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I Introduction

The European Union (EU) of today, shaped by enlargement and deepening, has
seen the number of its Member States increase steadily during four successive
enlargements. This broadening of the membership has also gone hand in hand —
albeit with a certain time lag — with substantive improvements in many policy
arcas. At the present juncture, the EU again rises to the challenge of having to
balance out enlargement and deepening. It became clear already a few years ago
that — given its decade-long evolution and the extension of its mandate — the EU
would have to undergo a number of reforms to safeguard its future operability
and improve the decision-making procedures within its institutions. The EU’s
reform agenda is geared toward underpinning in particular its economic and
monetary position in the global economy.

Never before has the EU been faced with such a sizeable enlargement,
namely of up to 12 new Member States from today’s perspective. Compared
to the current EU-15, the requirements for decision-making procedures are set
to soar in an enlarged Union. In addition, the accession countries differ sig-
nificantly from the present EU Member States in economic terms, which could
render decision-making even more difficult.

In this light, already the Maastricht Treaty envisaged a revision of the
Treaties on which the Union is founded (Article N), under which institutional
reform was to account for a bigger enlargement of the Union. Institutional
reform ideas finally fed into the Treaty of Nice. Y According to the Presidency
conclusions, the Treaty of Nice, which was finalized at the 2000 Inter-
governmental Conference (IGC), set the groundwork for the inclusion of
new Member States. Yet, failing to fully meet the objective to establish efficient
and democratic decision-making mechanisms, the outcome in many respects
fell short of expectations.

This study explores the implications of enlargement for the individual
institutions and decision-making procedures in their present form, con51der1ng
both purely organizational issues and the European economic governance )
angle.

2 European Council

The European Council brings together the heads of state or government of
the EU Member States and shall increasingly concentrate on strategic goals
(Trumpf and Piris, 1999; European Council of Helsinki, 1999). In an
EU-27, i.e. a Union enlarged by 12 new members, some 65 delegates would
convene instead of today’s 40-odd. %)

1 If the Treaty is not ratified, the institutional provisions are bound to be incorporated into the “Institutions”
chapter of the accession treaties.

2 Governance encompasses “rules, processes and behaviour that gﬁrect the way in which powers are exercised at
European level, particularly as regards accountability, clarity, transparency, coherence, efficiency and effec-
tiveness.” (European Commission, SEC[2000] 1547/7).

3 At present the European Council meetings bring together the 15 heads of state or government accompanied by
theirforei(qn ministers (occasionally by the economics andfinance ministers), the president cypthe European
Commission accompanied by a commissioner, the Secretary-General of both the Council of the European Union
und the Commission as well as a limited number of representatives of the Presidency and the Council

secretariat.
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The decisions taken at European Council meetings are a major impetus in
defining the general political guidelines of the European Union. In addition to
this primary mandate, the European Council is responsible for coordinating,
reconciling (especially if the Council of the European Union fails to achieve
agreement) and taking final decisions on issues that are key to the EU, such as
treaty revisions, enlargement, or the medium-term financial outlook. Its arbi-
tration function may well come to play a greater role in an enlarged Union.

Since the mid-1990s more and more attention has been paid to tightening
economic policy coordination within the EU, notably against the backdrop of
subdued economic growth and weaknesses on Europe’s labor markets, techno-
logical progress, the liberalization and internationalization of the economy, and
last but not least the beginning of the third stage of Economic and Monetary
Union (EMU) in January 1999. In the light of these developments, the Euro-
pean Council meetings have increasingly laid down common positions on par-
ticular economic policy issues since the mid-1990s. As of 2001, the European
Council has been convening an additional meeting in spring, which is almost
exclusively dedicated to boosting the EU’s economic policy performance. The
procedures for economic policy coordination outlined in the Treaty establishing
the European Community (TEC) have since then been extended to comprise
the following instruments:

— economic policy coordination based on the Broad Economic Guidelines
(Article 99 TEC);

— budget policy monitoring in line with the Stability and Growth Pact;

— structural labor market reforms according to the Employment Guidelines
and national action plans (Luxembourg process);

— structural reforms on product, capital and services markets (Cardiff proc-
ess);

— implementation of a balanced macroeconomic policy mix through a regular
dialogue between government representatives, the European Central Bank
(ECB), the social partners and the European Commission (Cologne proc-
ess);)

— improvement of the functioning of the Single Market and elimination of
fragmentation and inefficiencies such as to transform the EU into “the most
competitive and dynamic knowledge-based economy in the world” by 2010
(Lisbon strategy).

Instruments of economic policy coordination range from ex ante coordina-
tion of joint measures, multilateral monitoring, ex post evaluation and recom-
mendations, open coordination, peer pressure and common positions for the
external representation of the euro area to an open dialogue among economic
policymakers.

The economic policy meetings of the European Council are likely to gain in
importance in an enlarged Union. While debates take up a great amount of time
even today, in an EU-27 it will probably be almost impossible to arrive at
decisions on economic policy guidelines. Chances are that instruments which
are based on an agreement of the European Council, such as the open coordi-
nation method, will be applied to many issues of economic policy coordination.

1 The Luxembourg, Cardiff and Cologne processes represent the three pillars of the European Employment Pact.
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Such a development would, however, prove somewhat problematic for democ-
racy in the EU.

Besides, the enforceability of measures on economic policy coordination is
limited.

