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Abstract

This paper elaborates a potential post-EU solution for Central Europe.
Analyzing the combined economic output and trade, the results suggest
that the confederacy of Central European states such as Austria, Czech
Republic, Slovakia, Hungary, and Slovenia could constitute an economic
powerhouse if liberalization efforts in removal of regulation and trade
barriers along with the independence and sovereignty of each country’s
law making succeed. Rooted in the common history and culture, the
heritage of these Central European countries could offer a favorable
environment to prosper. Aligned political viewpoints and the geographical
proximity of the countries would enable deepened economic, cultural, and
political ties. Similarly, the availability of heterogeneous economic
resources and workforce would benefit every Central European country.
This article explores the prerequisites for the prosperity of a confederation
of Central European states under a proposed Central European Accord.
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1. Introduction

Current developments in the European Union indicate that the post WWII framework is
heading towards its political and economic decline. Accelerated efforts to enlarge the
European Union as well as ongoing incorporation of new member countries into the
Euro in times of fiscal and monetary despair characterize the system that nears its end.
Since the fiscal situation of the EU is on an unsustainable path, a breakup of the
European Union is just a question of time. Heightened tensions between member
states on topics such as energy, immigration, monetary policy, security, freedom of
speech, and democracy show an increased level fragmentation, which will ultimately
culminate in the political dissolution of the Union.

While the reasons for this development have already been highlighted alongtime ago
by EU-critical voices, even for non-critical voices it has become obvious that the
unification of different economies under a common currency without unification of
their fiscal policies has proven to be not only ineffective, but even harmful to countries.
However, due to the highly heterogeneous nature of the European countries with
respect to their economic capabilities, legislative structure, and cultural uniqueness, a
unification of European states, like the United States of America, has shown not to work
well in reality. A unification of all countries’ finances would mean a unification of all
debt, with centralized planning in Brussels. While Brussels has already taken over the
reins of a planned economy, the member states are suffering increasingly a loss in
sovereignty with regard to their own policymaking capabilities.

Since the value of a currency is the driver of economic activity, the rigidness of a
monetary union among countries exhibiting different growth rates and capabilities
only accelerates the downturn of the whole Union. The result is an exorbitant ballooning
of debt, in order to pursue Keynesian and Modern Monetary policies in light of a
European war footing. While lacking essential resources to foster innovation, the

European Union has cut off cheap energy suppliers around the world under the
influence of certain lobbies.

The European Union’s total share of global exports has been on a steady decline from
around 19% in the early 2000s to around 15% in the early 2020s. This decline highlights
the increasing irrelevance of the Union on the global world market. Pared with
uncontrolled immigration, this increasing insignificance is fueling poverty and
radicalism in the European Union.



All these developments indicate a rapid deterioration of the EU’s political influence,
which in turn ultimately leads to its demise into this insignificance. In order to mitigate
these effects, parallel structures within the EU need to emerge at the initiative of the
member states, which foster common pan-European cooperation and sovereignty.
Western European countries rely extraordinarily on external actors such as the US,,
Russia, and China, which means that the national governments face enormous
influence and dependency of these global super powers. However, smaller countries
such as Middle European countries do not come primarily in the crosshairs of big
power politics and thus have a chance to navigate their economic and political
relationships in a more flexible manner.

Therefore, this article proposes a Central European Accord of small- to medium-sized
countries situated in the heart of Europe, who are prone to work together after the
collapse of the European Union since they share a common history of economic
relationships. These countries are Austria, Czech Republic, Slovakia, Hungary, and
Slovenia. By looking into their existing economic ties, one can decipher a huge potential
for deepened economic integration and cooperation. The effect of a Central European
block would not only have enormous stabilizing effects on Europe, but also on the
global geopolitical environment, since by becoming an economic powerhouse in the
center of Europe, the new block could mitigate existing and potential conflicts between
East and West, and act as a buffer zone between these two blocks. Moreover, it would
spark a competitive race of alternative economic and political structures in Europe,
which would help Europe to get out of the downward spiral of debt and constant crisis.

In the following chapters, | want to elaborate on the present state of the European
Union by analyzing the current state of economic affairs, including trade agreements
that not only concern EU member states, but Middle or Central European countries.
Subsequently, | would like to present a framework of a potential post-EU agreement
among Central European countries, which could form a block of a common economic
zone. This framework elaborates on the trade policy, energy policy, monetary policy,
foreign policy, and security such an agreement would need to take into account.
Closing remarks follow right after an analysis of the ramifications such a formation of
a block consisting of Central European states cause.



