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1. Introduction

With the ructions surrounding the passage of the Maastricht Treaty1 receding into
memory and the day of reckoning for Economic and Monetary Union likely no earlier than
1999, observers of the European Union (EU) are turning their attention to the coming battles
over institutional reform in the Intergovernmental Conference (IGC) set for 1996. High on
the agenda of the IGC will be the institutional modifications necessary to fashion a viable
Union enlarged beyond the present fifteen members. A Community built for six—and only
modestly adjusted over the years—now entertains membership bids from its eastern European
and Mediterranean neighbors and the likelihood of additional applicants from further afield.

Many studies over the years have addressed the “widening” of the European
Community,2 an issue of integration nearly as perennial as the concern with “deepening.”
But these works usually focus on an individual episode of enlargement and deal with the issue
from the perspective of the applicant country; that is, they tend to address the question of
why a government decides to apply for membership. This paper takes that decision as given3
and addresses instead the more difficult question of why the member state governments of the
Community would open their club to new members. Any expansion of membership leads to
a redistribution of the costs and benefits of membership among and within the existing
member states. Governments—each of which holds a potential veto—must therefore decide

1Officially, the Treaty on European Union

2Since much of the discussion 1n this paper traverses the period involving the EEC, EC and EU, I will
use “Community” to denote all three 1n order to avoid awkward constructions The EC 1s of course no more,
but the institution remains more of a commumty than a union. In the balance of this paper, I will use EU only
when I am refernng explicitly to present or future events

3cis easy enough to understand the allure of the EU 1n the eyes of its applicants Open access to a
prosperous market of 370 million people provides numerous trade and investment opportumties Membershup
would ehminate current discrimmation aganst exports of agncultural goods and certain other “sensitive”
ndustries. A new member would become a more attractive site for foreign mnvestment. In a haghly
interdependent world, where small states in the immediate vicimty of a behemoth cannot avoid feeling the
effects of decisions and rules emanating from that center, membership offers at least the prospect of a marginal
mncrease 1n mfluence over events. A seat at the table 13 also likely to enhance the chances of redirecting the
distribution of resources toward ailing home 1ndustnies and regions. In short, despite the EU’s oft-noted
democratic deficit, the continuing economic travails of some of its poorer members and 1ts lack of any concrete
secunty capacity, the current and hkely future applicants see 1t as the closest thing in this uncertain world to a

guarantee of democracy, stability, prospenty and secunty.
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whether to accept, and under what conditions, the relatively concentrated, short-run and
certain costs that result from the trade, budgetary and institutional effects of enlargement in
return for generally more dispersed, longer-run and less tangible benefits.

For example, it is easier to identify the often concentrated and politically powerful
decliming industries in the existing member states that will be threatened by increased import
competition than it is to demonstrate the benefit to consumers or the enhanced and potentially
lucrative opportunities for those in export industries. Potential losing industries tend to lobby
harder than potential winners or unorganized consumers. Pressures for resource transfers
through the Community budget will be generated by the extent to which the applicant country
specializes in agricultural goods covered by the Common Agricultural Policy (CAP), diverges
from Community average per capita GDP, and suffers significant regional or sectoral
problems. The cost for net contributors or existing net recipients is identifiable, and
concentrated interests in declining industries and regions face potentially stiffer competition
for aid. In regard to potential institutional effects, member states face a tradeoff of efficiency
versus the political risk inherent in ceding autonomy. Some member state governments fear
the enlarged institution could be dimmshed in capabilities or decision-making efficiency if
expansions are unaccompanied by institutional reform. For others the danger is precisely the
opposite: that the problems created by greater diversity of membership and interests will
generate pressures for decision-making and competencies to migrate to Brussels, in addition
to potentially strengthening lobbies for the creation of new or enhanced, intrusive and
expensive Community programs. Finally, benefits that flow from the promotion of
democracy and stability in neighboring countries are certainly real, even if they are difficult
to quantify and highly dispersed, save for those politicians who successfully capture the issue.

The goal of this paper is to construct a framework to explain the decisions of member
state governments regarding enlargement. As such, the paper steps back from the various
attempts to enlarge the Community and presents a rough model of the factors on which
government preferences concerning the realization, timing and conditions of enlargement are
built. After some elaborations in the following section, it begins in Section 3 with a specific

factors or sectoral approach to the domestic political economy in order to assess the

preferences of significant socio-economic groups regarding a potential enlargement. This

2



section ends with a brief consideration of the how the organization of domestic poltical
institutions—and the relative degree of access or autonomy provided—affects the costs of
collective political action for sectoral interests, whether coalitions in favor of particular
policies form, and the degree of influence, if any, these have on government decision-
making. So far this is a standard political economy of trade model: group preferences
interact with domestic political institutions to produce particular outcomes. A potential
enlargement, however, also entails budgetary and institutional costs and benefits, potential
shifts of resources which can affect the policy-making process and formation of national
preference. Section 4 therefore presents some empirical material on the redistributive politics
of the Community budget and Section 5 describes some institutional changes that have
attended enlargement and produced the recent struggle over voting rules.

Future attempts to expand the EU will of course be unique, presenting new problems
and thus demanding new solutions. But some attention to the processes by which
enlargement has unfolded, or been blocked, in the past, based on the conditions demanded by
key member state governments and domestic interest groups, will help to make sense of a
politically charged issue that will remain high on the EU agenda well into the next century.

2. Elaboration of the Framework

The paper takes as given an exogenous “shock” or disturbance that arrives from the
mternational environment (Gourevitch 1978; 1986), namely, an application for Community
membership, and attempts to construct a framework for investigating the process by which a
member state government arrives at a decision concerning enlargement. The preferences of
prominent interest groups and political parties, their capacities for collective action and the
accessibility or relative autonomy of decision-making institutions constitute the basic elements
of the domestic policy-making process and are the variables which explain the formation of
national preference regarding enlargement. The potential winners and losers from the process
are relatively concentrated or dispersed, relatively organized or disorgamzed, relatively
privileged in the domestic political process or shut out. If domestic opposition to a proposed
enlargement is muted, if domestic interest groups are fairly evenly divided, or if government
mimstries or key decision-makers have a significant degree of institutional autonomy, the
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latter may reach decisions on enlargement based on interests that cannot be tied to those of
societal groups. These include geo-political concerns such as an interest in supporting a
fledgling democracy, balancing against the Soviets, and enhancing the international profile of
the Community.

These factors—the preferences of key domestic groups, the preferences of
governmental actors, and the domestic political institutions that mediate between the two—
determine a government’s decision concerning a proposed expansion of the Community.

They explain the variation in the national preference or response to the application. A
member state government can reject an application—as France under de Gaulle did
twice?—but this is an extreme response to those applicants that meet the formal criteria for
membership: European identity, democracy, respect for human rights. Short of rejection 1s
indefinite delay or avoidance of any definitive statement. On the positive side, a commitment
to work towards enlargement at a later date and even a rough timetable might be
forthcoming. For those applicants deemed ready to meet most of the obligations of the
acquis communautaire—the accumulated body of Community law and practice—the decision
might be conditional acceptance subject to the satisfactory negotiation of issue area
exceptions, safeguard clauses, transitional periods of various lengths, direct financial
compensation and compensation linked to other issues.