3 Council of the European Union')

In contrast to the European Council, the Council of the European Union, a key

legislative body composed of one representative at ministerial level from each

Member State, is at the center of the Union’s reform drive. In particular, the

reform agenda addresses the weighting of votes for decisions taken by qualified

majority and the extension of qualified majority voting plus the Council’s
working methods with a view to increasing efficiency and coherence.

a) Qualified majority voting
In law, the Council takes decisions under the first plllar ) mainly by qualified

majority. In fact, votes are taken only for about 10% of decisions, but as this
method would allow Member States to form a blocking minority, the partic-
ipants in the meetings are ready to make concessions, and in most cases this
results in a consensus (Maurer, 2001). In an enlarged Union the number of votes
to be taken could rise.

In the previous enlargements of the European Community/Union, when
above all small and medium-sized countrles acceded, the voting powers of the
large Member States lost in weight. *) Since primarily smaller countries will be
joining the EU in the upcoming enlargement, continuing the present system of
weighted votes would have meant that certain decisions could be taken by the
majority of votes while being backed only by some 50% of the EU’s population
(Giering, 2001; Hergenhan, 2001).

In line with the Treaty of Nice, as of January 1, 2005, three criteria will have
to be met for decisions to be adopted:

— A qualified majority threshold of 169 (EU-15) or 255 (EU-27) votes
(71. 31% and 73.91%, respectively, and a blocking minority of 69 or 91
votes). )

— A simple majority of Member States; if the Council does not act on the
initiative of the European Commission, agreement by at least two thirds of
Member States is mandatory.

— The qualified majority must represent 62% of the entire EU population (this
will be verified on request only).

The number of votes allocated to each Member State was changed: All
Member States were attributed more votes, but the most populous countries

1 Commonly referred to as “Council of Ministers.”

2 The first pillar refers primarily to Single Market legislation and EMU.

3 In 1958, Germany and France held a combined 48% ofvotes in weighted majority voting; thisﬁgure was
reduced to 34% after the first, 32% after the second, and 26% after the third enlargement. In today’s EU-15
their share amounts to 23% (Berger, 1998).

4 Ifon January 1, 2005, not all accession countries will have yet joined the EU, the qualified majority threshold
will be increased in sync with the accessions. The threshold would in that case start from a percentage below the
current one and progress to a maximum of 73.4%. In a Union of 27 Member States, the blocking minority
would mount to 91 votes (see Declaration No. 21).
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received a higher proportion of votes (at a ratio of almost 1:10). The accession

countries were factored in as well:

— Germany, France, Italy, United Kingdom: 29

— Spain, Poland: 27

— Romania: 14

— the Netherlands: 13

— Belgium, Greece, Portugal, Czech Republic, Hungary: 12

— Bulgaria, Austria, Sweden: 10

— Denmark, Finland, Ireland, Lithuania, Slovak Republic: 7

— Estonia, Latvia, Luxembourg, Slovenia, Cyprus: 4

— Malta: 3
The new voting rule renders decision-making more difficult, however:

— By raising the qualified majority threshold from currently 71.26% to
71.31% for the EU-15 and to 73.91% for an EU-27: In a Union of 27
Member States it will thus become easier to block decisions (Felsenthal and
Machover, 2001).

— By introducing two new criteria (Member States and population): In an
EU-27, the 13 largest states cannot carry a decision because they cannot
muster the required numerical majority (Baldwin et al., 2001a). For
instance, in an EU-27 Germany and two other large states will be able to
block the adoption of a decision because of the 62% population criterion (at
87 votes, they will not, however, have a blocking minority, which would be
decisive under the current voting rule).

The new procedures adopted in Nice will, thus, not really make Council
decision-making more efficient.

It is unclear what potential coalitions and interactions between Member
States might imply for the decision-making process: The 12 euro area Member
States, for instance, have a blocking minority, but they fall short of a qualified
majority by 64 votes. At a combined 237 votes, the EU-15 can, by contrast,
muster the required majority even in an enlarged EU-27 (in addition to the
blocking minority) provided they get an additional 18 votes. The 108-vote-
strong blocking majority of the accession countries could theoretically become
significant when the accession countries call for reopening e.g. issues associated
with the EU budget.

b) Extension of qualified majority voting
Under the unanimity rule, each Member State has a right to veto. As the

number of Member States rises, the likelihood of a Member State making use of
its veto grows as well. In an enlarged EU, decisions requiring unanimity are
likely to be more difficult to come by. To ensure that the EU continues to
function effectively, the Treaty of Nice extended the scope of qualified majority
voting by some 30 items, which fell considerably short of the original target
though.

Apart from that, no or only little progress was made regarding the extension
of qualified majority voting to key policy issues, such as EMU, taxation,l) social

I As a consequence, it seems unlikely for the EU body of law on taxation to be advanced substantially in the next
years, as enlargement is bound to raise the heterogeneity of interests in terms of taxation further. Besides, the
accession countries will be keen on upholding their favorable initial position and on retaining the right to

grant tax relief for investment as long as possible. (Part, 2001).
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and trade policies. As to EMU, four articles were changed over from unanimity
to qualified majority voting following a long debate: TEC Article 100 para-
graph 1 (economic measures to be taken in the case of difficulties in the supply
of certain products) and paragraph 2 (Community financial assistance),
Article 111 paragraph 4 (external representation of the euro area) and
Article 123 paragraph 4 (measures on the introduction of the euro). By con-
trast, unanimity still applies to TEC Article 105 paragraph 6 (transfer of bank-
ing supervision tasks to the ECB) and Article 111 paragraph 1 (agreement on
exchange rate regimes with third countries), which had also been under dis-
cussion.
c) Working methods of the Council