2. Current state of the European Union

2.1 European Union (EU) Membership

There are currently 27 EU member states, with several candidate countries such as
Ukraine, Moldova and several Western Balkan states, such as Montenegro, pursuing to
participate in the redistribution scheme.

Each country can decide on its own if it wants to remain in the EU or not. This raises the
question what happens in case of a dissolution of the EU. While a formal act of
dissolution is very unlikely, an informal breakup of the EU is already under way. Brexit
was the first warning shot. However, disagreements over many policies amongst
countries will lead to referenda or unilateral decisions on certain topics in the
corresponding countries, which will result in policy violations as mandated by Brussels.
This will cause gaps in the compatibility of cross-countries’ workflows, which will then
resort to bi-lateral agreements.

Examples for an ongoing disintegration is the breakdown of Schengen, unilateral anti-
immigration initiatives, inconsistent foreign policy positions such as on Ukraine, Ching,
Israel and Gaza, disputes over the EU budget, and the rule of law in general. What can
be expected is the emergence of parallel structures between certain countries,
governments, parties, institutions and organizations to fill this gap.

Increased centralization to Brussels poses a threat to democracy and sovereignty of
European countries. Not only does the flood of regulation prevent economic
development, but the unification of so many fiscally different countries under one
currency, as well as the socialization of debt keep on destroying the countries’
economic and future prospects. Moreover, unhinged money printing, caused by record
level of debt making, imprints the Brussel's central committee’s policies into the
national budgets and leaves national governments less and less fiscal leeway.

While Debt to GDP ratio hide the real decline in purchasing power of the Euro, and thus,
the development of the real standard of living in Europe, the development of the debt
level growth rate compared to real GDP growth expose the European Union’s

unsustainable path. Figure 1 displays the cumulative EU debt growth rates compared
to the cumulative real EU GDP growth rates over the past 10 years.
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Figure 1: Cumulative EU debt growth rates vs. cumulative real EU GDP growth rates from 2014-2024.

One can see that the debt growth rates develop at a much faster rate than the real
GDP growth rates, which ultimately will lead the EU to a financial collapse. Deteriorating
financial situations become increasingly visible in EU states, accompanied by social
unrest, increasing number of protests, and violence, fueled through deliberate mass
migration. Moreover, social security systems in European countries are expected to
collapse within the next 10 to 20 years. This includes the collapse of pension systems,
social benefits, and health care systems, caused by the regressive demographics and
EU-coordinated mass migration, which forces governments to increase taxes into
oblivion. Since there is no sign of a trend reversal, the demise of the European Union is
just a question of time.

While the collapse of the European Union will have far-reaching effects on Europe, the
following agreements, which have been established and concern also Middle
European countries, will either need to be re-instated, or to be amended.

2.2 Schengen Area

The Schengen area is a zone in Europe, which facilitates border-check free travel
across countries. It was established in 1985 and became fully operational in 1995. It
encompasses 27 EU countries and guarantees the freedom of movement for citizens,
tourists and workers. However, increased disputes on immigration within the European
Union lead to the re-instatement of border-checks and thus, to a de-facto breakdown
of the Schengen agreement.

1 https://tradingeconomics.com/european-union/government-debt,
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=National accounts and GDP
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2.3 Central European Free Trade Agreement (CEFTA)

CEFTA is a regional free trade agreement, which was established in 1992 by the
Visegrad group of Poland, Hungary, Czech Republic, and Slovakia. The goal of CEFTA
was to eliminate trade barriers such as tariffs and quotas between member states.
However, the original members left the CEFTA group when joining the EU. As of 2024,
there are only non-EU countries in the Western Balkans member of CEFTA, i.e. Albania,
Bosnia and Herzegovina, North Macedonia, Moldova, Montenegro, Serbia, and Kosovo.
Since these countries are highly dependent on a close relationship to Middle and
Western Europe, a cooperation between the Middle European and CEFTA-group
members would be vital for the success of the Central European (CE) block. Moreover,
in order to utilize the economic potential of that region, as well as secure political
stability in the region, a potential integration of CEFTA countries into the CE-block
should be considered down the road.

2.4 Visegrad Group (V4)

The Visegrad group is an informal alliance, which was formed in 1991 and is comprised
out of Poland, Czechia, Hungary, and Slovakia. While having no formal supranational
structures, the purpose of the V4 group is economic convergence, internal market and
energy policy coordination, as well as EU & NATO cooperation. Given recent tensions,
and the need for de-escalation as well as a more coordinated approach towards
domestic economics and foreign policy, a similar agreement of Middle European
countries should be considered.