What a member state government demands at the accession bargaining table or links to
a later Community transfer of some kind, depends 1n large part on the capacities of the
government to provide domestic compensation for those societal groups that are politically
powerful and, because they anticipate significant losses from the changes to existing
arrangements, have intense preferences. If the government does not have the domestic
resources to compensate those groups, numerous conditions at the Community level will have
to be met to secure that government’s vote for enlargement. A proposed enlargement is, of
course, never the only isspe, nor is it often the most important issue, on the domestic agenda
of the existing member states. But since it entails a redistribution of the costs and benefits of
membership—creating winners and losers within each member state in the process—it tends

4See Table 1 for dates concerning applications, membership negotiations and accessions
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to become a salient 1ssue for the governments of hiberal democracies, which have to deal with
the ever-present concern of maintaining or rebuilding domestic coalitions capable of keeping
the government in power.

The framework in the following sections is presented in general terms that could be
applied to the decision-making process of each existing member state. The actual application
of the approach would, necessanily, focus only on the key member states, namely Germany,
France and the UK. This follows from the assumption that enlargement proceeds under
certain conditions or stalls largely according to how an application for membership plays in
the domestic political economies of these three. If an application reaches the stage of
accession negotiations, the terms of any accord should diverge from the acquis in ways that
are consistent with their domestically derived interests. In other words, if one wants to
explain enlargement of the Community, the preferences of the big three—and the
accommodations they reach—should explain the greatest part of the variation in the

realization, timing and conditions of enlargement.

3. A Sectoral Approach and the Trade Effects of Enlargement

This section begins with a discussion of some theories from international political
economy that help to direct an investigation of the winners and the losers from the trade
effects of enlargement. The task is to determine how socio-economic groups define their
interests in regard to a proposed enlargement. At the end of the section, the role of domestic
political institutions is considered briefly to suggest the conditions under which these groups
are able to defend or advance their interests politically.

The first 1ssue is dealing with the source of interests and the likely trade coalitions that
will form in response to an application for membership. Most of the literature on the politics
of trade policy begins with one of several assumptions about factor specificity—a measure of
the ease with which factors can move between different sectors of the economy or the
costliness with which factors move from their present use to an alternative one—because most
students of trade policy believe that the degree to which factors or assets are specific to a
particular economic activity 1s a main determinant of the composition and character of trade



policy coalitions (Alt et al).5

In the Stolper-Samuelson model,6 factor specificity is so low that factors are assumed
to move costlessly. This implies that the returns to a factor of production are equalized
throughout an economy. In other words, the fortunes of the owners of a particular
factor—Iland, labor or capital—rise or fall together regardless of the industry in which they
are employed. Countries tend to specialize in the production and export of those goods
which use intensively the factor 1n which the country is relatively well endowed and to import
goods that require intensive use of the factors that are scarce locally. Trade, therefore,
benefits the owners of the abundant factor, who enjoy the rise in the relative price of their
goods which is spurred by increased demand from abroad, and hurts the owners of the scarce
factors, who now experience a decline in relative prices because they face competition instead
of serving the home market alone. In regard to trade policy, then, the abundant factor
owners favor free trade and the scarce factor owners desire protection. The empirical
expectation is that trade policy coalitions will form along factor or class lines. Rogowski
(1989) is a prominent recent example of the use of Stolper-Samuelson assumptions.

In the Ricardo-Viner or specific factors model, on the other hand, factor specificity is
high enough so that at least some factors are stuck 1n their current use. If workers or
investment are not easily redeployed to other uses, their fortunes are tied to the industry in
which they are currently employed, rather than sharing any affinity with the broader factor
category of labor or capital. When factors are relatively immobile, trade policy coalitions
form according to whether the industry is primarily involved in import-competing or
exporting activity. Frieden (1991) uses the approach to address international finance and the
endogenous tariff literature uses specific factors assumptions (e.g., Magee, Brock and Young
1989).

The tendency in the literature is towards use of the specific factors model, but this
may have more to do with the time horizons of a particular study than the inherent superiority

SSee Alt et al, and Alt and Gilligan 1994, for detailed treatments of the models—the assumptions,
important nuances and the imphcations for the formation of trade pohcy coalitions. The first part of this section
and section 4 draw heavily from both

6And 1n the Heckscher-Ohlin model which Stolper-Samuelson extends
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of the model. A consensus of sorts seems to be emerging. that the models differ more in
degree than in kind. Economists have traditionally viewed the sector-specific model as a
short-run version of Stolper-Samuelson. In the long-run—and Rogowski was dealing with
historical trends—most, if not all, factors can be redeployed. But in the short-run, few assets
can be costlessly transferred from a current to an alternative use (Alt er al: 10). In the
absence of any agreement on well defined measures of specificity that would suggest the
choice of model, it seems safe to use sector-specific assumptions for this project. The time
horizon is relatively short and, empirically, the costliness of shifting factors or assets from
current to alternative uses is readily apparent.

A potential complication is that the above models were developed to explain inter-
industry trade. But the vast majority of trade among industrial countries is now intra-
industry. Some estimates of this two-way trade in similar products put the figure at over |
seventy percent of total trade. Intra-industry models exchange the assumption of perfect
competition for one of increasing returns to scale (IRS). Intra-industry trade is explained by
economies of scale and product differentiation rather than differences in factor endowments or
inter-industry factor intensities. In this situation, factors or assets are likely more specific to
individual firms rather than to a broader industrial sector. The relevant point here is that
adjustments to intra-industry trade will take place within rather than across sectors. Since the
distributional consequences are less clear, it is more difficult to determine the interests of a
particular sector or industry. Milner (1988), for example, demonstrates that firms within the
same industry have different preferences regarding protection or more open trade depending
upon the degree to which they are integrated into the international economy. The more
multinational a firm is, the more it prefers free trade, which eliminates the costs of protection
on global intra-firm trade.

While IRS models predict that the distributional ambiguities might dampen conflicts
over trade policy, they “also show how both workers and owners can be threatened by a
‘tipping’ of regional advantage that moves a whole sector from one location to another
(Krugman 1991). If, indeed, economies of scale are increasing in importance, and if a
region’s or a country’s competitive advantage results more from accident, infrastructure, and
infant-industry policy than from endowments of general or specific factors, it is reasonable
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for sectors to lobby more, and to do so as sectors. Moreover, one might predict that the
sectors most characterized by IRS would be likeliest to mobilize as sectors in support of more
open trade” (Alt er al: 7).

In terms of this paper, some of the caveats concerning intra-industry trade—such as
the dampening effect whereby the position papers and lobbying efforts of industry federations
conceal a good deal of the underlying variation in preferences that exist within
sectors—apply, especially 1n regard to the first attempts at enlargement and the recent
episode, each of which entailed a significant amount of intra-industry trade between the
applicants and the key member states. Such considerations are less important but still
relevant for the two southern enlargements—and possible future enlargements—where more
of the trade was inter-industry. In any case, as indicated above, much of the expected
political activity continues to organize along sectoral lines.

In regard to enlargement, sectoral interests are determined by the shifts in the patterns
of trade that accompany any change in the membership of the Customs Union or CAP. The
elimination of barriers to trade, and implementation of the Common External Tanff (CET)
and the Community regime in agriculture have long constituted the core policies of
membership, forming the basis of the common market. In the 1960s tariff and quota barriers
to trade among member states in manufactured and most other industrial goods were
eliminated and the CET established Community preference. The CAP, implemented during
the same period, consists of support prices for most agricultural goods common to the
Community, levies on the import of goods from outside the Community, various measures
that attempt to regulate supply, and export subsidies for any surpluses generated.

