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The current treaty in place for the EU (the Treaty of Nice) does not provide for a voting mechanism for 

more than 27 member states. The Treaty establishing a Constitution for the European Union (EU

Constitution), which failed ratification due to the French “non” and the Dutch “nee” in referendums,

provided for such a mechanism. If more countries are to become members, a new mechanism must

be put in place. It is expected that the Reform Treaty, changing the limitations on accession, will be

signed in December 2007 and ratified on 1st January 2009.

The Impact of Enlargement: The New Member States 2004 and 2007

Introduction
The Eastern European accession states (EU-8) of 2004, were benefiting from a pre-transition upswing

before joining the EU. With the fall of Communism, came the introduction of a free market economy,

which stimulated growth remarkably. However, although real GDP growth far exceeded that of the

veteran member states (EU-15), standards of living were much lower in the East. The transition to a

free market economy caused high unemployment rates. While in a planned economy, almost

everyone is employed, the free market economy requires competitiveness for skills and jobs. Eastern

European countries, although having very low wages and therefore low labour costs, suffered from a

lack of skilled labour. These factors resulted in a slowing of growth in the accession countries in the

years immediately prior to accession. Since 2004, unemployment rates in the accession countries

have declined. Real GDP growth has once more been stimulated through additional FDI and

enhanced foreign trade. Accession has also caused somewhat of an exodus to the West, leading to

localised labour shortages. Additionally, labour costs have increased, which means that these

countries are losing some of their attraction for foreign investors. However, the accession countries

have been benefiting from the increased introduction of advanced technologies and skills training

from the West. On balance, the new member states of 2004 have profited from accession.

The two countries, Bulgaria and Romania, that joined the EU in 2007 have also benefited. Preceding

accession, FDI grew substantially, thus stimulating growth. It is currently difficult to assess the full

impact of accession for the two countries, although unemployment rates have already declined and

real GDP growth has increased substantially. It can therefore be expected that Bulgaria and Romania

will follow the example of the EU-8 in profiting from accession.

Overview of the Impact on the EU
The expansion of the EU from 15 member states to 27 within three years has had a political and

economic impact on the EU. The EU has faced political challenges since it is more difficult to reach

agreements when more parties are involved. This has represented a problem, for example, in the

negotiations for the Reform Treaty, the successor to the EU Constitution. The additional member

states to the EU have meant a large expansion of the single market, which has had a significant

economic impact. The enlargement has created a market with a total real GDP of €11.6 trillion in

2007. Considered as a single market, it is the largest in the world. The population of the EU grew to

492.9 million in 2006, representing 7.3% of the world total. 

Since Cyprus and Malta are small states with fairly stable economies, the impact of their accession has 

almost been negligible. The following will therefore focus on the Eastern European countries (EU-8),

while supplying an overview on Cyprus and Malta where it is of interest.

Country Profiles: The New Member States 2004
On the whole, the ten countries which joined the EU in May 2004 have benefited from membership.

The economies of the countries have been growing rapidly, often fuelled by high levels of FDI, which

has in turn fuelled private consumption. Many of the countries, in particular Estonia and the Czech

Republic as well as Estonia, are now dealing with the consequences of overly accelerated growth.

Inflationary pressures are on the rise. With the help of the scrutiny of the EU regarding fiscal policies

and stability of institutions, the countries should manage to provide for a cooling of their economies.

EU membership has also caused emigration, in particular in Latvia and Lithuania. In some countries,

emigration has been the cause of worrying labour shortages.

Cyprus
After the failure of a UN-backed plan to reunify Cyprus, the country entered the EU as a divided

country. EU member states treat the Turkish North as a militarily occupied area. 