2.5 EU Regional Initiatives

Besides bilateral agreements, certain regions within Europe pursue projects for
deeper integration, cooperation, and development. These includes the Central
European Initiative (CEl), the Danube Region Strategy, the Three Seas Initiative, and
the Forum Middle Europe.

The CEl initiative is a regional intergovernmental forum, founded in 1989, with
headquarter in Trieste, Italy, with the goal to support European integration and
sustainable development through multilateral cooperation. While this format had
been initiated to promote regional connectivity, support youth development, local
governance and fostering economic, cultural environmental and scientific
cooperation, it has been largely influenced by the U.N. agenda, pursuing SDG



alignment, and has thus be turned into a support platform for international
communism.

The Danube Region Strategy is a macro-regional strategy, launched by the
European commission in 2010 in order to bring together 14 countries along the
Danube river. The project seeks to connect the Danube region, build prosperity and
to strengthen the Danube region through projects pursuing environmental
protection, institutional cooperation, cultural and tourism connection, education
and crime prevention. While promoting noble goals, the strategy is nothing else
than a cover by the EU to implement U.N. SDG goals and to promote green energy
projects in order to gain control over national infrastructure projects and create EU
dependencies.

The Three Seas Initiative is a political-economic platform involving 13 European
Union member states located between the Baltic, Adriatic, and Black Seas.
Established in 2015, the key objectives of this initiative is to boost energy security,
transport and logistics, digital infrastructure, and economic growth and
geopolitical resilience within the region. While promoting a framework for
enhancing connectivity in infrastructure, energy, and digital sectors, the real
reason for the establishment of this initiative is its creation by the Anglo-Saxon
powers of a north-south axis across Europe in order to disrupt Russian energy
connections to Europe, with the goal to lower Europe’s reliance on Russian energy
and logistics networks.

Forum Mitteleuropa, or Middle Europe, is a civic, non-partisan, and multidisciplinary
format, fostering dialogue among politicians, academics, and citizens from
Central Europe. Supported by the Saxon State Parliament and the Vienna-based
“Liberalen Klub”, the forum organizes regular event series and brings together
people across nationalities and societal sectors in order to discuss topics
concerning economic policy, education & media, security & migration, as well
as European integration and identity. Platforms like the Forum Mitteleuropa
could serve as a discussion forum to discuss and facilitate a post-EU order
within central Europe.



3. Central European Accord — CEA

The initialization of a post-EU confederacy of Central European countries hinges upon
the voluntary agreements amongst the trading partners. However, it is crucial for its
success to have a framework available once the European Union dissolves, which can
be utilized quickly before political and military instability spreads across Europe. For
that reason, an informal declaration of participating states would be required at first.
This declaration could encompass the framework and talking points of cross-border
cooperation and integration of a common economic zone, which should serve as a
basis for future labor and trade agreements. This declaration could be named as an
accord, a mutual agreement between countries to cooperate in a post-EU order. The
name for such an accord could be the Central European Accord, or CEA.

The CEA should address at least the following key topics: 1. Trade policy, 2. Energy policy,
3. Monetary policy, 4. Foreign policy, and 5. Security. However, due to its voluntary
nature of the accord, more topics could certainly be included in a first draft. Likewise,
the amount of members, or geographical region of compounds wishing to join the CEA,
is not limited. In the following sections, the framework of such a CEA should be
elucidated.

4. Trade Policy

Trade policy is a corner stone of the Central European Accord. By analyzing the block’s
trade flows? one can see in Figure 1that the trade flows among the five countries are
very balanced. Figure 2 shows the exports in 1,000 USD from each Central European
(CE) country to all other CE countries.

2 https://www.trademap.org/
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Figure 2: Trade flows of Central European countries

Table 1 reports the exports of each CE country to each other CE country in thousand
USD. The variable share expresses the share of the sum of the block’s trade volume of
its aggregated GDP.
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1,207,737 1177,807 1,305,065
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6,232,039 7,103,588 7,061,974
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7,678,817 7,903,718 8,396,861
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118,304 1133,745 1148,130
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1,384,753 1,324,356 1,363,048
$ $ $
780,306 773,838 844,720
$ $ $
3,657,272 3,381,004 2,877,322
$ $ $
123,711,858,000 124,232,675,000 127,922,515,000
10.98% 9.79% 9.81%

Table 1: Exports from each to CE country to each CE country in 1,000 USD from 2022-2024. “Share”
measures the block’s share of its aggregated GDP.

One can see that the aggregated trade volume as share of total CE-GDP is declining.

