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I. Parameters and definition of 'future enlargements'

In its recent report on enlargement strategy the European Parliament issued an appeal with the 
support of a number of political groups, for greater account to be taken of the Community's 
absorption capacity in connection with further enlargements.1 Any further enlargement must 
be made conditional on financial resources. This is of particular importance for the European 
Union's structural policy. The Commission also, in its enlargement strategy of 8 November 
2006, called for each enlargement to be preceded by a precise analysis of the budgetary 
implications for the EU.2

Viewed against the background of the 2008/2009 EU budget review (Commission report 
scheduled for early 2009), structural policy is still at the testing stage. Now that efficiency has 
become an issue under the 2007-2013 interinstitutional budgetary agreement, structural and 
regional policy, one of the largest budgetary items, will be placed very much under the 
spotlight.3

The report seeks to examine the impact of future EU enlargements on the effectiveness of 
cohesion policy and how it should be shaped in future in order to achieve the desired 
objectives in terms of equilibrium and growth.

Under the heading of ‘future enlargements’, the report analyses the accession of Romania
and Bulgaria, due to take place - subject to endorsement at national level - on 1 January 2007. 
Strictly speaking, this does not constitute 'future enlargement' since it has already been 
incorporated into the new financial perspective for the 2007-2013 programming period. 
However, it is significant from the point of view of regional and structural policy that the 
statistical effect of these economically weak countries regarding the eligibility of other 
regions has not yet been calculated and will only make itself felt from 2014 onwards.

The term 'future enlargements' really refers to those countries which already enjoy official 
candidate status and with which the EU has already commenced accession negotiations,
although the outcome remains open: that is to say Turkey and Croatia, both of which are
IPA (Instrument for Pre-accession Assistance) recipients.4

In addition, the other western Balkan countries (the former Yugoslavian Republic of 
Macedonia, Albania, Bosnia-Herzegovina, Montenegro and Serbia (including Kosovo) are 
considered to be potential candidates for accession and are also receiving IPA funding with a 
view to EU accession. Macedonia applied for accession to the European Union on 22 March 
2004 and is the only western Balkan country to enjoy candidate status.5 In all, the analysis 
covers Romania, Bulgaria and all countries receiving pre-accession aid. They are, taken 

  
1 'Report on Commission's 2005 enlargement strategy document' P6_TA-PROV(2006)0096, vote in plenary of 
16 March 2006.
2 'Enlargement strategy and major challenges for the period 2006-2007', Commission communication 
COM(2006) 649 of 8 November 2006.
3 Interinstitutional agreement between the European Parliament, the Council and Commission on budgetary 
discipline and sound financial management (Official Journal 2006/C 139/01).
4 'Impact of future enlargements on the effectiveness of cohesion policy', communication from the Structural and 
Cohesion Policy Department of 31 July 2006; PE 375.308.
5 'Impact of future enlargements on the effectiveness of cohesion policy', communication from the Structural and 
Cohesion Policy Department of 31 July 2006; PE 375.308.
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together, considered as acceding or candidate countries (ACC-9).

Countries with which an EU partnership agreement has been concluded (Ukraine and Russia) 
and incorporated in the European Neighbour and Partnership Instrument (ENPI) are not 
considered in the report since they are only considered as potential candidates in the very long 
term.

II. Framework conditions for future regional policy

Progress regarding EU convergence

European cohesion policy has enjoyed considerable successes, one example being support for 
the southward enlargement of the EU. Thanks to the cumulative effects of the Structural 
Fund, GDP in Greece, Portugal and Ireland has increased by 10% from 63.5% to 70% of the 
EU average.6 Numerous regions of former candidate countries have now crossed the threshold 
of 75% or 90% respectively.

Results concerning eastern enlargement have been more modest. It must be said that this 
represents a far tougher challenge, the point of departure for economic convergence being that 
much lower and radical political change being required. Enlargement from 15 to 25 Member 
States increased the size of the EU by 23% in terms of surface area and 20% in demographic 
terms but only 5% in terms of added value. While average income in the EU-10 rose from 
44% of the average EU-15 income in 1997 to 50% in 2005,7 the Commission does not expect 
convergence to be achieved (75% threshold) before 2040. Various economic institutes 
forecast a notable slackening in economic growth in the EU-10 countries, considerably 
slowing down the convergence process.8

However in the EU-15 also numerous structural problems remain to be resolved, while 
globalisation is making itself felt in various different ways at regional level, many regions 
being hit by company closures and high unemployment. Economic convergence between the 
EU-10 and the EU-15 can also be explained by the relative economic weakness of the 
'original' EU-15.

