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Abstract

This paper examines the European Union's (EU) economic strategy to deal with the challenges of expansion to the East.   It assesses the potential to promote integration between old and new member states in the context of the current global financial crisis.
I proceed from the following thesis:  Economic integration has formed the foundation of European security since the end of WWII.  The evolution of the EU in the post-Cold War period was marked by deepening integration of member states into a fully developed, borderless internal market, the establishment of monetary unification and the creation of a European Central Bank and a single currency, the euro.  The EU’s recent enlargement to 27 member states is an unprecedented experiment in political economy. The EU has set ambitious goals for itself but lacks an appropriate resource strategy to back them up.  The economic dissimilarities and glaring asymmetries between old and new EU member states are major impediments to economic integration.   Successful economic integration requires an equally ambitious fiscal policy to complement Europe’s monetary union. As matters stand, European economic integration is seriously hampered by the lack of EU-wide measures to finance Europe’s enlargement and to correct major resource imbalances.   The financing of Germany’s re-unification provides a guide to estimating the cost of promoting economic integration between East and West. To be up to the task, the budget for an enlarged EU should be tripled, perhaps quadrupled.  Yet, the political will, let alone the commitment, to do so is lacking.  If economic integration falters, the EU could become unglued --and Europe’s security eroded.