This highlights the ongoing crisis of the European Union’s economic framework, which
undermines the economic capacities of CE countries, caused by overregulation, such

as environmental standards, as well as increased taxation and overwhelming

bureaucracy.

Looking at the aggregated exports to the whole world, the block created a stunning $
820 trillion trade volume as of 2024, which amounts up to almost 30% of the current
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EU's total trade exports to the world. When diving into the top export commodities of
the five countries, one can find machinery & equipment, vehicles, pharmaceuticals
and iron/steel to be the commodities generating the largest trade surpluses for
Austria. Czech Republic exports mostly vehicles, machinery, plastics, and steel,
generating a trade surplus as well. Hungary’'s leading exports are electronics and
machinery used for semiconductor productions and vehicle manufacture, followed by
plastics and agricultural goods. Similarly, Slovakia has a very strong base in
automotive manufacturing and agricultural products. Slovenia is specialized in
exporting pharmaceuticals and electric machinery as well.

The creation of a unified economic zone would thus strengthen the block’s
manufacturing basis, which could become not only a significant player in automotive
industry, but also an interesting investment hub for international investors, looking for
a solid manufacturing infrastructure base with reasonable labor costs, but high quality
engineering.

In total, the block would account a general trade surplus. Given the long-term
downward trend of the value of the Czech Crown and Hungarian Forint against the
Euro, and upward trend of the Euro, used by Austria, Slovakia, and Slovenia, one could
expect a stable basket of currencies, just like the IMF's SDRs, to have a stable value on
global foreign exchange markets. However, this would require the introduction of
domestic currencies in Austria, Slovakio, and Slovenia. The next chapter sheds more
light on the functionality and value preservation of this basket of currencies, which
would need to be backed by some commodity such as gold.

5. Energy Policy

A unified block of CE states would be able to negotiate better trade deals when it
comes to imports than single countries alone. This concerns especially common needs
of certain commodities such as energy. Having the need for cheap energy, the block
would not only be able to negotiate better deals with third party suppliers, but also
have the capacities to independently start a unified energy production. The
geographical proximity of the CE countries allows the mix of resource-based energy
extraction as well as the combination of the region’s energy infrastructure.

Austria generates electricity mostly from hydropower with contributions from wind,

biomass and solar. However, due to its unreliable nature, renewable energy cannot be
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accounted for as stable. Therefore, Austria’s yearly energy generation reached in 2024
around 74.46 TWh. However, the energy demand of Austria was in 2022 about 285 TWh.

The Czech Republic’s energy mix in 2024 consisted mainly of nuclear power (41%) and
coal (36%), and gas (6%). The Czech Republic produced in 2024 approximately 68 TWh,
while having at the same time a demand of 282 TWh.

Slovakia is a nuclear powerhouse with up to 60% electricity generated from nuclear
energy, followed by 16% hydropower, 16% natural gas, 8% coal, 3% solar, and up to 5%
biomass. This energy mix allowed Slovakia to produce 30.28 TWh in 2024, while the
demand reached only 27.3 TWh, making Slovakia a net energy exporter.

Hungary’s energy mix accounts mainly for nuclear as well (30%), followed by fossil fuels
(gas 20%), solar (20%), and biomass. Hungary produced in 2024 around 35 TWh, while
the demand was 49 TWh.

Slovenia produces energy based on a mix of nuclear (35%) and hydropower (35%),
while fossil fuels (coal) make up 24% and solar and biomass around 10%. Slovenia
produced around 16 TWh in 2024, while demand was at 11 TWh, making also Slovenia a
net energy exporter.

By combining the CE countries’ electricity production and demand, the block would
produce around 223.74 TWh per year, while the demand would be 654.3 TWh, making
the block a net electricity importer of 430.56 TWh.

When looking at the primary energy source generation, Austria produces 79 TWh,
Czech Republic 467 TWHh, Slovakia 111 TWh, Hungary 119 TWh, and Slovenia 39 TWh.
Combined, the block produces 813 TWh. The problem is that loss of energy efficiency
when converting primary energy into electricity is about 1/3. In order to cover the
electricity demand of the block, it would need to produce 1,963 TWh, or 8.7 times more
than now. The only technology that allows such an upscaling would be nuclear energy.

Currently, the combined primary energy mix of the block would generate 205 TWh of
Oil and petroleum products, 172 TWh of Coal, 164 TWh of Natural gas, 163 TWh of Nuclear,

and 109 TWh of Renewables. The relative share of the energy mix can be seen in Figure
3.
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Figure 3: Combined CE energy mix as of 2024.