The creation of 2 common market with external barriers to trade implies, of course,
both trade creation and trade diversion depending upon the initial national levels of protection
and the corresponding common tariffs and levies. Any changes thereafter, in the level or
coverage of the common external barriers or in the geographic scope of the arrangemet‘lt, also
have trade creating and trade diverting effects. In the terms of the literature on customs
unions, trade is created when the enlargement of the Community and the elimination of
Community barriers to trade with new members leads to the replacement of a high-cost

source of production—in the old Community or in the new member states—with a lower cost
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source. Trade is diverted if a more efficient producer outside of the enlarged Community s
displaced by less efficient producers in the old Community or in the new member states that
now enjoy the benefit of Community preference.

In general then, export sectors in the existing member states have an interest in
enlargement since they are likely to enjoy greater opportunities in applicant markets after the
elimination of existing barriers and under the protection provided by the CET against third
countries. In other words, trade diversion is a potential benefit for them. On the other hand,
the interests of import-competing sectors in the existing member states are against
enlargement because of the possibility of trade creation. They may lose market share to
exporters from the new member states that can now compete on even terms.

A careful examination of the trade effects that are likely to accompany a particular
enlargement should indicate which particular sectoral interests in the existing member states
are likely to benefit and which are likely to be hurt. This can be accomplished by examining
existing trade flows and estimating how they are likely to change by the removal of trade
barriers and the imposition of the CET and CAP. For non-agricultural goods this requires an
assessment of the competitiveness of applicant exports in light of the removal of the CET. If
the increased price competitiveness of applicant exports is likely to cut into the national or
Community market share of industries in the existing member states, they obviously have an
interest in lobbying against the proposed enlargement or demanding compensation, either
from their home government, through accession negotiations or via some form of Community
transfer. By examining existing Community tariff levels across the product categories in
which the applicant concentrates its exports, and by matching this information with
knowledge of the sensitive import-competing industries in the existing member states, one
should be able to obtain a good idea of which industries have the most to lose from
enlargement. Similarly, an assessment of how traditional exporters in the existing member
states are likely to fare in applicant markets after the elimination of existing barriers to trade,
will show which sectors have an interest in expending resources to see that the expansion
indeed takes place.

Econometric analyses of this sort attempt to estimate the dynamic as well as the static
effects of marginal changes in tariff rates. These are important considerations. But given the
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high degree of uncertainty involved—based on the assumptions employed—political activity 1s
more likely to be motivated by a simpler calculation of which industries in the existing
member states are at risk from the exports of a potential applicant state.

A different sort of analys:s is required for determining the likely winners and losers
from implementation of the CAP since this involves guaranteed prices in addition to the
imposition of levies on imports. The guaranteed price means that producers are not
concerned about increased competition in Community markets, assuming the CAP remains
unchanged. But if the production of an applicant adds to a Community surplus in a particular
product, pressures for reducing the level of CAP support will be generated. In this situation,
Community producers will have an interest against the enlargement. On the other hand, if
the applicant is not self-sufficient in a particular product, producers may have the opportunity
to expand production, or at least the political and economic problems of current surpluses
will be lessened. Producers of products in which the applicant is deficient have an interest in
supporting the enlargement, depending on the size of market share that would become
available.

The derivation of the preferences of socio-economic groups is a start to explaining the
national preferences regarding enlargement. But of course, in isolation, the mere fact that a
particular group stands to gain or lose from the addition of a new member state to the
existing common market tells nothing about whether the group will take any political action
to defend or promote its interests. The above models spell out the distributional implications.
But they also need to take into account the costs of collective political action and the nature
of domestic political institutions. Alt and Gilligan (1994) show how these factors interact
with factor specificity to produce particular patterns of political activity.

Political activity depends in part on the extent of any free-rider problems (Olson 1965)
and the costs of collective action more generally. Those groups that face lower
costs—because of geographic proximity or technologies that ease communication, the
advantage of concentration or low numbers, and so on—are obviously more likely to organize
in defense of their interests. Geographic concentration or four-firm concentration ratios can
be used to estimate the costs of collective action. Past strength of an organization is also a
useful proxy for current collective action costs (Alt et af). In other words, groups that are
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already part of an existing organization are more likely to defend their interests even if the
stake is small because the start up costs the organization have already been paid and channels
to decision-makers established. Each additional activation of the instrument is relatively
cheap. On the other hand, the interests of some groups may be severely threatened by a
proposed enlargement. Yet, because the costs of establishing an organization to defend those
interests is high, the groups do not act to defend their interests. An orgamization might be at
the level of individual industries or a more encompassing federation might span industries,
providing a ready tool for well-established coalitions.

The locus of decision-making in domestic political institutions also affects the
prospects of societal groups exercising influence over the process. It might prove necessary
only to lobby a particular mimstry or a parhamentary committee or it may be necessary to
build broader coalitions that are capable of prevailing in a parhamentary vote or a national
referendum.

Finally, the decision-making institution might allow a good deal of access for domestic
interests through established channels. Or a particular ministry with significant input might
be highly insulated from domestic political pressures and thus be able to pursue goals that are
not tied to any particular domestic group. Furthermore, the nature of much of Community
decision-making in Brussels has created greater autonomy for decision-makers in dealing with
domestic groups and with national parliaments. This holds for the politics of enlargement as
well. More specific statements require going beyond the outline of this brief model to
consider of the actual domestic political institutions of the member states in question, to
identify where the key decisions regarding the conditions pertaining to any proposed
enlargement are taken, and whether socio-economic interests with a stake in the matter can do
anything about it politically.

4. Budgetary Redistribution

The trade effects of enlargement, a function of the removal of barriers to intra-
Community trade, adoption of the Common External Tanff (CET) and implementation of the
Common Agricultural Policy (CAP), create a redistribution of the costs and benefits of
membership, both across sectors or industries and among member states. They also play a
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role in redistribution through the operation of the Community budget. However, only part of
the trade effect shows up in the budget. The change in prices that the CET and, in
particular, the CAP generate for intra-Community trade lead to unrecorded shifts of
resources. These effects are considerably larger than those documented as support prices and
subsidies for agricultural exports. Yet the latter—and the other items in the budget—are
much easier to identify and thus they often assume a greater political salience. Juste
retour—the notion of receiving benefits that are roughly commensurate with the costs of
membership—is anathema in most Community circles , Yet, since Community budgetary
costs and benefits are identifiable, governments are not immune to the demand for
membership value.

Battles over the recorded budgetary gains and losses have been a recurring theme since
the UK joined in 1973. They have persisted despite the eventual settlement of the British
dispute, in large part because of the intra-Community income disparities, which have grown
wider with successive enlargements. These disparities have generated pressures for those
member states that are likely to gain from greater integration to compensate those that are
likely to lose. The redistributive pressures arise in part from the logic of measures deemed
necessary for the Community to cope with greater economic competition—buttressed by the
prevailing ethos of a social market economy as well as normative statements concerning
social cohesion in the SEA and the preamble to the Treaty of Rome—and in part, simply by
virtue of the bargaining leverage present in situations requiring unanimity.

The documented gains and losses through the budget are a function of the
Community’s particular revenue and expenditure policies. Both the customs duties collected
on the CET and the levies raised via the CAP are part of the Community’s “own resources,”
which accrue directly to the Community. Since these sums depend upon the propensities of
the member states to import goods from outside the Community and on the degree of national
self-sufficiency in agricultural products covered by the CAP, national contributions can differ
significantly from what might be expected if assessments were based exclusively on a
measure of income. The third element of the resource system that the Community
inaugurated in 1970 in order to replace negotiated national contributions is based on a
percentage of national Value Added Tax (VAT). It was implemented, however, only from
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1979.7 The so-called fourth resource, based on member state GNP, was created as part of
the Delors package in 1988 which also set an overall ceiling on resources, currently 1.2
percent of Community GNP. The variable GNP assessment is designed to top off the other
resources and balance the budget at the designated ceiling.

