EU-enlargement: Chances and challenges for Austria

The ratification of the EU-accession treaties by the Austrian Parliament on December 3rd 2003 is an important step by which Austria took a clear position in favour of the EU-25. Politics thereby finally paved the way for the enlargement process of the European Union, a process that has been implemented and lived by the economy in Austria and the new Member States for many years.

EU-enlargement – a major chance for Austria

The new Member States offer a big chance for Austria:

· Growth rates being twice as high as in the old Member States – growing markets directly “in front of the door”

The latest forecasts show a growth rate in the new Member States (2003: 3,6%) being significantly above the EU-average (2003: 0,8%). For the year 2004 a growth rate of 4% in the new Member States compared to 2% in the old Member States is expected.

In view of this dynamic in the new Member States we suggest a steady growth rate of about 4% during the coming years, that will then decrease continuously to about 3% until the year 2010.

EU-prognostics even suggest an increase in the purchasing power to up to 20% until the year 2015 in the new member States, while the purchasing power in Austria will stay more or less the same during that period.

· Large Investments in the new member States are to be expected

Environmental and infrastructure investments in the new Member States will make up nearly 200 bn. Euro in the coming years. Being a neighbouring high technology country with close economic ties Austria has very good chances to be successful in the producing and supplying sector.

a) Environmental area: estimations at up to 125 bn. Euro

All new Member States have very ambitious environmental programmes. Between 2010 and 2015 the correspondence with EU-standards will be achieved. A European Commission study estimates the costs for adaptations due to the accession treaties in the new member States who joined the EU in May 2004 at between 93 and 125 bn. Euro.

As these sums mean a large burden for the national budgets and the co-financing EU-budgets, transition periods for the implementation of the EU-Acquis have been stretched until the year 2015.

In many cases additional measures have to be taken into consideration, e.g. thermal redevelopment of buildings alone is estimated at 7 to 14 bn. Euro in the Czech Republic.

b) Infrastructure: 70 bn. Euro

Investment costs necessary for a modernisation of the primary transport infrastructure in the new member States are estimated at 70 bn. Euro, whereat 90% of these costs cover railway and road.

· One of the major pillars for Austrian Foreign Trade    

In 2003 again our future EU-partners were one of the most important pillars for our foreign trade: not less then 12,7% of Austrian exports went to that region – volume: 10 bn. Euro – a plus of 3% compared to the period last year. This way the balance sheet compared to exports world-wide and exports to the old EU Member States is far better: world wide exports increased only by 1,4%.

Imports from the new EU member States make up 10,75% of the overall imports. In 2003 with 1,4 bn. Euro the trade balance was again clearly positive. And while the world wide export volume doubled during the last ten years (1994: 37,2 bn. Euro to 2003: 78,5 bn. Euro), the export volume to the new EU Member States nearly tripled (1994: 3,8 bn. Euro to 2003: 10 bn. Euro)

The economic dynamic in the new EU Member States can be imported to Austria via Austrian export activities.

The percentage of exports to the new member States increased with the opening of the Eastern European Countries from about 4% (1980s) of the overall exports to 10% at the time when we joined the EU (1995) and was since extended to 12,7% (2003). The Austrian Federal Economic Chamber expects a further increase of this share of at least 14% until 2007. Meanwhile the old Member States’ share in our foreign trade decreased since 1995 from 66% to 60% in 2003.

During the last years Austria was able to defend its substantial market share of 4,2% against the world wide competition in the new Member States . This shows the solid basis and the dynamics of Austrian enterprises in these countries and should be maintained during the coming years although competition will increase.

· Especially for Austrian Enterprises, having established already more than 11.000 subsidiary companies in the new Member States, the growth potential is excellent. A strong strategic enlargement of these establishments is to be expected as massive EU-subsidies in the new Member States can and will be fully used.

· With only a 2% share in the EU-population Austria

· realises about 9% of the overall EU trade with the new Member States

· and  disposes of a share of 13% in EU-investments in the new Member States.

· Austria is the top-investor in the ten new member States:

Following Eurostat in 2001 the old Member States invested 16,9 bn. Euro in the new Member States. Austria’s share in 2001 was 2,25 bn. Euro, which means 13% of the overall EU-investment volume.

In 2002 Austrian Enterprises invested 2,53 bn. Euro in the new Member States. Austria is the number one in Slovenia, in all other middle- and eastern European countries it is under the “top-five”, except in Poland (number 15) and in the Baltic countries (number 22).

Where investments take place, exports follow.

Austrian banks have a leading position in the new Member States – an advantage for SME, who can make the step into the new countries together with their “home bank”. With a total market share of 27,6% Austrian banks leave their competitors from Italy (14,6%) and Belgium (11,9%) far behind.

EU-enlargement – a challenge because of stronger competition

The new Member States will receive 21,75 bn. Euro from EU-subsidies from 2004 until 2006 – Austria only 0,8 bn. Euro 

The ten new Member states will be integral Objective 1 regions (except Prague and Bratislava) from next year on. In the framework of the structural (14,15 bn. Euro) and the cohesion funds (7,6 bn. Euro) they will receive from January 1st 2004 until the end of 2006 about 21,75 bn. Euro.

Czech Republic:
  2,3 bn. Euro

Hungary:

  2,8 bn. Euro

Poland:

11,3 bn. Euro

Slovak Republic:
  1,5 bn. Euro

Austria: 

  0,8 bn. Euro

Compared to that Austria receives in the framework of the Objective 1, 2 and 3 regions currently around 217 mio. Euro per year. That means 0,65 bn. Euro from 2004 until 2006 and 0,8 bn. Euro including Community initiatives (Equal, Interreg).

This is why it has to be a top-priority to secure Austria’s position and border regions.

The Austrian Federal Economic Chamber politically requests:

· A decrease of corporate taxes to 25%

· A further decrease of additional labour costs with a special focus on the 50 year old plus

· Tax advantages for profits left in joint stock companies

· A decrease of taxes on motor vehicles to the EU-minimum level (700 Euro)

· Toll-reduction: eco-bonus for lorry-tolls and abolition of special tolls

· Further conclusion of bilateral employment agreements

· Development of infrastructure, adaptation of transport policy and EU-wide harmonisation

· Full exploitation of support programmes

· Enforcement of Austrian interests regarding regional support programmes 2007-2013

The perspectives mentioned before clearly show that EU-enlargement is a historical chance for the Austrian economy. Austria has positioned itself excellently in the new Member States since the opening of the Eastern European Countries in the year 1989 and it can be well expected that our country will be amongst the main winners of EU-enlargement.

We should not let ourselves be influenced too much by pessimists – let us take the chance and let us show, that EU-enlargement can be a real win-win-situation for all –for the new Member States, for Austria, for the economy and for the population.