Until more energy can be generated on its own, the CE block would need to engage in
energy trade deal negotiations with the goal of reaching an agreement with suppliers
at low cost. Since the block aims at producing goods, such as machinery and
equipment, low energy costs are the key for being a competitor on the world market.

6. Monetary Policy
6.1 The role of the national CE central banks

In order to maintain sovereignty over a country’s monetary policy, it is important to
maintain an own currency. While there would be no need for a central bank, a central
bank would nevertheless allow setting interest rates for the defined monetary areq,
and thus, to control the monetary system in accordance with domestic fiscal policy.
The own domestic currency could be issued by the corresponding countries’
treasuries, which maintains oversight of a rules-based money supply.

6.2 CE trade balance dependency on the USD

Out of the block’s five countries, only Czech Republic and Hungary have an own
currency. Both currencies, the Czech Crown as well as the Hungarian Forint faced a
steady decline over the past decade. In order to understand and estimate the
dependency, and thus, the vulnerability of the blocks trade capacity, it is important to
take a look at the susceptibility of the CE countries’ trade balances on the
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corresponding FX rate developments with respect to the biggest common trading
partner, the United States, and thus, the U.S. Dollar (USD).

For that reason, we need to investigate the impact of USD fluctuations on the
corresponding trade balances of the CE countries. That means we explore the impact
of the USD/HUF exchange rate on Hungary's trade balance, USD/CZK on Czech

Republic’s trade balance, and EUR/USD on Austria’s, Slovakia’s and Slovenia’s trade
balance, using yearly data from 2004 to 2024.

The corresponding regression model takes the form

BALL',LL = ai,O + FXi,t + €,

Q)

where BAL; describes the trade balance of country | at time t, FX; ,the exchange rate
at time t, a; o the intercept at time 0, and ¢; the error term for each country.

Figure 4 displays the development of the trade balance of each of the block’s countries
from 1991 to 2023.
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Figure 4: CE country trade balances from 1991 to 2023.

The results are shown in Table 2. Interestingly, there are only highly significant
influences of the USD on the trade balances measurable for Czech Republic and
Slovenia, whereas Austria exhibits a slight dependency when considering a 90%
confidence interval.
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Impact  Impact
of on
USD/HUF  HUN 1.04E+09 | 121E+07 0.59

Intercept FX_i

USD/EUR  HUN | 3756409 | 9.63E+09 0.54
usb/czk cz 2.04E+01 |  1.04E-10 0.27
USD/EUR cz -136E+10 | 2.90E+10 | 0.0452*
USD/EUR  AUT 2.94E+10 | -2.12E+10 0.09

USD/EUR  SVK | 3.32e+09 | 3.636+09 0.63
USD/EUR  SLO -LIBE+I0 | 167E+10 | 0.00121%*

Table 2: Regression results of impact of exchange rate on trade balance, from 2004 to 2024.

While there is no influence of the USD/CZK exchange rate on Czech Republic’s trade
balance, the results suggest that an increase in the USD/EUR leads to a trade surplus
for the Czech Republic. This means that the Czech Republic exports morein case of an
increase of the USD/EUR rate through the European channels. The same holds for
Slovenia. In contrast to these two countries, Austria exhibits a trade deficit in case of a
USD appreciation, respectively EUR depreciation, meaning that Austria imports more in
that case even though its economically harming. The results for Hungary and Slovakia
are not significant. However, the positive coefficients indicate that Hungary and
Slovakia are also exporting more in case of a USD appreciation, thus generating a trade
surplus.

Exploring each country’s export levels to the world, we can see in Tables 3 the total
export volume of each country for the period from 2022 to 2024, as well as the
corresponding share of the export volume in relation to the country’s GDP in that year.

Exports to

world
$ $ $

AUT 203,753,247,000 216,176,589,000  213,878,140,000

Share in

GDP 43.19% 42.25% 41.00%
$ $ $

cz 241,689,131,000  253,327,521,000 259,292,432,000

15



Share in

GDP 80.07% 73.81% 75.15%
$ $ $

HUN 149,934,115,000 158,075,487,000 167,705,355,000

Share in

GDP 84.70% 74.43% 75.20%
$ $

SVK 108,238,391,000 117,062,730,000 $ 11,710,551,000

Share in

GDP 93.37% 88.08% 78.67%
$ $ $

SLO 55,306,018,000 59,506,955,000 66,610,981,000

Share in

GDP 92.28% 86.05% 91.89%

Table 3: Total export volume 2022-2024, and share of the export volume in relation to the country’s GDP.