As shown in Figure 1,8 the share of revenue from customs duties and agricultural
levies has been declining over time, spurred in part by the increase in Community agricultural
self-sufficiency and in part by the multilateral cuts negotiated through the GATT. Member
state complaints about the arbitrary nature of the assessments also played a role. Similarly,
the shift in emphasis away from the VAT resource in the direction of the GNP-based
assessment was motivated by calls to ground contributions more on ability to pay and less on
punishment of those with high propensities to consume. The transparency of the GNP
method is also preferred by most to the VAT method, which depends on the efficiency and
honesty of national tax collection systems (Tsoukalis 1993).9

As for the distribution of the financial burden, in 1994 Germany covered 30.36
percent of the general budget. France contributed 19.34 percent and the UK, after the rebate
on a portion of its VAT assessment stemming from the 1984 budget settlement, 11.64 percent
(European Commission 1994a). Of course, the net national transfers through the Community
budget also depend on the nature of the programs that the Community finances.

On the expenditure side, the distribution of resources is highly skewed by the CAP.
The guarantee section of the European Agricultural Guidance and Guarantee Fund (EAGGF),
which provides a guaranteed price for the agricultural products covered as well as subsidies to
dispose of surpluses on the world market, continues to dominate the Community budget.
Recent reforms, including more competitive prices and more direct aid to farmers, have
begun to shift the focus of Community expenditures away from agricultural support, even if

"The mitial rate, 1 percent, was raised to 1 4 percent 1n 1985 and is scheduled for gradual reduction to
1 percent by 1999 as the weight of the fourth resource, based on GNP, is increased.

8The “Miscellaneous” 1n Frgure 1 mcludes contnibutions by new member states during transition
periods and mtergovernmental transfers to balance the books before the VAT resource was introduced in 1979,
and agan 1n 1984-1986 when ad hoc transfers were needed because the own resources were exhausted

Thus section draws on Tsoukalis, 1993, pp. 148-174 and 228-277.
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the total support continues to climb. EAGGF expenditure varies—based on the difference
between Community and world prices, the quantity produced and the quantity of subsidized
exports—but its share of the budget averaged over seventy percent in the 1970s and sixty
percent 1n the 1980s (see Figure 2 and Table 2). According to the guidelines of the second
Delors package, the share devoted to the guidance section is scheduled to continue to decline
so that by the late 1990s, it will consume less than fifty percent of the budget (European
Commission 1994a).

The main beneficiaries of the EAGGF are the larger, more productive farms in the
product categories most favored by the CAP: grain crops, milk, beef and veal. Thus,
countries like Denmark and the Netherlands receive a disproportionate share of the payments
(see Table 3). Ireland and Greece secure a relatively large amount by virtue of the size of
their farming sectors rather than the products in which they specialize. A similar situation
holds for Portugal and Spain, where the amounts have only in the more recent figures begun
to reflect their true value as transitional measures have wound down. As for the big three,
France is a major beneficiary of support through the Guarantee Section, receiving about 24
percent of the total in 1993, the UK ranks near the bottom because of the small size of its
farming sector, and Germany falls in between. Given the role of agricultural support in the
Community budget, the distribution of EAGGF payments goes a long way toward explaining
the expenditure side of the equation.

The relative decline in the budget share of the EAGGF is mainly the result of the
significant increase 1n the funds that are designed to cushion the shocks of restructuring in
declining industries and regions and to foster development more generally, known collectively
after the 1988 reform as Structural Funds. The reorganization and doubling of fund
resources were part of the so-called -Delors package, which included a reform of the CAP.
This agreement marked the first successful effort to shift the target of expenditures away from
agricultural support and was presented as an integral component of the overall deal that
included the SEA and completion of the single market. The relatively poorer member states
needed financial assistance in order to prepare sensitive regions and industries for the
increased competition of the single market and the side-payment proved necessary for
political acceptance of the program. The increase in the funds over the five year period
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1989-93 was Ecu 60.3 billion (in 1989 prices), with an additional 3 billion added at the end
of 1990 for the new German Ldnder (Tsoukalis 1993: 245). The share of expenditure rose
from 15.1 percent in 1988 to 25.3 percent in 1991 (see Table 2 and Figure 2)

The second Delors package (1993-99) further increased the share of the Structural
Funds, to 29.7 percent in 1994 with plans for almost 35 percent by 1999, mainly through the
creation of a Cohesion Fund that directs aid to those member states with less than 30 percent
of the average Community GNP—namely the four poorest, Ireland, Greece, Spain and
Portugal—rather than to eligible regions and industries across all the member states, as is the
case with the other Structural Funds. Spain held up the agreement until the last minute and
was viewed, in particular, as a victor (Shackleton 1993: 21). Once again, the agreement was
conceived of and sold as part of a broader deal, a tradeoff, that would enable the poorer
member states to adhere to a program of convergence and thus enable them to participate in a
future Economic and Monetary Union (EMU). A new twist was the addition of
conditionality and multilateral surveillance.

The distribution of the other funds proceeds according to the objectives defined in the
1988 reform. Objective one is to promote development and structural adjustment in less
developed regions, those characterized by less than 75 percent of the average Community
income. This includes the whole of Greece, the Republic of Ireland, Northern Ireland,

- Portugal, most of Spain, the Mezzogiorno, and after 1993, the eastern German Ldnder. This
objective commanded 54 percent of the structural funding in 1994 and affected some 21
percent of Community population (European Commission 1994a: 79-81; Tsoukalis 1993:
244). Objective two addresses areas affected by industrial decline, mainly in central and
northwestern Europe, with a high concentration in the UK. Spending under this objective
consumes 9 percent of total funding and touches 16 percent of Community population. The
amounts devoted to objectives three, four and five, designed to address long-term
unemployment, the employment of young people, and the structural adjustment and
development of rural areas, are small. Finally, a new objective six was created as part of the
enlargement package negotiated by the Community and the EFTA applicants. This
instrument is designed to aid lightly populated Arctic and sub-Arctic regions that had received
national transfers which would have to be phased out upon enlargement, but yet were too rich
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to qualify for assistance under Objective One. The Community was not prepared to bend the
rule for Objective One, but it did come up with the cash and a new custom-made objective 1n
order to resolve the issue and push the enlargement toward successful completion.

The increase and expansion of the Structural Funds since 1988 were an
acknowledgement that some of the losers from integration in the form of the single market
and potential EMU would have to be compensated in order to mimimize the pain of mcreas;ed
competition and consequent restructuring—which might impede effective realization of the
initiatives—and, more plainly, in order to purchase political acceptance. Payoffs in the form
of new programs or increased funding have accompanied most of the major intergovernmental
bargains that have advanced European integration, whether in the form of deepening or
widening (Moravcsik 1993). Successive enlargements have increased the divergence in levels
of economic development among the member states and regions (see Table 4). This has
increased the pressures for redistribution in general and the bargaining power of the
demandeurs at each of the critical junctures. Although this theme may be more apparent
today in the wake of negotiations over the SEA, the single market, the European Economic
Area (EEA) and Maastricht, the pattern began with the first enlargement.