The rise in the number of Member States and concurrent extension of
tasks pose new challenges for the Council’s working methods. The format of
deliberations lacks in efficiency, the decisions taken at different Council meet-
ings lack coherence and the Presidency is faced with a very heavy workload.
As enlargement is expected to aggravate these weaknesses, numerous reform
proposals have been made in recent years, many of which do not imply an
amendment to the Treaty. It was, for instance, suggested to reduce the number
of Council formations') and informal gatherings of ministers, to establish a
special Council formation as a new policy coordination institution (“Ministers of
Europe”) and to overhaul the role of the Presidency.

3.1 Ecofin Council/Eurogroup

Even though the Council of Economics and Finance Ministers (Ecofin Council)
has been convening since the late 1950s, its status was greatly enhanced with
the onset of EMU; among other things, the Ecofin Council assumes the Euro-
pean Commission’s role as guardian of the Treaty in certain instances, namely
e.g. in monitoring the economic and budget policies of the Member States.
Since the Ecofin Council needs to be involved in all policy issues and measures
of the EU which could have significant economic and financial implica-
tions, reform proposals target e.g. a clear delimitation of its powers in
relation to other Council formations or the setting up of an Ecofin Council
secretariat.

In addition to the Ecofin Council as the official economic policy coordina-
tion forum, an informal body (i.e. lacking formal decision-making powers)
composed of the euro area ministers has been gathering since June 1998. This
group, called the Eurogroup, meets to deliberate on issues about fiscal
policy, the common currency and the joint external representation of the
euro area. The European Commission and the ECB are invited to participate
in the Eurogroup meetings; the non-euro area ministers are, however, only
invited when issues of mutual interest, such as taxation policy, are to be dis-
cussed.

In the past months new life was breathed into the discussion about an
upgrade of the Eurogroup’s status in connection with the idea of an “economic
government”: Already at the beginning of the 1990s, France — motivated by the

1 This is meant to improve the coherence and consistency of the proceedings and avoid the fragmentation of
EU activities.
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then dependency of the central bank on the government (the Banque de France
had to seek and take instruction from the Ministry of Finance) and its perception
that monetary policy was to serve as an instrument of general economic policy
— had called for a “gouvernement économique” as a counterweight to the ECB.
Above all Germany, however, adamantly opposed this plan, fearing interference
with the ECB’s independent monetary policy and, by extension, a weakening of
the euro exchange rate. In the end, the Eurogroup was established as a com-
promise.

In the spring of 2001, the French prime minister, Lionel Jospin, repeated
the call for an economic government, demanding that each Member State
consult its peers and give careful consideration to their recommendations
prior to taking major decisions which would influence the entire euro area.
In the same vein, Commission president Romano Prodi (2001) spoke out in
favor of establishing a “genuine economic government,” since the political
governance of EMU lacked both in efficiency and coherence and the ECB —
given the semiannual rotation of the Presidency — did not have a permanent
counterpart that could advise about the economic and financial situation of
the EU and its Member States from a European perspective. Yet, Prodi
insisted on investing the Commission with such powers, and not the Euro-
group.

Likewise, former Commission president Jacques Delors (2001) urged the
euro area finance ministers to empower the Commission president to hold
regular talks with the president of the ECB, as the Eurogroup was not suited
to balancing out economic and monetary policies. Delors, however, rejected the
idea of an economic government, since the lack of macroeconomic coordination
in the field of economic policy might also be redressed in another way. The rules
pertaining to the concept of “closer cooperation” (see section 7) could be
applied to EMU, which would enable the Eurogroup to improve the coherence
of its decisions.

According to the 12 finance ministers of the Eurogroup, economic policy
cooperation should be intensified further, but there is no need for an official
economic government and a harmonized economic policy. Chances are, how-
ever, that in an enlarged Union, the Eurogroup will gain a higher profile, as the
Ecofin Council will be less suited to take decisions on the euro area given the
increase in participants.

Thus, it cannot be ruled out that in the medium term the Eurogroup could
be invested with formal decision-taking powers. This could strengthen the role
of the European Commission as economic policy guardian of the Treaty to
ensure cohesion between the pre-ins and the euro area Member States.

3.2 External Representation of the Euro Area

On the eve of the introduction of the single European currency, the Vienna
European Council aimed at defining Europe’s role as a global agent. Specifically,
on EMU-related issues, the Community was to be given a single voice on the
world stage. Rules on the external representation of the euro area have only
been established for the representation in the G-7 meetings of finance ministers
and central bank governors, at the International Monetary Fund (IMF) and for
the composition of Ecofin Council delegations to third countries. Enlargement
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raises institutional questions only in terms of the Community’s effective func-
tioning at the IMF, as the rules on G-7 representation and Ecofin delegations are
clear-cut and do not entail expanding the number of participants in an enlarged
Union.

Principally, the members’ or constituencies’ quotas (capital subscriptions)
determine their voting powers in the IMF Executive Board. Besides, the coun-
try assigned the largest quota automatically hosts the IMF headquarters. At
present, the U.S.A. holds the largest capital subscription, namely some
17.50%, and thus also has a blocking minority for decisions taken by the
Executive Board of the IMF. The EU does not have a country member status;
the combined calculated quota of EU Member States equals 30.30% (euro area
Member States: 23.30%). The combined quota of an EU-25 would edge up
marginally to about 32.40% (EU-27: 33.20%).