It can be seen that for Czech Republic, Hungary, Slovakia, and Sloveniq, the relative
share of their exports into the world makes up most of their GDP, whereas for Austriq,
the relative share of their exports into the world in its GDP is not as significant. As of
2024, the aggregated total export volume of all five countries makes up almost USD
820 billion, or aimost 30% of the EU’s total export volume.

This suggests that while Austria’s economic output is not as trade dependent as the
other four countries,a common economic zone would be on an aggregated level very
trade dependent. Therefore, the importance of a sound monetary system of the block
must be utterly stressed. One way to guarantee a sound monetary system is the
backing of each country’s currency by a commodity such as gold. This in turn would
require the re-introduction of own domestic currencies in Austria, Slovakia, and
Slovenia.

Imports from
world

$ $ $
AUT 226,475,409,000 219,097,053,000 211,991,694,000

48.01% 42.82% 40.64%
16



$ $ $
cz 236,320,011,000  228,913,299,000 229,396,962,000
78.30% 66.70% 66.48%
$ $ $
HUN 159,334,562,000 148,897,654,000 151,630,797,000
90.01% 70.11% 68.00%
$ $
SVK 115,784,470,000  115,356,036,000 $ 11,052,910,000
99.87% 86.79% 78.21%
$ $ $
SLO 59,676,308,000  61,689,903,000 74,966,520,000
99.41% 89.21% 103.42%

Table 4: Total import volume 2022-2024, and share of the export volume in relation to the country’s GDP.

Table 4 reports the total import volume of each CE country from 2022-2024 as well as
its share of the domestic GDP. We can see that while Austria is the most self-sustaining
countryamong the five, Czech Republic, Hungary, Slovakia, and Slovenia import a quite
substantial amount of goods, which contribute to their economic output. The export to
import ratio, measured against their GDP, is mostly above one, as can be seen in Table
5.

Export/import
ratio as share of

GDP
AUT 1.01
cz 113
HUN 1.1
SVK 1.01
SLO 0.89

Table 5: Export to import ratio as share of GDP. A value above one indicates that a
country is more exporting than importing in terms of its GDP.

Table 5 indicates that a weaker currency favors the economic development of the
block. This in turn means that the block must have the capability to issue debt in its
own currency. However, this currency should not be fiat money, since this would lead
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to the unhinged debt excess as seen as in the Euro. Therefore, the ideal framework
would be a common currency, comprised out of the nations’” domestic currencies,
which is backed by gold. By offering this currency electronically, but de-centralized,
one would be able to invest in the region’s economic development by purchasing an
electronic gold-backed stable coin, for which the value is determined by the nation’s
domestic currencies. This would require the introduction of a gold standard, for which
the framework is laid out in the next chapter.

6.3 Gold standard

The most important part would be the implementation of a commodity-backed

payment system within the block, not only for the block itself but also for third parties
who intend to trade with the block.

The CE area should thus guarantee convertibility of its corresponding country’s
currency into gold. Gold reserves as of 2024 for Austria mount up to 280 tonnes, for

Czech Republic 56.2 tonnes, for Slovakia 33 tonnes, Hungary 110 tonnes and Slovenia
3.48 tonnes.

In total, the block has 482.68 tonnes of gold reserves. Assuming a gold price of USD
3,400, the value of the block’s aggregate gold reserves amounts to 52.5 billion USD, or
4% of the block’s aggregated GDP. This means that the block should pursue the buildup
of a gold reserve matching at least 10% of the block’s aggregate GDP.

In the latest move of the U.S. to build up a reserve in crypto currencies, gold-backed
stable coins could match the rising global demand for digital payments. At the same
time, digital gold-backed stable coins would signal not only restraint fiscal policies in
the block, and thus attract foreign direct investment, but also facilitate instant
payment possibilities to settle international trade at minimal cost.

However, the difference to completely decentralized block chains such as Bitcoin or
Ethereum is that gold-backed coins rely on the issuer's trust and infrastructure.
Therefore, the solution could be that the issuer of each country’s domestic digital gold-
backed stable coin is the corresponding treasury. The required energy to run a gold-
backed stable coin amounts up to 30kWh/year per kilo of gold stored. In case of 482.68
tonnes of stored gold, this would require the production of 14.48 GWh of energy per
year. In case of a 10% backing, 36.2 GWh of energy would need to be produced.
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6.4 A Gold-backed SDR Stable Coin

In order to become attractive to foreign investment, thresholds or barriers should be
removed. What foreign investors strive for is simplicity in their investment choice.
Therefore, it is recommended to set up one common umbrella currency for the block,
which is comprised of the nations’ currencies. Their aggregate weights determine the
value of this aggregate currency, which we can call for now the E-DUCAT, since it would
be backed fractionally by the nations’ gold reserves. Since the convertibility of the E-
DUCAT into the nations’ domestic currencies would be backed by the corresponding
nations’ gold reserve, a very stable and certain investment vehicle would attract a lot
of foreign investment. Direct ownership in the E-DUCAT as well as instant at low to no
cost transactions would be guaranteed by the block chain based currency.