In most Member States, economic convergence is fraught with budgetary problems. Six of 
them (Poland the Czech Republic, Hungary, Slovakia, Malta and Cyprus) have infringed the 
Stability and Growth Pact,9 while the larger Member States, such as Germany and France,
have in recent years been running budget deficits exceeding Stability Pact limits, placing 
many Member States in a difficult position when it comes to paying EU budget contributions, 
thereby supporting cohesion policy, and making them increasingly reluctant to do so.

This is compounded by the prospect of the public expenditure occasioned by demographic 

  
6 'A new partnership for cohesion', third report on economic and social cohesion. European Commission 
COM(2004)343, February 2004.
7 'Enlargement, two years after: an economic evaluation', European Commission, Occasional Paper No 24, May 
2006.
8 'Current economic situation in the countries of central, eastern and southern Europe', Vienna Institute for 
International Economic Comparisons, July 2005; EUROSTAT 2006.
9 'The new Member States and the Stability and Growth Pact: needs for adapting in the prospect of euro area 
membership?', Appendix EUROFRAME-EFN report, spring 2006.



PE 376.712v03-00 4/11 DT\643610EN.doc

EN

change. A communication from the Council of Economic and Finance Ministers of 30 
February 200610 predicts a 4% increase in average EU expenditure on the elderly as a 
proportion of GDP, accompanied by significant fall in the average growth rate for the EU-25 
from 2% in the 2004-2010 period to 1.4% between 2030 and 2050.

Absorption capacity and the challenge of further enlargement

In the above report on enlargement strategy, the European Parliament urges that enlargements 
be made dependent on financial resources. This is particularly relevant for European Union 
structural policy. Depending on the size of the new Member State and its economic 
backwardness, the 'old' regions would fall victim to the 'statistical effect' of enlargement and 
would no longer be eligible for support or interim aid, despite the absence of any 
improvement in terms of competitiveness and structural adjustment.

Loss of structural aid or the prospect thereof was already a problem for many regions in the 
EU-15 as a result of the eastward enlargement. Deliberations concerning enlargement of the 
EU-25 or EU-27 must therefore take greater account of the need to comply with the fourth 
Copenhagen accession criterion in terms of cohesion and structural policy. The EU Council 
Presidency has pointed out that on the accession of new Member States, the EU must be in a 
position to maintain the momentum of European integration11. In addition, every effort should 
be made to strengthen the Union's cohesion and effectiveness.

The nature of this particular challenge becomes clear from Annex 1. The full accession of the 
9ACC would increase the size of the Community by 35% in geographic terms and 27% in 
demographic terms but only 4% in terms of economic performance, while per capita GDP 
would fall by 18%12.

Financial implications of enlargement

On the basis of the present 0.37% Structural Fund share of European GDP and (GDP and 
population) growth forecasts by the statistical research institutes the Structural Fund volume 
will increase by about 4% (2006 = 3.7%, 2014 = 4.8%) following the accession of the nine 
ACC13.

On the very likely assumption that all regions of the nine ACC remain below the 75% 
threshold over the next programming period, on the basis of an absorption limit of 4% of 
national GDP, subsidies to these countries would rise from € 8.5 billion in 2007 to € 25.5 
billion in 2014, that is to say 49.8% of the Structural Fund budget. Examination of the current 

  
10 'The impact of ageing on public expenditure: projections for the EU-25 Member States on pensions, 
healthcare, long-term care, education and unemployment transfers (2004-2050)', European Commission, 
Directorate-General for Economic and Financial Affairs, Special Report No. 1/2006, 13.2.2006
11 Council of the European Union, conclusions of the meeting of 15/16 June 2006 (Doc. 10633/1/06 of 
17.7.2006)
12 'Future Enlargement and Cohesion Policy', communication from the Structure and Cohesion Policy 
Department IP/B/REGI/NT/2006_08, November 2006
13 'Implications of future enlargements for EU regional policy, calculations and observations regarding future 
Structural Fund allocation', GEFRA Institute for Financial and Regional Analysis, November 2006
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2007-2013 funding period throws the problem into even sharper relief. In order to provide the 
Structural Fund investments now considered necessary, a budget of € 150.2 billion14 would 
have to be earmarked for the nine ACC.

Such a Structural Fund increase is politically unrealistic. A corresponding linear reduction in 
funding for recipient countries to date is equally improbable. For example, Poland would over 
the current period be required to accept a reduction of € 59.7 billion bringing it down to € 
30.6 billion.