The Greek Cypriot economy is prosperous. Real GDP growth has been stable and stood at a healthy

3.8% in 2006. The island has a highly developed infrastructure which has attracted numerous foreign

businesses. Cyprus is a popular tourist destination. The tourist sector contributes greatly to GDP as

well as being an important employer. The adoption of the Euro as the country’s national currency is

likely to boost tourism further. After meeting the convergence criteria, Cyprus will adopt the Euro as

its currency on 1st January 2008 after meeting the Maastricht criteria. 
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Table 16.1Number of Households

Number of Households 1980-2006

‘000

1980 1985 1990 1995 1996 1997 1998 1999

Albania 720.0 900.0 937.0 1,036.9 1,086.9 1,023.0 1,010.4 998.5

Austria 2,749.1 2,857.8 2,977.0 3,149.6 3,182.8 3,200.9 3,228.0 3,269.3

Belgium 3,798.6 3,857.0 3,958.8 4,094.6 4,115.8 4,147.3 4,178.7 4,209.1

Bosnia-Herzegovina 1,010.2 1,110.9 1,194.4 1,095.5 921.5 762.8 747.3 862.1

Bulgaria 3,002.6 2,984.9 2,970.0 2,952.0 2,945.5 2,941.1 2,934.9 2,930.4

Croatia 1,593.3 1,577.8 1,551.0 1,516.2 1,510.1 1,502.7 1,496.8 1,490.1

Cyprus 192.0 212.0 229.0 248.7 253.1 259.2 260.4 263.0

Czech Republic 4,080.9 4,044.6 3,997.1 3,918.3 3,903.8 3,887.1 3,870.0 3,851.1

Denmark 2,062.1 2,159.5 2,265.0 2,357.6 2,374.1 2,391.5 2,407.0 2,423.2

Estonia 362.0 389.4 474.7 517.3 526.6 537.3 550.6 563.7

Finland 1,919.0 2,045.0 2,171.0 2,290.0 2,310.0 2,332.6 2,355.0 2,365.0

France 19,075.0 20,331.3 21,542.0 22,790.2 23,044.2 23,299.0 23,554.4 23,810.0

Germany 31,411.0 32,967.0 34,775.0 36,938.0 37,281.0 37,457.0 37,532.0 37,795.0

Greece 2,933.2 3,076.2 3,177.7 3,417.4 3,456.5 3,497.8 3,540.6 3,579.2

Hungary 3,869.1 3,857.7 3,775.2 3,757.1 3,748.1 3,741.0 3,735.2 3,729.0

Ireland 896.9 953.7 1,011.9 1,084.6 1,123.2 1,146.4 1,172.2 1,198.8

Italy 18,575.4 18,916.0 19,694.1 20,822.0 21,010.9 21,179.3 21,335.7 21,488.2

Latvia 631.6 707.2 802.8 802.8 802.8 802.8 802.8 802.8

Lithuania 1,119.3 1,190.6 1,290.3 1,322.6 1,322.0 1,328.5 1,335.8 1,342.0

Luxembourg 126.8 132.7 142.0 155.5 158.4 161.0 163.6 166.3

Macedonia 528.4 537.4

Malta 100.0 107.0 111.0 115.2 116.8 117.8 122.7 120.7

Netherlands 5,006.0 5,613.0 6,061.0 6,468.7 6,517.8 6,580.9 6,655.9 6,745.4

Poland 11,031.6 11,681.1 12,141.7 12,501.0 12,627.9 12,750.1 12,885.9 13,006.8

Portugal 2,878.3 3,064.1 3,150.0 3,335.1 3,381.4 3,430.5 3,480.6 3,534.5

Romania 5,341.4 5,843.2 6,345.7 6,662.6 6,779.0 6,891.9 6,950.5 7,036.1

Serbia and Montenegro 6,780.0 7,256.0 7,424.0 3,116.0 3,115.4 3,106.7 3,095.6 3,136.0

Slovakia 1,660.0 1,732.4 1,810.6 1,923.9 1,946.6 1,969.1 1,994.3 2,019.6

Slovenia 589.7 609.3 627.4 649.3 653.9 658.5 662.7 667.1

Spain 9,283.2 10,439.0 11,614.6 12,810.0 13,051.5 13,293.7 13,536.8 13,780.6

Sweden 3,497.8 3,670.3 3,830.0 4,029.8 4,049.3 4,065.2 4,076.7 4,092.9

Turkey 8,445.3 9,730.0 11,188.6 12,609.3 12,899.6 13,190.4 13,476.7 13,761.2

United Kingdom 20,830.2 22,086.6 23,236.0 24,278.4 24,474.0 24,665.4 24,852.4 25,035.2