A country’'scurrency weight could be determined by the nation’s GDP share compared
to the block’'s aggregated GDP. In the case of the CE countries, the weights would be
40% of Austria’s domestic currency, 26.46% of the Czech Crown, 17.10% of Hungarian
Forint, 10.89% of the Slovakian domestic currency, and 5.56% of the Slovenian domestic
currency, as shown in Figure 5.

WEIGHT COMPOSITION OF THE E-DUCAT
SLO
6%

Ccz
26%

Figure 5: SDR weights of the E-DUCAT.

Since every transaction would be immutable stored on the block chain, complete
transparency would allow to run the foreign investment treasury at a minimum of
regulatory framework. However, since the holding of an E-DUCAT would be backed by
physical gold, fiscal restraint would be in force in the block's budgetary decision-
making processes, ensuring a sound fiscal and sustainable budget planning.
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5. Foreign Policy

The foreign policy of a confederate block comprised out of the Middle European
countries should aim at representing, protecting and promoting the national
interests of the participating states on the global stage. The focus areas would need
to be individual national security, economic interests, the expansion political
influence, promotion of shared values, and neutrality in foreign policy.

In case of national security, the subsequent chapter will explore the framework
under which an effective deterrence and common cooperation among the CE
block’s armies might be established.

In order to expand the political influence, the block could think of establishing a
council, which is represented by one member state each, and which is eligible of
determining foreign policy, dependent on a unanimous vote of the block. Voting
rights could also be assigned by population size. This would incentivize the people
of each country to enhance their population growth. In addition, this mechanism
would reflect the real population distribution and thus policies would find more
acceptance among the concerned population. However, a simple 3 out of 5
majority could suffice in order to not discriminate countries with less population.
Nevertheless, the lessons learned from the failed European Union experiment is that
a unanimous vote can potentially only work if the unanimous vote does not depend
on many member states, but only a few, which would be the case with the CE block.

The population distribution of the five CE countries can be seen in Figure 6. The total
population size of the CE block is about 37 million people, as of 2024. The Czech
Republic has the biggest population with 10.9 min people, accounting 29.32%,
followed by Hungary with 9.59 min, or 25.76%, Austria with 9.2 min, or 24.62%,
Slovakia with 5.4 min, or 14.57%, and Slovenia with 2.1 min, or 5.72%.
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Figure 6: Population distribution of the five CE countries as of 2024.

Promotion of shared values is a key pillar in the successful development of a
common economic zone. In order to generate and boost domestic production and
consumption, support to the SMEs, in particular to the agricultural and
manufacturing sector, is of utmost importance. Therefore, the mutual
understanding and respect of each other’s national culture is crucial. Measures for
the promotion and acceptance of each other’s cultural heritage should aim at the
incentivization of learning, as well as at cultural and educational exchange.

6. Security

Regional security is imperative forthe successful development of the CE-block. This
includes the institution of a coordinated defense plan, which comprises all five CE
countries’ national defense capabilities. In order to act as a buffer zone between
the West and the East, neutrality is the key. This would mean that no country should
belong to any military alliance on either side, which implies a withdrawal of the
NATO membership for countries such as Czech Republic, Slovakia, Slovenia, and
Hungary.

The question remains if the “Realpolitik” would allow such a move and would be
contingent upon the development of the military and security situation in Middle
and Eastern Europe after the collapse of the European Union. However, while joint
armed forces would not be necessary, a mutual assistance clause might be
beneficial for deterrence efforts against third party threats. Nevertheless, it is
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important that the decision-making about the inclusion rests on each member
country. If a mutual assistance clause is of benefit to each country, each country
will voluntarily want to join. This means that such a clause should be free of any
quotas or obligations beyond the agreed terms.

Moreover, a cooperation among the five forces would allow each army to specialize
on certain strategic key areas and facilitate the joint procurement of required
material. Table 6 reports total military spending in nominal terms, amounting to
over USD 20 billion in 2024, as well as its share of GDP. Measured against EU’s total
military spending of around USD 350 billion, the block’s share makes up 5.70% of
EU’s total military budget.

Military expenditures Spending in min USD

$

AUT 5,258 1%
$

Cz 6,525 2%
$

HUN 4,730 216%
$

SVK 2,830 2%

SLO $ 951 1.31%

$
SUM 20,294

Table 6: Military spending in million USD by country, as of 2024 and as percentage of GDP.