Numerically speaking, the EU or the Eurosystem could therefore dominate
decision-making; in practice, this is frequently foiled as the EU Member States
fail to coordinate a common position to be held in the Executive Board. The
majority of accession countries already belongs to IMF constituencies chaired
by EU countries. The EU mainly has to rise to the challenge of orchestrating
its positions on international financial issues, such as the prevention and han-
dling of global crises, in a more efficient way. Here, decision-making in an
enlarged EU runs the risk of being dominated largely by the major Member
States.

4 European Commission

While the Council essentially serves as the decision-making body of the Mem-
ber States, the European Commission is the guardian of the Community’s
interests, as laid down in the Treaty. If the existing system had been left
unchanged, another enlargement wave to an EU-27 would have resulted in a
33-member-strong Commission.

At the Intergovernmental Conference of Nice, a decision on the definitive
number of Commission members was to a certain degree deferred by adopting a
staggered approach. It was laid down that for the first new European Commis-
sion after January 1, 2005, each Member State shall appoint one representative
to the Commission. As of the first Commission taking office once the Union
reaches 27 Member States, there will be fewer commissioners than Member
States, and the commissioners will be selected by a system of rotation that will
be fair to all countries. A detailed specification of this rotation system and of the
future number of Commission members is due to be made by unanimous vote
of the Council once the accession treaty of the 27" Member State has been
signed.

The new system, which is rated to be rather half-hearted (Baldwin et al.,
2001a), is a compromise solution: Initially, each Member State retains its right
to a commissioner, which has the ranks of the Commission swell with each
accession and carrles the possible risk of weakening its decision-making struc-
ture. As of the 27" Member State, the considerations of the Member States in
favor of confining the number of Commission members become effective. As a
result, up to 12 countries may accede to the EU without institutional reform.
The deferral of the decision on how to organize the rotation system may,
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however, still lead to some friction: Certain fundamental details as to equitable
rotation were fixed already in Nice,") but one has to bear in mind that above all
the accession countries will be very reluctant to renounce their right to a
commissioner. For this reason, it remains to be seen whether the rotation
system will actually be implemented in the near future (Kraft, 2001). The
political weight of the European Commission is assumed to be particularly great
in the accession countries, as the Commission is in many respects their central
reference point in the EU.

To raise the effectiveness of an enlarged Commission, the Nice IGC
strengthened the position of the Commission’s president. His or her tasks are
now embodied in the Treaties: The president will determine the internal
organization of the Commission and allocate portfolios to the commissioners.
In addition, the president will appoint the vice-presidents following approval of
all commissioners, and a member of the Commission will have to step down if
the president requests this upon the Commission’s collective endorsement.

The nomination method applied to the European Commission has under-
gone changes, too. In particular, the president will in the future be appointed by
the Council, meeting in the composition of heads of state or government, by
qualified majority instead of by unanimity.

In the enlarged Union, the Commission will play a decisive role in pursuing
coherent long-term economic policy objectives and in ensuring compliance
with EU legislation to safeguard political cohesion within the EU. This said,
the role of the Commission in determining the agenda of the European Council
should be strengthened and the responsibility for implementing legislative acts
(overseen by the Council and the European Parliament) should be clearly
assigned to the Commission (Grevi, 2001).

5 European Parliament

a) Allocation of seats

The powers of the European Parliament have been extended substantially
over the past decade. Seat allocation per Member State is based on a principle of
digressive proportionality, meeting the principles of democratic representative-
ness and political equality to a limited extent only. A German member of the
European Parliament (MEP), for example, represents 828,666 voters, which
contrasts with a mere 71,500 per Luxembourg MEP (Maurer, 2001).

Left unchanged, these imbalances would have mounted further with
enlargement. An equitable seat distribution among the Member States in the
European Parliament is, for instance, not as important as in the Council of the
European Union. The European Parliament represents the peoples rather than
the countries of the EU. Apart from that, it is typically the transnational political
groups, in which the members sit according to their political affinities, that
shape the process of opinion forming, even though on certain issues a member’s
nationality may play a crucial role, too.

1 In line with Article 4 paragraph 3 Lyrthe Protocol, the Member States will be treated absolutely equitably in
determining the chronological order and length of the terms of office of the Commission members. The
composition of each body will have to reflect the demographical and geographical spectrum of all EU Member
States in an adequate way.
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The reallocation of seats decided in Nice, which also factors in the 12
accession countries, is to be applied to elections as of 2004. The number of
seats will be extended to 732, with the seats attributed to the current Member
States reduced from 626 to 535. The new system allocates seats as follows:
—  Germany: 99
— United Kingdom, France and Italy: 72
— Spain, Poland: 50
— Romania: 33
— the Netherlands: 25
— Greece, Belgium and Portugal: 22
— Czech Republic, Hungary: 20
— Sweden: 18
— Bulgaria, Austria: 17
— Slovak Republic, Denmark and Finland: 13
— Ireland and Lithuania: 12
— Latvia: 8
— Slovenia: 7
— Estonia, Cyprus and Luxembourg: 6
— Malta: 5