Transfers were not a big issue in the original Community because, with the exception
of the Mezzogiorno, the level of development across the Community was fairly even. In any
case, until the Community acquired its own resources, spending plans were sharply limited by
what could be negotiated in the context of an intergovernmental bargain. On the surface, the
conflict that flared when the French walked out of the Council in 1965 was about financing
the implementation of the CAP and the completion of the Customs Union. It was of course
more about control over decision-making in the context of qualified majority voting in the
Council (Camps 1966), but the rift served to delay any agreement over resources until 1970.

In 1973 then, the regional problems of the new members, the UK, Ireland and
Denmark, increased the divergence of a Community that had only meager means to address
such problems. The UK, in particular, had an interest in creating an instrument to fund
regional restructuring and development. As a recipient of such funds, the UK could reclaim
part of its disproportionate net payments to the Community budget. Thus, the European
Regional Development Fund (ERDF) was born i 1975, providing funding originally on a
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country quota basis and evolving after the next two enlargements 1nto matching grants for
financing infrastructure and other investment projects. In 1985 the coming accession of |
Portugal and Spain led to a new mitiative that focused on the adjustments that the expanded
Mediterranean region of the Community would need to undertake. The Integrated
Mediterranean Program was fashioned to redress some of the bias in the CAP in favor of
northern products, to foster development and restructuring more generally, and to buy
political acceptance for the Iberian enlargement in those regions that would face increased
competition for trade and investment (Yannopoulos 1989). The recipients included the
Mediterranean regions of France and Italy and all of Greece.

These various initiatives, however, proved insufficient in addressing the problems of
lagging regions and distressed industries, problems which the southern enlargements
enhanced. Greater disparities in income, productivity and economic performance thus set the
stage for the reorganization and doubling of the Structural Funds described above.

When the total payments from the various programs are compared with the financing
of expenditure, the net member state transfer looms large as a share of GDP only for Greece,
Ireland and Portugal, which gained resources in 1993 equivalent to, respectively, 6.59, 6.05
and 3.90 percent of GDP (see Table 5). For the rest the difference is generally less than plus
or minus one percent of GDP. In absolute terms, however, Germany’s Ecu 11,830.3 million
contribution (in 1993 prices) is far from insignificant. The UK, despite its rebate, is still the
second largest net contributor with a deficit of Ecu 3,125.8 million. France, traditionally the
third major contributor, paid a difference of Ecu 1019.6 million, or less than half as much as
in 1988 and 1990, based on percentage of GDP. The trend of recent years toward
contributions based more on income levels and the trend of shifting expenditures from a
concentration on agricultural support toward more assistance for the poorer member states are
visible in Table 5. Italy and the Netherlands move from net recipients to net contributors.
Greece, Ireland, Portugal and Spain become ever larger beneficiaries. 10 Germany picks up
the greater part of any additional expense.

10The reversal 1 the net posttion of Belgium and Luxembourg 1s mainly because of the transfer of
resources related to serving as sites for Commumty mnstitutions. These administrative receipts are incorporated
in the 1993 figures, but not 1n the previous years
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If the transfers in GDP terms are relatively small, how then can the controversies over
the budget be explained? In short, while France and Germany have been large net
contributors, they both have received, France in particular, substantial returns 1n the form of
support for agriculture. The governments of both countries have tended to downplay the
1ssue of net position, to cast such concerns as anti-communautaire, to emphasize the economic
benefits of open access to the world's largest market, or to portray payments as the cost of
pursuing their respective foreign policies through the Community—the amplification of the
French voice in the world affairs as political leader of Europe, broad Franco-German
cooperation, and the reassurance of Germany’s neighbors, West and East. For the UK on the
other hand, a holdout at the founding and a reluctant member from the outset, membership
offered no analogous overarching foreign policy rationale that could help to justify the
relatively large net payments. Neither did the economic benefits seem as apparent to the
British as they did to the French and Germans.

From the discussion above, the source of the excessive British contribution should be
clear. The UK’s relatively high propensity to import goods from outside the Community, in
part a function of its lower degree of self-sufficiency 1n agricultural goods, meant that 1ts
payments based on the CET and CAP levies, the only automatic sources of Community
revenue prior to 1979, were disproportionately high. At the same time UK receipts from
Commumnity programs were relatively low because of its relatively small agricultural sector.
Recall that the Guidance Section of the EAGGF dominated Community expenditure in the
past and still accounts for over fifty percent. In Table 3 it is apparent that the UK was
receiving nowhere near the amounts in EAGGF payments that were returning to other
member states of a similar size. The resulting financial deficit with the Community was thus
a product of Community policies and conditions peculiar to the UK.

The first efforts to renegotiate the British position began the year after membership
and ran for a decade. The Thatcher government secured refunds on a year-to-year basis in
the early 1980s that approximated two-thirds of the net budgetary contribution before
agreeing to a more permanent system of rebates under the Fontainebleau Agreement in 1984
that would return almost sixty percent of the net contribution. The price for continuing the

rebates and avoiding the yearly irritant was British agreement to raise the own resources VAT
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ceiling from 1.0 to 1.4 percent (Denton 1984). The British bargaining position was enhanced
by the fact that the Community resources had been depleted by the continuing rise in EAGGF
expenditures. Without an increase in the VAT ceiling, there would be no money for other
initiatives, 1n particular, for the costs that were expected in easing the transitton to
membership for Spain and Portugal. 11" On the other hand, the UK was limited by the
resistance of the other main net contributors, Germany and France, who would have to pick
up the main burden of any British reimbursements. Germany, for example, negotiated a
reduction of its approximately 38 percent share of any refund granted to the UK.

Somewhat surprisingly, the 1988 Delors Package—which doubled the Structural
Funds, introduced some constraints on agricultural spending, and created the new GNP-based
resource—did not revisit the earlier budgetary battles. The UK would receive a rebate on the
new resource with the burden shared among the other members, subject to relief again for
Germany, and for the newcomers, Spain and Portugal (Nicoll 1988). Opinion on the British
abatement, however, had hardened by the time of the second Delors Package. In September
1992, six members, including Germany and France, made formal objections to continuation
of the arrangements. But the issue was overtaken by the concern to pass the Maastricht
Treaty, which faced an uncertain future in the House of Commons. Despite considerable
efforts from other member states, there was no modification to the Fontainebleau deal and the
1988 amendments (Shackleton 1993). 12 _

The budgetary battles over British contributions and abatements from 1974 to 1984
consumed the time and energy of negotiators, diplomats, politicians and commentators far in
excess of anything that could be justified by the amounts involved. Moreover, budgetary
issues have remained contentious since Fontainebleau, despite the fact that the amounts

llGermany—{he largest marginal contributor of any increase 1n spending—however, made agreement
to the new “own resources” treaty conditional on the accesston of Spain and Portugal. Settlement of the budget
problem was thus linked to enlargement (Denton 1984+ 133)

120nce again, budgetary issues became entwined with enlargement. At the Lisbon summut in June
1992, commencement of negotiations for the EFTA applicants was made contingent on a budgetary agreement
for the next five-year period  Shackleton (1993) attnbutes the tming of the budgetary settlement to the
confluence of several pressures: pending enlargement negotiations, EAGGF growth pushing past budgetary
guidehines and the efforts to pass Maastncht.
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redistributed by budgetary means pale in comparison to the shifts in resources through the
trade effects of enlargement. Yet, because the recorded expenses and receipts, and the net
balance, are relatively easy to identify, they often assume a disproportionate political
significance. Germany, by far the largest net contributor and the “contributor of last resort”
that pays disproportionately for any unplanned increase in Community spending, has already
negotiated modest reductions in its share of the burden of the British abatements. The
concern in Community circles is that this trend could accelerate in the changed environment
of the post-Cold War era and that the intermittent grumbling in the past over Germany’s
contributions could become more vocal and generate budgetary conflicts anew.