The figures are merely intended to illustrate the dimensions of the problem. At the same time, 
an immediate 4% absorption rate in every case is improbable, although it is a major short term 
objective for the applicant countries. Furthermore, the enlargement scenarios described will 
not occur immediately. The statistical effects of the accession of Romania and Bulgaria in 
2007 will in any case be calculated into the next programming period. Similarly, the 
Community must consider the impact of the EU accession sought by the nine ACC, allowing 
also for the possibility that it could occur before full economic alignment in most of the 
present convergence regions. 

Judged by any standards, Turkey is a special case. It is estimated that, if Turkey were now an 
EU Member State, it would be receiving 27.3% of Structural Fund appropriations, an annual 
amount of € 16 billion, corresponding to Commission estimates based on growth rates of 
4.5% for 2024 accompanied by a 4% absorption rate of an annual contribution of € 22.4 
billion15. According to other estimates, by 2025 Turkey would be receiving € 26 billion 
annually for Structural Policy measures alone16.

Implications regarding eligibility for funding in the EU-25

If the ACC were now members, it is estimated that more than one-third of the regions now 
receiving funding would lose their 'Objective 1 region' status17. Only in the Baltic States and 
Slovakia would the eligible regions be spared any sacrifice, while Italy, Germany, Malta, 
Spain, Greece and France, on the other hand, would be the most affected. Greece, Cyprus and 
Slovenia would be excluded from the Cohesion Fund (90%), while the Czech Republic would 
be close to exceeding the 90% limit. Tables 3 and 4 in the Annex give a survey of the effects 
of successive accessions.

III. Questions for the report and initial observations by the rapporteur

The forecasts given show that accession of the candidate countries will once more greatly 
widen regional discrepancies in terms of wealth. The resulting challenge for a cohesion policy 
seeking to achieve regional equilibrium will be compounded by an overstretched budget and 
increasing global competition, not to mention the increased expectations regarding an 

  
14 'Impact of future enlargement on EU Regional Policy, calculations and explanations concerning the future 
distribution of the Structural Fund, GEFRA Institute for Financial and Regional Analyses, November 2006 
15 'Implications of future enlargement on EU Regional Policy, calculations and observations concerning the 
future allocation of the Structural Fund, GEFRA Institute for Financial and Regional Analyses, November 2006
16 'EU accession of Turkey cost of the agricultural policy' Harald Grethe. Humboldt University, Berlin 
Agrarwirtschaft 54 (2005) Vol. 2/2005.
17 'Future Enlargement and Cohesion Policy', communication from the Structure and Cohesion Policy 
Department IP/B/REGI/NT/2006_08, November 2006, see table 3 in Annex
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effective contribution by European structural policy to the Lisbon Strategy. As a result the 
challenges to European Regional Policy will outstrip the funds available. Therefore, a new 
graduated regional policy programme and new efficiency criteria must be encouraged. To this 
end, the own-initiative report offers the following initial considerations.

Future accession scenarios and graduated models for European regional policy

• The rapporteur takes the view that if enlargement of the Community were effectively 
paid for by ending the funding eligibility of an increasing number of regions in the 
existing EU-15, EU-25 or EU-27, this would infringe the principle of European 
solidarity. Such a move is only acceptable where, as it is the case for Ireland,
convergence has been achieved on a sustainable basis, being respected.

• The accession of Romania and Bulgaria has been decided. The EU will need to reply 
very strict criteria regarding the transparency of funding. However, the statistical 
effect will make transitional funding necessary in particular for regions in Italy, 
Germany, Greece, Spain, France, Malta and Poland. The accessions will initially have 
no effect on the regions at national level regarding the Cohesion Fund (90%).

• The question of Croatian accession poses further challenges for the European Union. It 
is estimated that a 4% absorption rate would, from 2014, mean a structural aid of 
almost € 2 billion annually. The accession would not affect the situation at regional 
and national level regarding funding. Per capita GDP, amounting to 48% (of the EU-
25), is relatively high and could rise to 62% by 2013. In view of this, medium-term 
assimilation into the Community structural policy seems possible. Pre-accession aid 
should be concentrated on priming the Croatian authorities so that they are in a 
position to use structural policy instruments with accordance with the needs of the 
moment.