Source: National statistical offices/Euromonitor International

Number of Households

Number of Households 1980-2006 (continued)
‘000

2000 2001 2002 2003 2004 2005 2006

Albania 1,001.4 994.8 994.4 1,094.1 1,105.2 1,106.6 1,118.1

Austria 3,302.5 3,339.7 3,373.3 3,407.0 3,440.8 3,474.9 3,509.1

Belgium 4,237.8 4,277.7 4,319.0 4,361.9 4,397.6 4,432.9 4,463.6

Bosnia-Herzegovina 929.1 1,001.0 1,079.9 1,205.8 1,264.5 1,340.4 1,416.7

Bulgaria 2,924.8 2,921.9 2,918.4 2,915.1 2,912.0 2,910.9 2,906.7

Croatia 1,482.2 1,477.4 1,472.2 1,465.9 1,461.4 1,457.7 1,453.6

Cyprus 264.2 264.5 265.6 265.9 269.1 269.5 272.2

Czech Republic 3,836.5 3,827.7 3,817.1 3,804.3 3,791.6 3,784.5 3,773.7

Denmark 2,434.1 2,444.7 2,456.1 2,466.7 2,473.0 2,481.4 2,487.3

Estonia 582.1 580.2 578.2 576.5 574.7 572.6 570.1

Finland 2,382.0 2,382.0 2,396.2 2,404.1 2,413.5 2,421.0 2,430.7

France 24,063.1 24,313.6 24,561.7 24,807.3 25,050.5 25,291.3 25,529.7

Germany 38,124.0 38,456.0 38,720.0 38,944.0 39,122.0 39,274.2 39,402.4

Greece 3,627.6 3,664.4 3,706.5 3,746.4 3,786.0 3,824.5 3,863.3

Hungary 3,783.3 3,720.7 3,714.4 3,711.0 3,697.2 3,685.8 3,678.3

Ireland 1,225.5 1,255.8 1,288.0 1,316.7 1,343.1 1,369.5 1,396.0

Italy 21,645.0 21,810.7 21,974.7 22,135.5 22,291.7 22,441.8 22,584.8

Latvia 802.8 798.5 794.1 790.9 788.5 785.9 783.1

Lithuania 1,349.0 1,356.8 1,357.0 1,361.7 1,363.9 1,365.2 1,365.6

Luxembourg 169.3 172.0 174.5 176.8 178.7 180.7 183.2

Macedonia 546.6 555.7 564.3 574.3 583.7 593.3 603.1

Malta 120.4 119.3 118.6 116.2 116.7 116.9 118.1

Netherlands 6,801.0 6,867.0 6,934.3 7,002.0 7,058.0 7,114.0 7,160.9

Poland 13,123.1 13,239.3 13,337.0 13,425.9 13,511.2 13,582.1 13,650.3

Portugal 3,592.4 3,650.8 3,707.8 3,757.9 3,808.8 3,855.6 3,897.7

Romania 7,131.1 7,222.9 7,320.2 7,458.9 7,553.8 7,611.4 7,643.5

Serbia and Montenegro 3,153.3 3,190.3 3,243.4 3,273.6 3,307.4 3,340.3 3,367.5

Slovakia 2,045.4 2,072.0 2,092.4 2,110.7 2,128.5 2,143.4 2,157.8

Slovenia 671.6 676.1 684.8 689.5 694.3 697.8 701.3

Spain 14,025.2 14,270.7 14,511.3 14,742.7 14,961.0 15,163.1 15,346.8

Sweden 4,104.5 4,127.5 4,152.9 4,175.3 4,196.8 4,223.2 4,248.3

Turkey 14,034.8 14,304.0 14,582.6 14,862.3 15,133.9 15,408.9 15,671.3

United Kingdom 25,213.8 25,388.0 25,560.5 25,731.2 25,900.3 26,067.7 26,233.5

Source: National statistical offices/Euromonitor International
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