5. Institutional Effects

Naturally, enlargement requires an adjustment in participation or representation of the
member states in the various bodies of the EU. New members gain positions and sometimes
the distribution among the older members is adjusted as well. For most of the EU’s history
this process has proceeded without much rancor because the distributions tended to follow
established precedents and were deemed unthreatening to the interests of member states. In
those bodies that were designed to act in the interest of the Community, participants from
new member states were merely added while holding existing member state participation
constant. Even in those bodies that were to represent the interests of member states or
national constituencies—the Council of Ministers and the European Parliament (EP)—votes or
representatives for the new member states were added while the numbers for existing member
states remained constant.13 Since votes or numbers of representatives were originally
distributed according to a rough calculation of population, economic power and political
considerations—including some overrepresentation in favor of the smaller countries in order
to avoid domination by a coalition of the largest—this led to a decline in the relative weight
of existing member states over time. However, political controversy over institutional design
arose only after the reforms to routinely utilize qualified majority voting in the Council.

13The sole exception was enlargement of the Council of Mimsters 1n 1973, which added votes for new
members and existing members. More on this below
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Thus the United Kingdom and Spain each ganed two Commissioners upon entry, the
same number as for the larger existing members, whereas all other members have only one.
While jockeying for the most attractive Commissioner portfolios attends the formation of each
new Commission, concerns about the reduced weight of any given state upon enlargement is
nonexistent because Commissioners are treaty bound to represent and promote the interests of
the EU, not their home governments. Furthermore, despite its considerable influence over
the EU agenda and implementation of decisions taken in the Council of Ministers and the
European Council, the Commission is subject in the final analysis to the determinations of the
latter bodies.

The European Court of Justice has a judge from each member state, with an additional
judge appointed in a rotating order when the number of member states is even. Since the
judges act in an independent capacity to uphold the treaties and the rest of the acquis
communautaire, representation is not an issue.

Despite the successive upgrading of the status of the European Parliament, from the
Treaty of Rome through the Single European Act to the Maastricht Treaty, the EP has only
had a limited impact on the evolution of the EU. Over the years it has added to its primarily
consultative role by acquiring the authority to adopt or reject the general budget and to
participate in the legislative process by way of proposed amendments to Commission
initiatives. Now the EP even has veto powers in a narrow range of activities—including over
enlargement. Yet its largely peripheral role has meant that little controversy has surrounded
the various adjustments in EP representation from successive enlargements, which always
added representatives from the new states while holding existing membership constant,
diminishing 1n the process the relative weight of each existing national delegation. 14

A similar pattern also prevailed for most of the life of the Council of Ministers, where
Commission proposals are negotiated and turned into legislation. Although the Treaty of
Rome contained provisions for qualified majority voting in some issue areas, there was little
or no chance of a member state being outvoted after the French under President de Gaulle

141he expansion 1 the size of the EP 1n conjunction with the first direct elecions 1n 1979 was also
accompamed by a redistnbution 1n the shares of national delegations. The German delegation was also
mcreased 1n the wake of German umification.
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used the “empty chair” strategy to force the so-called Luxembourg compromise in 1966,
which permitted vetoes at the discretion of any member state that declared an issue to be of
vital “national interest” (Camps 1966). A de facto requirement of consensus in the Council
on any but the most routine issues thus evolved.

In this environment, the voting weights of each member and the question of
reapportionment of shares in the wake of each enlargement aroused little controversy. For
the first enlargement, the total number of votes and the number for each existing member was
increased, while at the same time, the share of the total for each of the original six members
declined (see Table 5). 15 For the later enlargements, the total number of votes was increased
to accommodate new members, but the number for existing members remained constant.
Once again, the share of the total for the existing members declined without becoming an
issue.

The situation changed, however, when the Single European Act (SEA) was adopted in
1986 in order to facilitate decision-making on issues and implementation of measures related
to completion of the Single Market by the end of 1992 (Moravcsik 1991; Moravcsik 1993,
507-517)\. The pooling of sovereignty inherent in an institutional reform like qualified
majority voting is acceptable to governments if it allows them to reach—or to reach more
efficiently compared to the greater time and energy expended in ad hoc
negotiation—cooperative solutions or outcomes that are superior to what an individual
government could achieve on its own. The consistent rules, norms and decision-making
procedures allow governments to reduce the costs of identifying, reaching and maintaining
mutually beneficial agreements (Krasner 1983; Keohane 1984). Of course, greater |
uncertainty about the purposes to which the new instrument will be put and about potential
outcomes accompanies the reduction in member state autonomy. When the member states
have shared goals, the political risk involved in this tradeoff is minimized. But in those issue
areas where the interests of individual governments, or the interests of the domestic groups
on whose support they depend, diverge, the political risk of being outvoted and subject to

158hares of total votes are omtted from the table to avoid clutter and because they are ummportant
prior to the reforms that inaugurated regular use of qualified majonty voting Even then, the important point 1s
the share of a member state 1n achieving a blocking minonty that would protect 1ts threatened 1nterests.
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adverse binding decisions exists.

If only a limited or relatively trivial set of 1ssues was subject to qualified majority
voting, political risk would not be an issue. But with the SEA and the further extensions
under the Maastricht Treaty, qualified majority voting 1s now the most frequently used form
of decision-making (European Report, 30 March 1994), and it is used to reach decisions on a
multitude of important issues: trade policy, state subsidies and competition policy, the free
movement of capital, farm policy, transport policy, regional aid, the budget, and some
aspects of environmental, health and safety, research and technology, and social policies. In
the context of the SEA and Maastricht, member state governments calculated that the benefits
of greater decision-making efficiency outweighed the increased political risk of more
uncertain outcomes that could be damaging to national interests or the interests of key
domestic groups. But as the proportion of decisions to be taken unanimously declined along
with the relative weight of the member states, the stakes pertaining to institutional design
increased.

Two indices developed to quantify the influence a group member has when its
defection from a coalition would undermine a majority vote, the Banzhaf power index, which
considers every theoretically possible coalition, and the Shapley-Shubik power index, which
reflects the fact that members with smaller numbers of votes will tend to form larger
coalitions than larger members, further confirm the relative loss of influence that existing
members face with each successive enlargement that is unaccompanied by a reapportionment
of votes (Hosli 1993). Paradoxically, only Luxembourg, holder of a mere two votes,
increases its chances of turning a losing coalition into a winning one. 10

In the course of the latest enlargement—the first after the reforms that greatly
enhanced the use of qualified majority voing—the potential conflict burst into public view.
Decisions taken at the Lisbon summit in June 1992 and reconfirmed at the Edinburgh summit
in December 1992 attempted to put off institutional questions until the Intergovernmental

