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Introduction  

This research will look into how the EU. accession affected new members’ economies by 

analyzing trade patterns before and after entering the EU. The European Union, also known as 

the EU, is a union of 28 member states that share economic benefits of a single-market. In recent 

years, the EU has grown into a economic superpower. This is important because EU policies’ 

outcomes are beginning to have enough influence over the rest of the world. This empirical 

research will evaluate what trade indifferences the European Union single-market brought to new 

members, such as an increase in imports or exports. Also it will discuss its strengths and 

weakness of the EU economic structure to illustrate the level of power it holds in the world 

economy. Import and export patterns are specifically mentioned because they are key drivers of 

economic growth for states.   

Economic History  

The idea of the European integration comes from an economic recovery standpoint after the 

second World War. Plenty of economic activity has been occurring in Europe over the last 

century. According to the World Trade Organization, the Shannon Free Zone was an important 

economic structure over the last century in Europe. The Shannon Free Zone of Ireland, which 

was established in 1959, was the first ‘EPZ’ in Europe (WTO). An EPZ is defined by the WTO 

as an industrial zone with special incentives set up to attract foreign investors, in which imported 

materials undergo some degree of processing before being re-exported, allowing countries’ 

exports to increase. Although Ireland was not a member of the European Union in 1959, which 

was then named the European Economic Community, this is still significant because the global 
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economy depends on EPZs.   In 1958, the European Economic Community was beginning, 1

leading to the increase of trade due to the elimination of trade tariffs in Europe (McCormick and 

Olsen, 2013). This community began to prosper due to the 1973 enlargement that included 

Ireland, Great Britain, and Denmark. More progress in the Europe’s integrated economy happens 

in 1979 when the European Monetary Fund (EMU) was implemented (McCormick and Olsen, 

2013). The increase of the EU’s economy began to see greater performance around this time, due 

to new economic partnerships the EMU provided. 

 The next big milestone for the European Union came after widespread economic 

recession in Europe in the late 1980s and early 1990s. The Maastricht Treaty was pivotal during 

this time for the EU; it created the three pillar system, which is the backbone for EU economic 

functionality, that include the European Council’s trade and structural polices, common foreign 

and security policy, and cooperation in justice and home affairs (McCormick and Olsen, 2013). 

This also included the implementation of a common currency, which we now know today as the 

Euro, that most EU members use.  

 On May 1st 2004, the E.U. added ten countries to its single market. During 2004, 

the EU was the 2nd largest economy in the world with a gross domestic product (GDP) of $11.65 

trillion in 2004; at the same time, the U.S.’s GDP stood around $11.75 trillion (Schnabel and 

Rocca, 2007). Therefore, the European Union was becoming more an economic force due to the 

addition of ten more members. By 2014, the E.U.’s GDP had grown to $18.5 trillion (“World 

Bank,” 2012). The figure below illustrates the EU’s GDP increase from 2000 to 2014 to show 

how economic performance increased.  

  The WTO notes that in 2006 there were 3500 EPZs around the world in 130 countries providing jobs 1

more than 66 million people.
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Source: The World Bank, Working for a World Free of Poverty, Data Bank, Mar. 2012.  

EU Accession Economic Influence on New Members  

 Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovak Republic, 

Slovenia, Cyprus, and Malta joined the EU in hopes of gaining economic benefits from the EU’s 

performance characteristics.  According to Tony Southall (2008), “EU membership implies 

significant centralization and harmonization of political, economic, and financial influence. [It 

also] facilitates access to major Euro markets for manufacturers that previously targeted 

primarily the domestic market.” Thus, new members will be able to utilize the EU’s trading 

infrastructure. This research chose to look into the economic patterns of not only the Czech 

Republic, Hungary and Poland, who have the three highest populations of new members, but 

also Lithuania, Estonia, Slovakia, and Slovenia.  The Observatory of Economic Complexity 

developed by Alexander Simones illustrates patterns of economic growth within countries for 

users to analyze year to year indifferences.  
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Czech Republic 

The Czech Republic had increases in both imports and exports after joining the EU in 2004. 

From 2000 to 2004, exports increased from $29.7B to $60.7B; however, the Czech Republic saw 

more of an increase from 2004 to 2008, where exports went form $60.7B to $133B (OEC, 2017). 