If economic ties towards both, the West and the East are maintained in a neutral
manner, a prosperous economic development of the CE block countries can be
expected. The main key security issues surround the infrastructure and the supply
of cheap energy. Therefore, mutual agreements with the key players in the field
need to be struck in order to guarantee a sustainable supply of energy and
utilization, resp. buildup of infrastructure.
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7. Ramifications

The formation of a Middle European block comprised of Austria, Czech Repubilic,
Slovakia, Hungary and Slovenia is not only a theoretical construct, but also a
necessity forthe European continent, once the European Union dissolves in order to
maintain peace, security, and the functioning of economic activity.

The ramifications for the European continent would be significant. The institution of
a Central European confederacy would not only have a stabilizing effect on the
European continent, but also transform the region into an economic powerhouse.
Given the potential of this economic zone, a coordinated common economic and
political integration could leverage the zone's economic output. The CE block has
an enormous advantage due to its geographical location in the Middle of Europe.
Situated between the West and the East, but still having sea access, allows the block
not only to participate but to facilitate international trade throughout the zone via
land and international shipping routes.

For the block, the effect would be a tighter economic union with shared border
security and defense policy, while gaining more autonomy from global institutions
such as the U.N. or NATO. At the same time, the block could emerge as a regional
force which might be able to mediate tensions between the West and the East.

However, there are also risks associated with the formation of a post-EU block. The
effect for Europe would be a dynamic one, since Southern Europe would probably
seek financial support. The block would need to take into account potential
investment flows being directed towards Southern Europe in order to gain or
maintain influence, and not lose the Southern region to Russian or Chinese
investments. Northern and Western Europe might seek more dependency on the
U.S., which would mean an increased importance of the Middle European block.
However, this would at the same time allow the Western European countries to
continue to pursue their green policies such as energy transitions and supported
mass immigration. The risks associated with that are the continued decline of living
standards in Western Europe in that case, and ultimately the potential threat to take
over Middle Europe caused by the failed policies. Therefore, economic cooperation
and a strong border policy within the CE block would be crucial.
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8. Conclusion

The development of the European Union has led to an impasse. Starting from the
introduction of a common currency without the unification of the member
countries’ fiscal policies, to a missing common ground on many important topics
such as immigration, defense, energy, climate, and budget, the EU has reached its
financial, economic, and political dead end. Since the EU is in an irreversible debt
spiral, which erodes the standard of living within the European Union, a financial
collapse is just a question of time. Moreover, the political instability with the EU has
increased unprecedented levels, which will ultimately lead to the practical or even
de-facto dissolution of the Union. One core example is the failed immigration policy
of the EU, which has already led to the lifting of the EU Schengen agreement and
forced member countries to seek own solutions.

What started as a project for peace, security, and economic prosperity has turned
into a centralized, planned economy with almost absolute power of the European
Commission, undermining nations’ sovereignty. This lead to the suspension of own
political decision-making power and abolishment preservation of cultural heritage,
and the replacement of domestic law systems through the enforcement of
ideology-based policies.

Therefore, it is crucial to think beyond the existence or relevance of the European
Union in the future. While global competitors such as the U.S., Russia, and China are
working on frameworks to maintain, respectively gain global hegemony, the
European Union is losing increasingly not only in economic, but also geo-political
relevance. Independently of the struggle between the global super powers for a
unipolar, or multipolar world order, the European continent should strive for an own,
prosperous environment in order to provide better living conditions and a higher
standard of living to its citizens. This can only be achieved through global
international cooperation and trade. However, the overwhelming bureaucracy of
Brussel's regulatory mania is preventing any innovation or economic development.

Since the post-war order has still its grip on Western Europe, this paper proposes
and elaborates a potential post-EU order within the European continent, which
could emerge due to its common historical roots, cultural ties, and geographical
proximity. This pan-European area could form a confederate block of Middle
European countries, comprised out of Austria, Czech Republic Slovakia, Hungary,
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and Slovenia. The reason why the development of such a block is realistic and
might be allowed by the Western and Eastern forces is that it might serve in the
interest of both, as a buffer and economic zone in which the West and the East
might not only find a potential new trading block, but also a mediator in geo-
political questions. However, the success of such a new CE block would hinge upon
the economic, legal, and political framework which the countries would build. This
includes the voluntary cooperation, decentralized administration, mutual respect
of each nation’s sovereignty and national identity along with a deepened
integration of the countries’ economic areas, financial markets, and cultural ties.
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