• Turkey constitutes a major challenge in every respect. Present structural Fund rules 
have never been applied to country of similar size and comparable economic strength 
and with such acute regional differences. A 4% absorption rate appears neither 
affordable (costing at least € 16 million annually) nor, in view of administrative 
capacities, practicable. Hence, full assimilation of Turkey into the financial 
mechanisms of the Structural Fund is not possible in the foreseeable future. The 
introduction of specific procedures is justified.

• One way forward might be to concentrate pre-accession aid initially on specific areas 
of support (integrated sectors, equal opportunities) or regions (with particularly 
suitable points in common), an approach which could be progressively developed 
further.

• Depending on the political progress of the accession negotiations, this graduated 
regional policy approach could form part of a special or upgraded 'EEA+' membership 
for Turkey.

• Among the Western Balkan countries, Macedonia and Bosnia-Herzegovina are best 
placed to benefit from Community regional policy measures. Here, the basic condition 
for greater EU commitment is less of a financial nature and much more concerned 
with political progress in many fields. Here also pre-accession aid should be devoted 
primarily to specific areas of regional policy as part of graduated approach.
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Encouraging a greater sense of responsibility at regional and national level

• With a view to achieving an efficient and effective structural policy, the EU could, to a 
much greater extent, act as a guarantor (providing loan finance) rather than a donor 
with regard to both graduated model and the 'classic' form of regional aid. The 
leverage provided by loan financing will even with limited funds, guarantee the 
continued effectiveness of regional policy .

• However, loan financing must not be the principal form of aid, since the objective is to 
strengthen the recipients in financial terms. Particularly backward areas must therefore 
continue to be accorded more favourable terms for grants and loans.

• It is also necessary to encourage a greater sense of responsibility on the part of 
Member States and project developers by requiring them to contribute more. EU 
funding of up to 85% could be counterproductive in such cases. Larger financial 
commitment on the part of the regions will result in priority being given to the most 
urgently needed projects.

Linking of funding to growth-oriented national economic policy

• The success of European structural policy can only be assessed in the context of 
national economic policies. If they result in excessive treasury deficits or if public 
expenditure is insufficiently growth-oriented, the benefits of the EU structural funds 
are in danger of being lost. Funding must therefore be made dependent on sound 
growth policies, to be defined by means of quantifiable indicators.

Operating subsidies: Avoiding deadweight effects and restoring transparency

• According to scientific studies, the economic benefits of operating subsidies are being 
lost almost entirely. Furthermore, they are only a secondary consideration in deciding 
on project location. Measures must be taken to avoid deadweight funding by the EU.

• A successful review of political objectives depends on sufficient transparency as to 
how and where structural fund appropriations are being used. Funding transparency 
should also be increased by following to the letter the requirements of the 
implementing regulation regarding disclosure of the final beneficiaries of operating 
subsidies.

Strengthening the international dimension of growth-oriented structural policy

• For the sake of efficiency, it is necessary to identify the areas in which European 
structural policy is particularly conducive to growth and economic and regional 
internationalisation. Programmes seeking to strengthen regional competitiveness are 
an example of this, but must, at the same time, be conditioned to a greater extent by 
criteria such as the SME internationalisation or by infrastructural components 
particularly conducive to growth. Here also, this should result in increased emphasis 
on loan financing.

• The European Social Fund (ESF) should be developed still further across the board to 
cushion the effects of not only the globalisation but possibly also the consequences of 
demographic change and resulting regional migration.

Conclusion
The enlargements under consideration considerably exceed the scope of the last EU-10 round
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of accessions. Waning growth, accompanied by the changing circumstances caused by 
globalisation and demographic prospects, make the need for a structural policy geared to 
equalisation and growth all the greater.

Under present Community funding criteria, cohesion policy is presented with the choice of
either excluding many of the current recipient regions from funding or massively increasing 
the funds available for structural policy. Neither alternative seems politically viable.
Cohesion policy can continue to pursue the same objectives only if reforms are adopted to 
achieve greater efficiency, transitional funding and graduated regional structural policy 
models designed to assimilate the successive candidate countries. However, this process 
depends as much on the absorption capacity of the Community as on progress by the 
candidate countries in other major political areas.
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Annex: graphs and tables

Table 1: Effects of future enlargements on the EU

Effects of enlargement. EU-25 (2005) =100
EU-25 EU-27 + Croatia + Turkey + W. Balkans

Population 100% 106% 107% 123% 127%
Area 100% 109% 110% 130% 135%
GDP  (€) 100% 101% 101% 104% 104%
GDP per capita (€) 100% 95% 94% 84% 82%
Source: Based on data taken from EUROSTAT, and, for some Western Balkans countries, on data 

taken from National sources (See section 7.1. Sources).