16Hosh's work builds on the conclusions of Brams 1985; and Brams and Affuso 1985. Hosl also
notes that some coalitions are more hikely to form than others and cites Brams, Doherty and Weidner 1994, who
attempt to capture part of this reality by recalculating the Banzhaf index in the present Council on the
assumption that France and Germany each have a de facto veto.
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Conference (IGC) in 1996. Ten governments interpreted this agreement to mean that
precedent would be followed, that the new members would receive votes roughly in line with
their size, that the votes of the existing members would remain the same and that the number
required for a qualified majority would be adjusted to maintain the traditional seventy percent
margin (see Table 5). The United Kingdom and Spain, however, wanted to maintain the
number required for a blocking minority at 23, which in effect would have lowered the
blocking hurdle from thirty to 25.6 percent of the total votes. 17

The crucial point is that under the old system (i.e., from 1986 to 1993), two large
states and one small state, other than Luxembourg, could form a blocking coalition. This
protection would no longer be available if the required votes increased to 27 with Norway’s
participation or to 26 without Norway. In this case, an additional member state would have
to be recruited to join the blocking minority. 18 Although the Council does not yet publish
information about the number of actual votes and the positions taken by member states,19 a
free trade blocking minority of the UK, Germany and either the Netherlands or Denmark is
said to have been employed at times in the past and would be more difficult to construct in
the future (Barber, 24 March 1994). The Bntish also complained that because votes are
biased towards the smaller membc:rs,20 a failed blocking minority could consist of two large
and two small states with over forty percent of the EU population (Gardner, 8 March 1994).

17The proposed arrangements for the EU of sixteen that would have resulted 1f Norway had approved
membership 1n its November 1994 referendum and assumed 1ts three votes 1 the Council of Ministers were

Total Votes 90
Qualified Majonty 64 (71 1 percent)
Blocking Minonty 27

18y percentage terms, the share of a large state hike the UK 1n a blocking coalition would drop from
43.5 percent under the old system to 37 percent with entry of all four apphcants Without Norway 1t 1s 38 5

percent

19Bven greater openness by the Commussion would not capture all of the effect of the shift toward
qualified majonity voting. The mere exstence of the procedure leads member states to intensify the search for a
consensus even without actually employing a vote. A 1988 Commussion report noted that potential recourse to
the procedure induced greater flexibility during debates and thus facilitated decision-making. See Keohane and
Hoffmann 1991, 7.

20, g , Germany has one vote for every eight million people, the Netherlands one per three million,
and Luxembourg one for every 186,000
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Spain supported the British position on maintaining the blocking minority at 23
because it would then remain able to combine with Italy and Greece to protect Mediterranean
farming and regional interests. In addition, Spain worried about the prospect of a shift
toward the interests of the north in terms of limits on the transfer of resources (Economist 12
March 1994) and the possibility that the addition of stronger economies in the north might
lead the single currency train to depart before it was able to board (European Report 5 March
1994).

After repeated ministerial failures to reach agreement, recriminations all around, and
threats by the Benelux members and the EP to refuse to ratify any enlargement treaty that
watered down the decision-making capacity of the EU, Spain, and then Britain, succumbed to
the looming deadlines and accepted a “compromise” that was more fig leaf than substance.
The number for a blocking minority would rise but some additional efforts would be
employed to search for a compromise consensus on decisions that were opposed by coalitions
that mustered between 23 and 27 votes. Any member state could, however, call for a vote to
cut off debate and proceed to a qualified majority vote. Moreover, the rules of procedure
required only a simple majority to do s0.21

Prime Minister Major and his government were pilloried in the press when they tried
to seil the empty compromise at home (Economist 2 April 1994; Barber, 31 March 1994).
They had allowed the Euro-sceptics to miscast the issue as one of defending the British veto
and, coming on the heels of compromises over other issues, the matter became blown out of
all proportion. After all, the range of issues on which the UK was likely to find itself in an
aspiring blocking minority between 23 and 27 votes in the period up to the 1996 IGC—when
institutional arrangements were to be addressed—could not have been wide. Instead, by
attempting to foster Tory unity ahead of local elections in May and the EP election in June,
where Conservatives were expected to suffer heavy losses, and in miscalculating the
willingness of Britain's partners to push ahead with enlargement at any price, the Major
government squandered any good will it had built up with the applicants through its previous

215ec Wennerlund 1994, 11-26, for details of the competing proposals, the conclusion of the
negotiations to bring in the EFTA applicants, and the resulting fallout in the UK.
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support of enlargement, and British influence within the institution was likely to be
diminished 1n the run-up to the all-important IGC.

6. Conclusion

Any expansion in the membership of the Community leads to a redistribution of the
costs and benefits of membership among and within existing member states. This paper
presented a framework to explain how existing member states form national preferences in
regard to the trade, budgetary, and institutional effects of enlargement. The next step is
obviously to apply the framework to the domestic political economies of the most important
member states, Germany, France and the United Kingdom.

From the analysis presented 1n sections 4 and 5, future enlargements are likely to be
even more contentious than those in the past, especially in light of economic circumstances in
the likely future applicants. The limits of compensation through the Community budget for
those groups that are likely to lose from enlargement may already have been reached and
economic conditions 1n the existing member states makes domestic compensation extremely
difficult. The costs of simply expanding Community programs to the east is prohibitive.
Enlargement without significant reforms is hard to imagine. And resources are not the only
issue. Institutional questions are sure to occupy center state at the upcoming IGC. In this
environment, instead of the next great leap for Community integration, the outcome is much
more likely to be some variegated version of the EU, the hard core of the German CDU,

French concentric circles or Major’s multi-speed.
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Table 1. Enlargement of the EC and the EU

Countries Request for Commussion’s Opening of Accession Full
Accession Opmion Accession Treaty Membership
Negotiations
United Kingdom (1)  8-10-61 — 10-10-61 a —
2) 5-10-67 9-29-67 6-30-70 1-22-72 }-1-73
Denmark (1) 8-10-61 — 10-26-61 — —
() 5-11-67 9-29-67 6-30-70 1-22-72 1-1-73
Ireland 1 7-3t-61 — — — —
2) 5-11-67 9-29-67 6-30-70 1-22-72 i-1-73
Norway (1) 4-30-62 —_ 7-4-62 — —
2y 7-21-67 9-29-67 6-30-70 1-22-72 b
{3) 112592 3-24-93 4-5-93 6-24-94 d
Greece 6-12-75 1-29-76 7-27-76 5-28-79 1-1-81
Portugal 3-28-77 5-19-78 10-17-78 6-12-85 1-1-86
Spain 7-28-71 11-29-78 2-5-719 6-12-85 1-1-86
Turkey 4-14-87 12-14-89 —_ — —_
Austrna 7-17-89 8-1-91 2-1-93 7 6-24-94 1-1-95
Cyprus 7-4-90 6-30-93 —_ — —
Malta 7-16-90 6-30-93 — — —
Sweden 7-1-91 7-31-92 2-1-93 6-24-94 1-1-95
Finland 3-18-92 114-92 2-1-93 6-24-94 1-1-95
Switzerland 5-26-92 c — —_ —
Hungary 4-1-94 —_
Poland 4-8-94 —

2 De Gaulle vetoed the membership bid on 1-14-63
Norway rejected membership by a referendum on 9-24-72

€ No further developments are expected after the Swiss “No” 1n a referendum on participation 1n the European
Economic Area on 12-12-92.

d Norway rejected membership by a referendum on 11-28-94

Sources: Adapted from Granell 1995, 119, Nicholson and East 1987
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Figure 2

Community expenditure from 1958 to 1995 (at current prices and 1994 prices)

(ECU milhion)