The new allocation of seats gives more weight to Member States” population
size than the previous system. ") There is, however, a striking difference between
the number of seats allocated to today’s Member States and the accession
countries: While Belgium, Greece and Portugal are assigned 22 seats each,
Hungary and the Czech Republic, which are as populous or — compared to
Portugal — even more populous, will have only 20 seats each. This issue might
lead to contentions between the current Member States and the ones to be, as
the question as to how many seats each accession country eventually attains will
be subject to the accession negotiations. In other words, the distribution agreed
at the Nice summit only represents the current Member States’ common
position.

b) Decision-making and codecision procedures

Qualified majority voting in the Council is closely related to the codecision
procedure introduced by the Maastricht Treaty, under which the European
Parliament and the Council act as equal coleglslators ) Short shrift was given
to this topic in Nice, and the outcome was thus unsubstantial. Given the
relatively broad extension of qualified majority voting, the pertinent literature
points out that the “democracy deficit” in the EU has rather widened (Giering,
2001).

At the bottom line, the Treaty of Nice has further increased the complexity
of the provisions on preparing, taking and implementing decisions: 16 different
decision-making procedures apply to the Council, and 11 to the European
Parliament. There are a total of 38 possible combinations of vote-taking by

1 Baldwin et al. (2001) pinpoint a shift in the ratio of the principles of equally weighting each Member State
and each national constituency, as reflected in the reallocation of seats from 22 (Member States) to 78 (voters)
to 3 to 97 and, in an EU-27, to § to 92.

2 There are, however, also provisions which allow for both codecision and unanimity in the Council (Articles 18,

42, 47, 151 TEC).
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the Council and the European Parliament, 22 of which are of a legislative nature
(Wessels, 2001). Reform proposals aim above all at simplifying the qualified
majority voting procedure in the Council and at applying it more broadly and
together with the codecision procedure of the European Parliament. These
efforts, geared toward strengthening the European Parliament, contrast with
developments rather lessening its influence: The European Commission, for
instance, stresses “the need for close coherence between the use of different
policy instruments and for more thought to be given to their selection” to
improve the quality and efficiency of regulatory measures, calling in particular
for stepped-up use of framework directives and for “leaving the executive to fill
in the technical details via implementing ‘secondary’ rules” (European Com-
mission, COM (2001) 428 and (2001) 726).") Even a less efficient Council
would undermine the position of the European Parliament, as this would result
in a reduced number of legislative procedures and, concomitantly, less political
clout for the Parliament (Baldwin et al., 2001a).

The Parliament has very little say in EMU-related issues (among other things,
the right to give an opinion on monetary issues, participate in the nomination of
the ECB’s Executive Board, and hold the ECB accountable), but it plays an
important role in determining the economic framework conditions of monetary
policy, such as Single Market affairs, via the codecision procedure.

Reforms, though desired by the European Council, might, however, get
stuck for a longer period of time in the complex decision-making process of the
EU (in this case between the Parliament and the Commission). The drive to
regulate securities markets was a case in point. The Lamfalussy report of
February 2001 on the regulation of European securities markets presented a
blueprint for reforming the legislative process, proposing, among other things,
to recognize two layers in the legislative framework: on the one hand, frame-
work principles to be decided by normal EU legislative procedures, i.e. pro-
posal by the Commission to the Council of Ministers/European Parliament for
codecision, and on the other, detailed technical measures taken by the Com-
mission with the help of two new comitology committees. At the second
(technical) level, the European Parliament is essentially limited to a supervisory
role (draft measures must not exceed the implementing powers provided for in
the basic instrument).

The European Parliament refused for almost a year to agree to this provision
and demanded that it “must be provided with a binding ‘call back’ or similar
appeal mechanism to refer the matter back to the Commission (...) to maintain
the parallelism of the codecision procedure and ensure effective parliamentary
oversight of the Securities Committee.” Thus, following a negative opinion of
the European Parliament, the Commission should withdraw its proposals and
submit a legislative proposal under the codecision procedure. The Commission,
however, argued that such a call back right for the European Parliament was not
compatible with the TEC as amended and that the Commission had committed

1 However, this should lead to modyﬁfing Article 202 TEC, which permits the Council alone to impose certain
requirements on the way the Commission exercises its implementing powers: As the codecision procedure applies
to many areas, the European Parliament should also have an equal role in supervising the way the Commission

exercises its executive role and thus be again put on an equal footing with the Council.

Focus ON AUSTRIA 2/2002 ONB 93



INSTITUTIONAL IMPLICATIONS OF EU ENLARGEMENT

IN THE AREA OF ECONOMIC AND MONETARY POLICIES

itself to considering the Parliament’s opinion as much as possible. Finally on
February 5, 2002, a compromise was forged.

6 European System of Central Banks

Establishing Economic and Monetary Union (EMU) was tantamount to formu-
lating a single European monetary policy, and the euro area Member States
transferred their monetary decision-making powers from the national to the
EU level. The Governing Council of the ECB, the highest monetary policy
decision-making body, will be impacted by enlargement just like the other
organs of the EU, albeit with a certain lag. The accession countries strive for
a rapid and full-fledged integration into EMU, yet they first of all have to achieve
durable convergence as laid down in the Maastricht Treaty. To qualify for EMU
membership, a country must have participated in the exchange rate mechanism
(ERM) of the European Monetary System (EMS) for a minimum of two years
while complying with the normal bandwidths. Therefore, from a legal perspec-
tive, the earliest possible date of entry into EMU is two years after EU accession.