From 2009 to 2014, Czech Republic exports increased at an annualized rate of 9.1%, from 

$105B in 2009 to $162B in 2014. The three highest importers of goods in 2014 from the Czech 

Republic include Germany ($49.6B), Slovakia ($11.8B), and Poland ($8.4B) (OEC, 2017). Out 

of these three top export destinations, all three are members of the EU, sharing economic 

benefits of a single integrated market.; therefore, the Czech Republic has seen an increase in 

economic performance since entering the EU in 2004, where their exports stood at $60B (OEC, 

2017). The figure below illustrates trade patterns from 2000 to 2014. 

        Source: The Observatory of Economic Complexity, 2017  
Hungary 

Hungary has seen similar benefits as the Czech Republic. In 1995, Hungary had a negative trade 

balance of $1.11B of imports (OEC, 2017). Therefore, they were importing more than they were 
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exporting. In 2004, their imports stood at $59.5B, as you can see in the figure below.  Hungary 

began to see a change after joining the EU as their imports had rise to $103B in only four years.  

 By 2012, Hungary’s once negative trade pattern had gone positive as exports reached $93.3B 

(OEC, 2017). After, exports of Hungary have increased at an annualized rate of 7.3%, from 

$74.8B in 2009 to $106B in 2014. Similar to the Czech Republic, top export destinations are 

within the EU, including Germany, Romania, Italy and Austria. The figures below illustrate trade 

balance patterns from 1995-2014 and 2004-2014. As you can see in the figure below, Hungary 

had seen more of an increase in trade from 2004 to 2008 than before joining the EU from 2000 to 

2004. 

                    Source: The Observatory of Economic Complexity, 2017  

Poland 

In recent years, Poland has seen an increase in economic performance as well. Poland did not see 

much change in trade patterns from 2000 to 2004, however after joining the EU their export 
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performance increased from $69.2B in 2004 to $206B in 2014 (OEC, 2017). This empirical 

research shows how trade overall improved since Poland integrated into the EU’s single market. 

Single market benefits resulted in positive economic performance in Poland. Poland’s exports 

increased at an annualized rate of 10.5% from 2009-2014, similar to the Czech Republic and 

Hungary. Furthermore, top export destinations were within the EU as well, including Germany, 

the United Kingdom, the Czech Republic and France (OEC, 2017). After joining the E.U., 

Poland began to export to a larger number of countries within the E.U. The figure below shows 

how imports and exports both increased more after Poland joined the E.U. in 2004.  

                    Source: The Observatory of Economic Complexity, 2017  

Estonia 

Estonia has seen economic benefits since entering the EU as well. Overall, trade patterns have 

increased since before joining the EU compared to after. In 2000, Estonia had a negative trade 
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balance of $1.15B in net imports . In 2004, it rose to negative $2.27B, with exports going out at 2

$7.28B and imports at $9.55B. By 2008, overall trade increased greatly, exports were at $12.8B 

and imports were at $17.2B. From 2009 to 2014, imports of Estonia increased at an annualized 

rate of 12.1%, from $11.1B to $19.8B; in addition, Estonia’s exports increased at an annualized 

rate of 12.8%, from $9.7B in 2009 to $17.8B in 2014.  Top export destinations for Estonia are 

Sweden, Finland, Latvia, and Spain. The figure below illustrates trade balance patterns from 

2000 to 2014, where you can see an increase in overall economic performance from before and 

after joining the EU. 

                    Source: The Observatory of Economic Complexity, 2017  

Lithuania 

As the other new members of the EU, Lithuania saw economic benefits after their accession to 

the EU in 2004. There has been an increase in their overall trade patterns since 2000, where their 

 To clarify, a negative trade balance means a country is importing more than it exports, which is not nec2 -
essarily a negative attribute for a country.
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negative trade balance was $1.81B in net imports. In 2014, Lithuania's negative trade balance 

was $4.22B. The biggest increase in trade performance happens from 2004 to 2008, the year 

Lithuania entered the E.U. to four years after in 2008, where their imports rose $31B and exports 

rose $22.3B worth of products (OEC, 2017). From 2009 to 2014, Lithuania’s imports increased 

at an annualized rate of 13.4%, showing a strong increase in economic performance recently.  

Amongst Lithuania’s five top export partners, three members of them are members of the E.U. 

including Latvia ($2.69B), Germany ($2.07B), and Poland ($1.61) in 2014 (OEC, 2017).  

Origins of their imports come from within the EU as well, including Germany ($3.56B), Poland 

($3.09B), Latvia ($2.31B) and the Netherlands ($1.64B). Therefore, members of the E.U. are key 

economic partners for Lithuania. The figures below illustrate Lithuania’s trade pattern from 2000 

to 2014 with four-year intervals to show an increase in economic performance since joining the 

European Union.  