‘3’“"1\3*3*33"1'*\5 ;%“ ""”

vy

St:‘uc}:urfl [Funds

80 000

70 000

60 000

50 000

40 000

30 000
20 000

10 000

\ B Cate TR 5 S b =
il L
* H\\m,ﬁgx—c?‘ i% A
iy Bl RS B
l [ N f‘”_’guf‘? -ﬂ
Ly q Lg~ ‘%éig
/ f F&‘?‘
N P 2
- U ‘1-‘ 2 207
1A o ﬂ"“\"‘g,, ENE &4
. ’? é‘ o £
ol 44 35 4 5
i
opal 4
- 331 3
B - (R PHA
~ 14
Sl
\___l;):r.f',z
i#a;x*
a"i'
2%
i’“‘k‘
AR
Skl Lo
25
S
ok b R
o
b A7
el 3
T b i
20 ]
B i &7
- 3
& e
*Jefeaan é i
o8 TR,
AR
S
ety
o
5
A
R
%ggi
e
x 3|
o
A
5
&
g&f
LN
5]
¥
%1
§ 5
g g d
E g
5} o
2 22}
E 3 EE
- ]
g s [ b g 8
| § § 5 § &
- -1 T 3 iy
=} & 8 = (o] &
I3} = _ = S =N
. <] = 5 53} piy
U g £ £ g Q =
7} 2 k) E S Q L]
Q 1] * 9 =] < °©
i} -4 4] < 7] S| =
O 04 o I
(=]

S661

6861

L3861

$861

£861

1861

6L61

LL6l

SL61

£L61

1L6l

6961

£961

§961

£961

1961

6561

Source Commussion of the European Communitics 1994a, 29

- 29-



-0§ -

ey661 UoIsSIunwoy) ueadomsyy 20Mmog

198png v661

SOLETL 8651 S¢S Ts6v Ty TEE8 8T 800€ 12 SELLVI (oo1) [®10], puein)
(0 0 €6€ (1)) g PIg Lo TLLT 60 61L9T (60) o8l (CT0)) S L8 2804
o 00L6 1 (¢4) €161 1 ®7 £961 1 #0869 0e) TLv9 a9 € S9¥ Aq4

(L96) S€100L (£16) T0sogs (€96) Llizoly (L96) €L98LT (196) 969v0T (€£96) LOTTYI [e10 ] —1e8png [B19Ud0H)
a7  ss6v1 69 19¥12 WL 6g51¢€ @9 106V 1 (68) 0¢€9Z1 (9s) TR Iayio pue syusuiedsy
((]9) 9L19¢ C32)] ¥ 959 7 ()] LSI6 1 c¥) 8¥OE1 6t 78101 Ts) 9sLL HONENSUIWPY
) £8YE € v 960TC @®nD 1 89L (€9 8¢€96 ¢4 7] 7168 ((X9) LEvy UoNOY [BWIIXT
(§¢)  ¥sssT g g90L1 @y  se6tll G 6LLY (12 eLey 81) 9197 Yoreasay
(€ 06L91 pun,| UOIS3YO)—
08 0618¢S (WA 000 Y rs) 986TT 6v) viovl ®Y) 6¢€101 (9¢) o0o0¢gs ASd—
(901 ozoLL b1 890£9 v 86,6 (96} 00191 (9€1) +S06¢C Ly) 0669 AIE—
Ov)  o10£¢€ (8€) +S80¢T Ly eovli r7) <589 (1) 80s9 (61) $98C ' uondRG IdUBPINY JHOVI—
(Ler) 88zslz (€s) oteel (s €61v9 (8271) 670LE C172) 10L8% (g0 ssIst Yorym Jo ‘spun,j [BIONAS
(81S) o0SorLe (195) 80960¢ (059 TseoLz (89 8LTL6T  (9L8) 86STTI  (€0L) 1L8E0I uonoag svuREN. JNOVH
(%) o DY 123png [paouary
7661 1661 8861 ¢861 7861 6L61 BurpesH
(%) pue uoif N NDH

aunpipuadxa 1a3pnq Aunwwo)) Jo anpondis 7 dqeL



Table 3. EAGGF Payments to Member States, 1980-1993
(muillion ECU)

1980 1983 1985 1988 1990 19931

Belgium 596.3 630.0 928.7 732.8 8779 1298.8
Denmark 639.0 701.2 8423 1183.8 1110.6 13323
Germany 25935 31835 37066 4638.6 41009 4862.0
Greece — 1029.3  1276.3 14520 21744 27185
Spain — — — 1870.7 2292.0 4188.2
France 2960.6 3748.6 4755.6 6294.1 5388.4 8167.7
Ireland 603.4 703.5 12399 1072.7 1676.9 1606.4
Italy 1921.0 2923.5 35862 4314.1 4170.8 47733
Luxembourg 12.6 4.8 6.6 5.1 10.7 6.8
Netherlands 1565.2 1740.0 2065.5 3774.7 2648.8 22994
Portugal — — — 256.9 459.4 479.1

United Kingdom 984.4 1840.6 2004.1 1929.5 1886.8 2679.0

EC-12 11876.0 16505.0 20411.8 27525.0 26804.8 34423.3

Notes: EAGGF payments consist of guarantee and gmdance expenditures Outlays on a number of specific
structural measures have not been included. Figures for Spain, Portugal and Greece reflect transitional
arrangements after accession and thus do not reflect full participation.

1Updated figures for 1993 are not adjusted and so not strictly comparable

Sources Court of Auditors annual reports, updated from Tsoukalis 1993, 269
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Table 4. Divergence of GDP per capita, 1960-1994

1960 1970 1975 1980 1985 1990 1994
Belgium 98 1 101 8 106 0 107 0 104.6 103 9 106 2
Denmark 116 6 113.6 108.7 106 3 114 1 105 4 108 5
Germany 1233 117.7 114 6 118.2 1187 116.9 1153 (103 3) 1
Greece 349 46 7 517 526 513 470 48.5
Spain 590 730 79.4 720 70.4 74 8 75.5
France 106 3 1113 113 3 113 1 111 8 110.4 109 3
Ireland 60 0 588 619 63.1 647 711 799
Italy 86.6 956 94 9 102 9 103 3 103.6 104 9
Luxembourg 153 4 138 2 124 3 116 0 120.2 126 3 133 6
Netherlands 1155 112.9 112.4 108 0 104 2 101.6 100 1
Portugal 379 474 50.5 53.0 513 55.7 60 4
Umted Kingdom 123 9 104.6 102 0 97.4 100 7 101 2 99 7
EUR-12 100.0 100 0 100 0 100.0 100.0 100.0 100.0 (97.9) 2

1 Unified Germany

2 EUR-12 including umfied Germany

Note GDP per capita is given at current market prices and purchasing power parties.

Source: Commussion of the European Commumties 1994c
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Table 6. Dustribution of votes in the Council of Ministers and qualified majority voting

Country 1958-73 1973-81 1981-85 1986-93 1994-
Original Members
Belgium 2 5
France 4 10
Germany 4 10
Italy 4 10
Luxembourg 1 2
Netherlands 2 5 Votng weight for exising members
unchanged with subsequent enlargements
First Enlargement
Denmark 3
Ireland 3
United Kingdom 10
Second Enlargement
Greece 5
Third Enlargement
Portugal 5
Spain 8
Fourth Enlargement
Austna 4
Finland 3
Sweden 4
Total 17 58 63 76 87
Qualhfied Majornity 12 (70 6%) 41 (70 7%) 45 (71 4%) 54 (71 8%) 62 (71 3%)
Blocking Minonty 6 18 19 23 26
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