The Governing Council presently consists of the six members of the Exec-
utive Board of the ECB and the 12 governors of the euro area national central
banks (NCBs). In this context, the decision-making process in the Governing
Council is of relevance: For monetary policy decisions only a simple majority is
required in law, with each member holding one vote. In fact, decisions have,
however, been taken unanimously to date. In addition decisions are to be based
on data covering the entire euro area, and special developments in individual
regions must not be considered.

An enlargement of the Eurosystem, i.e. of the countries participating in
monetary union, would under the current rule automatically increase the
number of voting members represented in the Governing Council. By means
of an enabling clause, the Nice European Council established the right to amend
the voting powers of the Governing Council members without the need to
convene an Intergovernmental Conference. The right of the Executive Board
members of the ECB and the governors of the NCBs to participate in Governing
Council meetings remains untouched though.

The Eurosystem is set to expand by countries differing widely in terms of
GDP. As a consequence, chances are that adjusting the Governing Council to
enlargement will not only be driven by efficiency goals, but will also aim at
ensuring the credibility of monetary policy decisions on financial markets and
acceptance by the population. After all, the simple majority procedure appli-
cable to monetary policy decisions allows for relatively speedy decision-making
even in an enlarged Governing Council.

7 Closer Cooperation

European integration has from the very beginning rested on the notion that all
Member States should equitably participate in progressive integration, even if
the principles of uniform and parallel integration have since been put in per-
spective, not least by EMU.

Following enlargement, Member States might, however, increasingly want
to choose the extent to which they will or can participate in the deepening of
integration.
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Closer cooperation offers the possibility of differentiated integration within
the institutional framework of the EU. The concept of closer cooperation was
improved substantially at Nice:

— The right of individual Member States to apply their veto in areas of the first
and third pillars, which include EMU and the Single Market, was abolished.
Such cooperation had already been under consideration in the area of tax
coordination.

— A group eligible for closer cooperation must comprise at least eight Member
States (before, a majority of Member States had been required, which, in an
EU-27, would have translated into 14 Member States).

A discrepancy remains, however, between the underlying rationale and the
scope of closer cooperation (Janning, 2001). Given the still rigid constraints of
closer cooperation — e.g. it must not be extended to new policy areas — its
usefulness as a basic instrument for deepening European integration seems to be
limited. Its effectiveness is probably highest for pushing through individual
legislative acts (Giering, 2001).

Similar proposals by German Foreign Minister Joschka Fischer (2000) for
generating a “gravitational center” and French President Jacques Chirac (2000)
for creating a “pioneer group” went beyond the Nice approach.

8 Conclusions

The composition and functioning of today’s EU institutions hark back to a
system that was established in the 1950s for a community of six Member States.
There is general agreement that this system fails to meet the new requirements
brought about by enlargement, especially in the light of the difficulties the EU-
15 is already faced with. Given the considerable uncertainties about the actual
and concrete pressures on institutional stability, the EU might be entering a
period of trial and error (Bainbridge, 2001). At any rate, the Nice European
Council established the formal prerequisites for ensuring that an EU of 27
Member States will continue to be able to take economic and monetary policy
decisions in an effective way. An in-depth analysis reveals, however, that the
EU’s current institutional setup has yet to undergo further adjustments.

The Council has evolved into a key body over the past few years. Yet, given
the institutional framework conditions currently in place, enlargement could
lead to a gridlock in economic policy decision-making, especially in the
Council. Over the medium term, the Eurogroup might gain even greater
influence in the area of economic policy coordination, albeit to a limited extent
since binding decisions may only be taken by the Council. However, in an
enlarged EU, particularly the European Commission will be critical to pursuing
long-term economic policy goals and to safeguarding political cohesion within
the EU.

In the future, the significance of closer cooperation could mount as an
instrument facilitating economic policy reforms. On the down side, this con-
cept runs the risk of leading to fragmentation. Given the nonbinding character
of the open coordination method, using this method in the area of economic
policy coordination will not completely offset the slowing down of decision-
making in the Council. By contrast, with its option of simple majority voting in
the Governing Council of the ECB, the Eurosystem disposes of a very efficient
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decision-making procedure. For the relationship between fiscal and economic
policies on the one hand and monetary policy on the other this could translate
into even greater pressure for monetary adjustment.

For lack of a common blueprint for the future of EU institutions, the
European Convention was convened by the Lacken European Council in
December 2001 to tackle these issues and submit recommendations and pro-
posals for reforms to the Intergovernmental Conference scheduled to take place
in 2004. Whatever proposals for institutional reform will be presented to and
considered by the IGC, they are poised to impact the future development and
success of EMU.

Bibliography

Andriessen, F. (1999). Advancing the Union. Report by The Independent Commission for the Reform of
the Institutions and Procedures of the Union (ICRI). November, www.icri.org.uk.

Arnaud, J.-L. (2001). A Chain of Command for Europe: Recommendations adopted by the European
Steering Committee of Notre Europe. In: European Union. The Reform of the Council of Ministers.
A seminar organized in Paris on September 4, 2000 by the Notre Europe research center and by the
Les Amis de L'Europe association, presided by Jacques Delors and Etienne Davignon. Report by
Jean-Luis Arnaud. February, 30—34.

Bainbridge, T. (2001). Treaty of Nice, March, www.knoweurope.net/html/ticker/0901_1.htm.