                    Source: The Observatory of Economic Complexity, 2017 
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Slovakia  

Overall, economic activity increased in Slovakia at a higher rate after joining the EU. The most 

relevant economic attribute in Slovakia was their increase in imported products after joining the 

E.U.  To find these indifferences, this research looked closely at imports changes from 2000 to 

2014. After joining the E.U. in 2004, imports jumped from $27.5B to $64.3B in four years. After, 

imports and exports remained almost level as imports rose at an annualized rate of 2.9% from 

$68.1B in 2010 to $71B in 2015; in addition, exports saw a similar increase as they increased at 

an annualized rate of 2.6% from $60.2B in 2010 to $68.9B in 2015 (OEC, 2017). This is 

illustrated in the figure below showing how Slovakia’s economic performance increased after 

joining the E.U. 

                    Source: The Observatory of Economic Complexity, 2017  

Slovenia 

Slovenia saw an increase in both exports and imports after joining the EU. In 2000, Slovenia was 

exporting $9.15B, while importing $10.4B (OEC, 2017). The year Slovenia joined the EU, in 
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2004, it was exporting $15.4B and importing $17.9B; however, four years later, these figures had 

grown to $28.1B in exports) and $34.1 in imports (OEC, 2017). The European Union single 

market allowed Slovenia to create trade deals to its fellow EU-members.  The Observatory of 

Economic Complexity shows that Slovenia increased its number of export destinations in Europe 

after joining the E.U. The figure below shows Slovenia’s trade pattern from 2000 to 2014 to 

show how economic performance increased.  

  Source: The Observatory of Economic Complexity, 2017  
Strengths of EU’s Market  

As previously mentioned, today the European Union stands as an economic superpower in 

today’s economy by utilizing global trade opportunities. United States companies make half their 

global earnings in the EU (Schnabel and Rocca, 2007). The integration of Eastern European 

states has benefitted the EU’s economic performance. Harold L. Sirkin et al. (2014) note that 

Eastern European countries are viewed as low-cost regions in regards to global manufacturing 

and services. This may also reflect economic performance increases previously mentioned as 
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exports increased in Eastern European states. Daniel Gros, the director for the Centre for 

European Policy Studies, claims (2013) that Europe’s economic strengths comes from their 

exportation output. Due to this, this research specifically analyzes export output of a number of 

new E.U. Gros also mentions the EU has maintained its share in global exports over the past 

decade, whereas other economies have seen a decline, including the United States. A large 

amount of the E.U.’s exports go to the fast-growing BRICs (Brazil, Russia, India, China and 

South Africa); furthermore, Gros supports this by stating how the E.U. exports three times as 

much to BRICs than the US does. This is important because it illustrates the significance of the 

E.U. exports, which increased in all previously mentioned new E.U. members. This illustrates its 

influence in global manufacturing outputs across the globe. In general, manufacturing exports 

has helped the EU reach its impressive global economy standing in recent decades.  

 Another key component of the economic success in the EU stems from their 

freedom of mobility, where citizens have the right to work and live in all EU 28 countries. Bonin 

et al argue in their report how geographic mobility serves as an equilibrating factor between 

regional labor markets. Regional labor markets benefit from this by utilizing the access to a 

larger scale of people seeking work opportunities throughout Europe. This mobility has the 

positive effect of bringing economic growth in countries with labor issues and prosperity in 

countries with a surplus of labor (Bonin et al 6). In order for the European Union to continue to 

support its current economic influence in the world, policy-makers should focus on its strengths 

of export due to manufacturing success and freedom of geographic mobility for EU citizens that 

allow an increase in the labor market. 
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Weaknesses of EU Economy   

 Although the European Union has a strong influence in global economics, it does 

have some negative attributes. Philip Whyman, Mark Baimbridge, and Andrew Mullen (2012) 

argue that EU rules and regulations counter a country’s ideas to revitalize its industry in three 

ways. First, the EU possesses a weak competitive trade position amongst other EU states 

(Whyman, Bainbridge and Mullen, 2012). Thus, I used the Observatory of Economic 

Complexity to analyze the percentage of exports going to other countries. I found that the Czech 

Republic’s European exports decreased from 89.6% in 2004 to 86.4% in 2014. Also, Hungary 

and Poland saw similar decreases. This has resulted in new E.U. members acquiring stronger 

economic ties overtime with non-EU members.  The second problem the authors argue is how 

the Treaty of Rome limits aid to industry and Maastricht treaty restricts public spending needed 

to promote industrial regeneration. Therefore, this causes as stalemate in the needed industrial 

advancements today. The third problem is how the EMU functions limit the scope of 

discretionary national economic policies (Whyman, Bainbridge and Mullen, 2012). EMU was 

created to ensure economic policy coordination. They also mention how these weaknesses lead 

to issues regarding how both markets and governments are prevented from addressing basic 

problems in E.U. economics (Whyman, Bainbridge and Mullen, 2012). 