Source: Future Enlargement and Cohesion Policy, Note of the Policy Department Structural and Cohesion 
Policies IP/B/REGI/NT/2006_08

Graph 1: Effects of future enlargements on the EU
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Table 2: Potential share of candidate countries in structural funds payments 2007-2014
2007 

(bn. €)
Share 

in the budget
2014 

(bn. €)
Share 

in the budget
EU-34-Budget 42,9 100,0% 51,2 100,0%
Share by Country/ Group of Countries
1.) Romania/ Bulgaria 3,8 8,8% 5,2 10,2%

thereof Bulgaria 0,9 2,2% 1,3 2,5%
thereof Rumania 2,9 6,7% 3,9 7,7%

2.) Turkey 11,7 27,3% 16,3 31,8%
3.) Croatia 1,3 3,0% 1,8 3,4%
4.) Rest of  Western Balkan 1,7 3,9% 2,2 4,4%

thereof Albania 0,3 0,7% 0,4 0,7%
thereof Bosnia & Herzegovina 0,3 0,7% 0,4 0,8%
thereof Serbia & Montenegro 0,9 2,1% 1,2 2,4%

thereof Macedonia 0,2 0,5% 0,2 0,4%
CandidatesCountries-9, total 18,5 43,1% 25,5 49,8%

Annotation: Calculated on the basis of a 4% absorption rate and assuming a share of about 37% of the EU-
structural funds in the total EU-budget
Source: The impact of future enlargements on EU regional policy calculations and observations regarding future 
structural fund allocation. GEFRA Institute for Financial and Regional Analyses, November 2006

Table 3: Effects in the eligibility of the EU-25

Number of EU-25 regions with GDP (PPS) <75% of average EU-25
Member State EU-25 EU-27 + Croatia + Turkey + W. Balkans
EU-25 60 48 48 42 39
Czech Republic 7 7 7 7 6
Germany 4 1 1 0 0
Estonia 1 1 1 1 1
Greece 5 3 3 2 2
Spain 2 1 1 1 0
France 4 3 3 2 2
Italy 5 2 2 0 0
Latvia 1 1 1 1 1
Lithuania 1 1 1 1 1
Hungary 6 6 6 6 5
Malta 1 0 0 0 0
Poland 16 15 15 15 15
Portugal 4 4 4 3 3
Slovakia 3 3 3 3 3
Source: Based on data taken from EUROSTAT, and, for some Western Balkans countries, on data 

taken from National sources (See section 7.1. Sources).

Source: Future Enlargement and Cohesion Policy, Note of the Policy Department Structural and Cohesion 
Policies IP/B/REGI/NT/2006_08
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Table 4: Potential statistical effects on the Cohesion Fund 

Potential statistical effects on the Cohesion Fund
GDP (PPS) per capita. % EU-25. 2005

EU-25 EU-27 + Croatia + Turkey + W. Balkans
Belgium 117% 122% 122% 134% 137%
Czech Republic 74% 76% 77% 84% 86%
Denmark 124% 128% 129% 141% 145%
Germany 109% 113% 113% 124% 127%
Estonia 60% 62% 62% 68% 70%
Greece 82% 85% 85% 93% 96%
Spain 98% 102% 102% 112% 115%
France 109% 112% 113% 124% 127%
Ireland 137% 142% 143% 156% 161%
Italy 103% 106% 107% 117% 120%
Cyprus 83% 86% 86% 94% 97%
Latvia 47% 49% 49% 54% 55%
Lithuania 52% 54% 54% 59% 61%
Luxembourg 247% 256% 257% 282% 289%
Hungary 61% 63% 63% 69% 71%
Malta 69% 72% 72% 79% 81%
Netherlands 124% 128% 129% 141% 145%
Austria 122% 126% 127% 139% 143%
Poland 50% 52% 52% 57% 58%
Portugal 71% 74% 74% 81% 83%
Slovenia 80% 83% 84% 92% 94%
Slovakia 55% 57% 57% 63% 64%
Finland 113% 117% 118% 129% 132%
Sweden 114% 118% 119% 130% 134%
United Kingdom 116% 120% 121% 132% 136%
Source: Based on data taken from EUROSTAT, and, for some Western Balkans countries, on data 

taken from National sources (See section 7.1. Sources).

Source: Future Enlargement and Cohesion Policy, Note of the Policy Department Structural and Cohesion 
Policies IP/B/REGI/NT/2006_08


