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Abstract: The paper answers at two important questions:d<Etl able to support new adhering proces
andls the Euro area able to enlarge in 2014? The catipa analysis in the paper covers four econc
competitors: EU, USA, China and Japan, and is base@DP growth rate, unemployment and inflat
rates. The second part of the paper deals withcancmic forecast during 2018016, focused on EU2
Euro area, Croatia and Latvia, in order to dis¢heseffects of the adhering to EU and Euro area. réults
of the twolevel analysis are supported by pertinent diagramd annexes. The analysis useseutral
statistical database — Eurostadnrd dedicated forecast software. The main conalusidhe paper is that tt
adhering processes from 2013 and 2014 are basecbmomic and political criter
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1. Introduction

The global crisis is the greatest challenge ydtwalrld economies implemented economic and sc
programs in order to start the economic recovelymé of them succeeded in achieving be
economic growth rates. On the other hand, EU27 wasable to obtain the same economic grc

rates as its main global economic competitors: U3d&pan and China. Moreover, the econc
recovery is worst across Euro area.

The economists became very interested when EU aeeduCroatia adhering to the EU27 this y
and Latvia future adhering to the Euro area in 20IHe problem is that these two strate
movements have solid economic basis. The papes detll compartive analysis during two level
First step is an analyses based on latest offatatistical data and covers 2(-2014 time period
Second level is that connected to a forecast f&B-2016, in order to analyse the first effects of &
two enlargemets on EU and Euro art

2. Global Economy under the Crisis’ Impac

During 20112012, the main economic actors faced to great -economic difficulties. As a result,
is not easy to realise stabilisation and to suppwtlest economic expansicespecially across tt
EU. The global economic evolution may be analysed utfinge pertinent indicators: GDP grov
rate, unemployment rate and inflation r

According to GDP growth rate, there are great digpa between the most important globalnomic
actors (see Figure 1).
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Figure 1. GDP Growth Rate (%)

Source: Personal contribution

According to Figure 1, there are great disparitiesveen China and its most important competi
Moreover, the world average economic growth rategrieater tha in USA, Japan and EUZ

(European Commission, 2013).

There is not official information about unemployrhemd inflation rates in China and across
world economy. As a result, EU27 faced with higinflation rates than USA and Japan. This trer

forecasted for 2014, as well (see Figure

Figure 2. Inflation Rate (%)
Source: Personal Contribution

The unemployment rate increase in the EU27 duridityl-2013. The forecasted value for 2014
about 11.1%, greater than in USA (7.2%) and Jap&%4). Asa result, EU27 face to a great probl

on the labour market (see Figure
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2014

Figure 3. Unemployment Rate (%)
Source: Personal Contribution

During 20112013, the unemployment rate was practically theesamiJapan and decreased in U:
The trend of this indicator was opposite in the EU

3. The New European Union 2

Croatia became the 98Vlember State at™ of July 2013. It was the result of the transitioon
economic stabilisation to modest expansion acressEtU27. Moreover, Latvia will adhere to El
area in 2014. But these new adhering processesipported by economic trends? In order to an:
to this question, we will use the same above threa@uoic indicator:

According to EU27 GDP growth rate, Croatia achieldeder performances during 2(-2013 and the
forecast is not positive for 2014. On the otherdhdratvia has better economic growtlend than
average Euro area (see Figure 4).
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Figure 4. GDP growth rate (%)

Source: Personal contribution
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The situation will become worst during 2015-2018isTis the result of the forecast realised using
SPSS19 soft. Croatia will face to an economic desgewhile EU, Euro area and Latvia will stagnate
(see Annex 1).

There are greater disparities connected to the plogment rate. During 2011-2013, the
unemployment rate increased in EU27, Euro areaCapdtia, but decreased in Latvia. On the other
hand, the unemployment rate in Latvia was 1.5%tgrehan the Euro area’s average (see Figure 5).
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Figure 5. Unemployment Rate (%)
Source: Personal Contribution

The same forecast software talks about worst urymm@nt rates during 2015-2016, excepting
Latvia, even that it will face to double-digit ratésee Annex 2).

All four above economic entities succeeded in desirgy the inflation rate during 2011-2013. On the
other hand, the inflation rates in EU27 and Eumaaand Croatia are higher than in Latvia in 2013
(see Figure 6).
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Figure 6. Inflation Rate (%)
Source: Personal Contribution
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During 2015-2016, EU27 and Euro area will havedhme economic trend. A better trend will have
Latvia, but Croatia will face to a higher inflatioate (see Annex 3).

4. Conclusions

Recession marked the year 2012 across the EU2harteuro area. A low economic recovery started
in 2013 and will continue in 2014. The same tread the global economy, but USA, China and Japan
will achieve better economic results (lonescu, 2083 a result, EU27 presents an economic lag
related to its main global economic competitorsd®p2011).

The new Member State — Croatia — is not able tpauetter economic growth in the EU28, at least
during 2015-2016. Moreover, Croatia will face tavarst economic situation — related to the EU
average — at least on short time. As a result, tefeaadhering to the EU was not an economic
decision. It was a political signal in order toseet the EU as a dynamic organisation, able totfaze
global crisis’ challenges and able to support aasugble economic recovery. The political and
economic costs of this strategically decision Wwélcounted on medium term.

On the other hand, Latvia's adhering to the Eumaaeems to be better. During the pre-adhering
period, Latvia achieved an average inflation rdt#.8% (less than the reference of 2.7%), a budgeta

deficit of 1.2% of GDP in 2012 (less than the refere of 3.0%) and a public debt of 40.7% of GDP
(less than the reference of 60%). The economicémts for 2015 and 2016 are good enough, as well.

On the other hand, Latvia’s adhering is a politgighal, in order to stop the voices who ask fango
out Euro area in some Member States.
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Annex 1
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VARO00001 — EU27; VAR00002 — Euro area; VAR0O0003 —rGatia; VAR0O0004 — Latvia.

152



Performance and Risks in the European Economy

Annex 2
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VARO00001 — EU27; VARO0002 — Euro area; VAR00003redlia; VARO0004 — Latvia.
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Annex 3
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