to the creeping dereguiation of labour markets
across the union, This circumstance is underscared by the fact that the
Stockhelm Council of March 2001 ended with a compromise, with all par-
ties refraining their more ambitious aims of liberalisation (as of the energy
markets or transferability of social security claims, even in terms of freeing
the capital markets, as suggested by the Lamfalussy commission) - reflect-
ing the preoccupation with national agendas (Urkuti, 2001). Last but not
least the progress made in terms of the environmental chapler was more
attributable to the softening of negotiating stances of both sides in Brussels
rather than anything else.

What has been attributable, at least in part, to Swedish and Belgian
efforts is the pushing of reform and enlargement agenda. Observers of
Gothenburg have not failed to call attention to the fact that target dates
were approved against the wishes of the Germans and the French, a fairly
unconventional event. Similarly political pressure and the ramifications of
foot and mouth disease, coupled with domestic forces pushing environ-
mental farming have converted Germany from the conservative camp over
to the reformist camp in terms of agricultural poficies (Norman, 2001b). This
implied a go-ahead for reform projects of the Commission prior to the
review of the Berlin compromises, originally scheduled for the end of 2002,
This move may have a favourable impact on the ability of the EU to cope
with at least some new entrants in a less discriminatory fashion.

It would be hard to overlook the fundamental facts, i.e. that applicant
countries’ combined GDP amount only to 6 percent of that of the EU, their
combined share in EU trade is a mere 6.5 percent. Therefore most estj-
mates expect a maximurn of 0.1 percent of additional growth for EU incum-
bents and an additional 0.3 - 0.8 percent annual growth for acceding coun-
. tries (Hungary being in the upper part). Thus pure economic considerations

" may hardly dominate the enlargement, and sufficient political will, if it ever
emerges and is being formulated by the policymaking on hoth sides, is in a
position to bring about the first enlargements on schedule.

s
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