Baldwin, R. E., Berglof, E., Giavazzi, F., Widgrén, M. (2001a). Nice Try: Should the Treaty of
Nice be Ratified? (Monitoring European Integration 11), London.

Baldwin, R. E., Berglof, E., Giavazzi, F., Widgrén, M. (2001b). Preparing the ECB for Enlargement.
Policy Paper, No. 6, Centre for Economic Policy Research (CEPR), www.ceprorg.

Berger, R. (1998). Gewicht und Gleichgewicht der Staaten in den Institutionen der Européischen Union.
Doctoral thesis (law), Vienna.

Chirac, ). (2000). Notre Europe. Speech to the Deutsche Bundestag. Berlin, June 27,
www.europa-digital.de/aktuell/dossier/reden/chirac.shtml.

CONFER (4776/2000). Presidency note on the extension of qualified majority voting. Conference
of the representatives of the governments of the Member States, Brussels, September 28/29,
http://ue.eu.int/cigdocs/EN/477 6en.pdf.

Debate on the future of the European Union. http://europa.eu.int/futurum/indexen.htm.

Delors, J. (2001). Fir eine neue Dynamik im européischen Integrationsprozess. Politik und Gesellschaft
(International Politics and Society), No. 1, 3—11.

Dinan, D. (1999). Ever closer Union. An Introduction to European Integration, Houndmills/Basingstoke/
Hanpshire/London.

Dorau, C. (2001). Die Verfassungsfrage der Europaischen Union. Mdglichkeiten und Grenzen der euro-
pdischen Verfassungsentwicklung nach Nizza, Schriftenreihe Europdisches Recht, Politik und Wirtschaft
254, Baden-Baden.

Duff, A., Deubner, C. (2001). Die EU-Vertragsreform von Nizza: Von “left overs” zum “hangover'. SWP
—Aktuell 3, March, 1-9.

Durand, G. (2001). The Need for Council Reform. The Europe We Need. Working Paper, European
Policy Centre, September 27, 1-10, www.weltpolitik.net/texte/policy/verfassung/epc270901.pdf.
Dyson, K. (2002). European States and the Euro. Europeanization, Variation, and Convergence. Oxford.
Emmanouilidis, J. A. (2001). Nizza aus der Beitrittsperspektive. In: Weidenfeld, W. (ed.): Nizza in der

Analyse. Gitersloh, 263—304.

European Central Bank (1999). The institutional framework of the European System of Central Banks.

Monthly Bulletin, July, 55—63.

96

ONB Focus oN AUSTRIA 2/2002



INSTITUTIONAL IMPLICATIONS OF EU ENLARGEMENT
IN THE AREA OF ECONOMIC AND MONETARY POLICIES

European Central Bank (2000). The ECB's relations with institutions and bodies of the European
Community. Monthly Bulletin, October, 49—64.

European Central Bank (2001a). The ECB's relations with international organisations and fora. Monthly
Bulletin, January, 57—=76.

European Central Bank (2001b). The economic policy framework in EMU. Monthly Bulletin,
November;, 51—-65.

European Commission (2000). Factsheets of the Intergovernmental Conference 2000 covering
qualified majority voting, closer cooperation, extension of the codecision procedure.
www.europa.eu.int/comm/archives/igc2000.

European Commission (COM[2001]428). European governance. A white paper. July 25, 2001,
http://europa.eu.int/eurlex/en/com/cnc/2001/com2001_0428en01.pdf.

European Commission (COM[2001]726). Simplifying and improving the regulatory environment.
Communication from the Commission, Brussels, December 5.
http://europa.eu.int/comm/internal_market/en/update/slim/01-726en.pdf.

European Commission (COM[2001]728). Better lawmaking 2001 (pursuant to Article 9 of the
Protocol to the EC Treaty on the application of the principles of subsidiarity and proportionality).
Commission report to the European Council, Brussels, December 7.
http://europa.eu.int/eurlex/en/com/rpt/2001/com?2001_0728en01.pdf.

European Commission (SEC[2000]1547/7). White paper on European governance: Enhancing
democracy in European Union. Working programme, Brussels, October 11,
http://europa.eu.int/comm/governance/work/en.pdf.

European Commission (SEC[2001]99). Memorandum to the members of the Commission.
Summary of the Treaty of Nice. Brussels, January 18,
http://europa.eu.int/comm/nicetreaty/summaryen.pdf.

European Council of Helsinki (1999). An effective Council for an enlarged Union. Guidelines for
reforms and operational recommendations. December 10/11, http://ue.eu.int/en/info/main8.htm.
European University Institute (2000). A Basic Treaty for the European Union. A study of the reor-

ganisation of the Treaties. May 15, http://europa.eu.int/comm/archives/igc2000/offdoc/repofloen.pdf.

European University Institute (2000). Reforming the Treaties Amendment Procedures. Second
Report on the Reorganisation of the European Union Treaties. July 21, 2000,
http://europa.eu.int/comm/archives/igc2000/offdoc/repoflogn2.pdf.

Felsenthal, D. S., Machover, M. (2001). The Treaty of Nice and Qualified Majority Voting. 1—44,
www.Ise.ac.uk/Depts/cpnss/projects/nicegmv.pdf .

Fischer, J. (2000). Vom Staatenbund zur Féderation — Gedanken Uber die Finalitdit der
Européischen Integration. Speech presented at the Humboldt University, Berlin, May 12,
www.europa-digital.de/aktuell/dossier/reden/fischershtml.