 Although mobility is viewed as a positive externality of EU economy, there is a 

negative side to geographic mobility amongst member states. Bonin et al. (2008) mention how 

too much mobility can have serious social cost; which may lead to an increase in competition 

within the labor markets and put pressure on low wages and can reduce the overall well-being of 
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the population. Brain drain may also occur due to the freedom of mobility.  As noted by Bonin et 3

al (2008) the effects of brain drain can be felt by new members in Eastern Europe. 

Reflection 

 Import and export performance are key to analyzing the economic characteristics 

of a states overtime. As the global economy evolved over recent years, the EU has adapted to the 

changes well as their GDP and trade patterns both saw significant increases. Policy makers of the 

EU must focus on increasing trade within the EU in order to not only sustain economic 

dominance but also become even more of an economic powerhouse in today’s global economy.  

Conclusion  

 This research looked deeply into the Europe Union’s role in today’s economy to 

gain a better understanding of how performance of new members of E.U. were influenced by the 

EU’s economic opportunities. This union of 28 member states has made tremendous progress 

since its original ideas of integration following the second World War. I evaluated what the EU 

should do to sustain its economic influence by highlighting a number of its strengths and 

weaknesses. In this paper, I critiqued its weaknesses by suggesting to EU policy makers to focus 

more on economic relationships within the EU, rather than depending too much on foreign 

output of exports. Global competitiveness in the EU has increased since its creation due to 

manufacturing and production patterns that extend throughout Western and Eastern Europe. As 

importing and exporting stands as key mechanisms of growth, the EU’s new member that are still 

emerging must take advantage of the EU's export tactics and their low-cost production.  

 Brain drain is defined by Merriam-Webster Dictionary as “the departure of educated or professional 3

people from one country, economic sector, or field for another usually for better pay or living conditions.”



Running head: EUROPEAN UNION TRADE   !15

References  

Bonin, Holger, Eichhorst Werner, Florman Christer, Hansen Mette, Skiöld Lena, Stuhler Jan, 

 Tatsiramos Konstantinos, Thomasen Henrik and Zimmermann Klaus F. (2008). 

 Geographic Mobility in the European Union: Optimising its Social Costs and 

 Benefits, IZA Research Report, Vol. 19. Zew Publications: Mannheim, Germany. 

Gros, Daniel. (2013).  Europe in the Global Economy: Surprising External Strength Amid  

 Domestic Weakness. Euractiv Network. Retrieved from   

 http://www.euractiv.com/section/euro-finance/opinion/  

McCormick, John and Jonathan Olsen. (2013). European Union: Politics and Policies, 5th  

 edition. Boulder, CO: Westview Press.  

Rocca, Francis X., and Rockwell A. Ambassador Schnabel. (2007). The Next Superpower?: The  

 Rise of Europe and Its Challenge to the United States.  Lanham, MD: Rowman &  

 Littlefield Publishers.  

Southall, Tony. (2008). The Effects of European Membership on Central European Equity 

 Markets. Physica-Verlag Heidelberg: Heidelberg, Germany 

Simones, Alexander. (2010). The Atlas of Economic Complexity. Macro Connections group at  

 MIT Media Lab. Retrieved from http://atlas.media.mit.edu, 20 February 2017.  

Srikin, Harold L., Michael Zinser, and Justin Rose. (2014). “The Shifting Economics of Global  

 Manufacturing: How Cost Competitiveness Is Changing Worldwide.” Boston,  

 Mass. The Boston Consulting Group,. Retrieved from 

 https://www.bcgperspectives.com/content/articles/ 

http://www.zew.de/en/team/hbo/?cHash=c36ee694c136c603ff36240407e87820


Running head: EUROPEAN UNION TRADE   !16

The World Bank. (2017) The World Bank Group: IRBD, IDA, IFC, MIGA, ICSID.  Retreived  

 from http://data.worldbank.org/region/european-union. 

Whyman, Philip, Mark Baimbridge, and Andrew Mullen. (2012) The Political Economy of the  

 European Social Model. Abingdon: Routledge Studies in the European Economy