Giering, C. (2001). Die institutionellen Reformen von Nizza — Anforderungen, Ergebnisse, Konsequen-
zen. In: Weidenfeld, W. (ed.). Nizza in der Analyse. Strategien flr Europa. Gutersloh, 51—144.

Grevi, G. (2001). A Strong President for a Strong Commission. The Europe We Need. Working Paper,
European Policy Centre, September 30, 1-9.

Hergenhan, ). (2001). Governance in the European Union after Nice, EUROCITIES Magazine No. 13,
spring, http://www.notre-europe.asso.fr/pages/noteJH2-en.htm.

Hodson, D., Maher, I. (2001). The Open Method as A New Mode of Governance: The Case of Soft
Economic Policy Co-ordination. Journal of Common Market Studies, Vol. 39, No. 4, November,
719-746.

Janning, ). (2001). Zweiter Anlauf — Die ,verstirkte Zusammenarbeit” im Vertrag von Nizza.
In: Weidenfeld, W. (ed.). Nizza in der Analyse. Giitersloh, 145—159.

Focus oN AUSTRIA 2/2002 ONB

97



INSTITUTIONAL IMPLICATIONS OF EU ENLARGEMENT
IN THE AREA OF ECONOMIC AND MONETARY POLICIES

Jospin, L. (2001). Zukunft des erweiterten Europa. Speech presented in Paris on May 28,
www.europa-digital.de/aktuell/dossier/reden/jospin.shtml.

Katterl, A., Part, P. (2000). Koordination der Wirtschaftspolitik in der EU. BMF Working Papers 1/2000,
Vienna, 1-58.

Kraft, D. (2001). Zur Zukunft der EU angesichts der bevorstehenden Erweiterung. Aus Politik und
Zeitgeschichte, 15/2001, 6—12.

Lommatzsch, K., Tober, S. (2002). Geldpolitische Aspekte der Erweiterung des Euroraums. DIW-
Wochenbericht 15/02, www.diw.de/deutsch/publikationen/wochenberichte/jahrgang02.

Ludlow, P. (2001). A view from Brussels. A Commentary on the EU. June, 1-23.
http://europa.eu.int/futurum/documents/contrib/cont220801.pdf.

Maurer, A. (2001). Der Vertrag von Nizza — Kurzanalyse im Lichte der Vertragsfortbildungen seit 1952,
1-42, www.unikoeln.de/wisofak/powi/wessels/texte/Nizza-AM.pdf.

Neisser, H., Verschraegen, B. (2001). Die Europiische Union. Anspruch und Wirklichkeit. Vienna/
New York.

Part, S. (2001). Der Vertrag von Nizza: Ein Wegweiser fur die Europaische Integration? BMF Working
Papers 1/2001, Vienna, 1—44.

Prodi, R. (2001). For a strong Europe, with a grand design and the means of action. Speech at the Institut
d'Etudes Politiques, Paris, May 29. www.europa.eu.int/futurum/documents/speech/sp290501en.pdf.

Scheich, M. (2001). Erweiterung und institutionelle Reform der Europdischen Union. Ein Beitrag aus
politischer Sicht. In: Hummer, W. (ed.). Rechtsfragen in der Anwendung des Amsterdamer Vertrages.
Vienna, 283—295.

Schneider, H. (2002). Die Erweiterung der Europdischen Union: Konsequenzen fir die Institutionen
der EU. Vortrag, Europiisches Forum Alpbach: Europa und Osterreich aus der Sicht von Akteuren.
Innsbruck, January 23—26.

Siebert, H. (2001). Europe — Quo Vadis? Reflections on the Future Institutional Framework of the
European Union. Kiel Working Paper No. 1064, July, 1-55,
www.uni-kiel.de/IfW/pub/kap/2001/kap1064.pdf.

Solana, J. (9518/2001). Preparing the Council for enlargement. Report from the Secretary-General/High
Representative to the European Council. Brussels, June 7,
http//mwww.eu2001.se/static/eng/eusummit/report_modern.pdf.

Solana, J. (15100/2001). Preparing the Council for enlargement. Interim report from the Secretary-
General/High Representative to the European Council. Brussels, December 7,
http://ue.eu.int/pressData/en/misc/DOC.68860.pdf.

Trumpf, )., Piris, J.-C. (SN 2139/1999). Operation of the Council with an enlarged Union in prospect.
Report of the working party set up by the Secretary-General of the Council. Brussels, March 10.

Weise, C., Banse, M., Bode, W,, Lippert, B., Nolle, F., Tangermann, S. (2001). Reformbedarf
bei den EU-Politiken im Zuge der Osterweiterung der EU. Deutsches Institut fir Wirtschaftsforschung
(DIW), Study for the Federal Ministry of Finance, Berlin/Gottingen, May.

Weizsicker, R. v., Dehaene, J.-L., Simon, D. (1999). The institutional implications of enlargement.
Report to the European Commission. Brussels, October 18, 1-3,
http://europa.eu.int/igc2000/report99_en.pdf.

Wessels, W. (2001). Nice Results: The Millenium IGC in the EU's Evolution. Journal of Common Market
Studies, Vol. 39, No. 2, June, 197-219.

Zbinden, M. (1999). Die Institutionen und Entscheidungsverfahren der Europdischen Union nach
Amsterdam. Bern, 1999.

98

ONB Focus oN AUSTRIA 2/2002



