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Course overview

This course analyses the economic process of European integration, stressing the main stages of 
integration both from the microeconomic and the macroeconomic point of view. The aim is to 
allow the student to understand the basic structure of the European Union and its most important 
policies.

Prerequisite: prior completion of basic microeconomics and macroeconomics courses.

Reading list:

•Artis, M., Nixson, F., (from now on AN), The Economics of the European Union, Third 
Edition, Oxford University Press, 2001.

•Baldwin, R., Wyplosz, C., (from now on BW), The Economics of European Integration, 
McGraw-Hill, 2006

•De Grauwe, P., (from now on DG), Economics of Monetary Union, Oxford University 
Press, 2005

•Senior Nello, S., (from now on SN), The European Union, McGraw-Hill, 2005



rogramme

. Europe in the world economy (SN ch.1; BW ch.2)

. Historical evolution of European economic integration (SN ch.2; BW ch.1; AN ch.1)

. The community institutions and the budget (SN ch.3, 9: BW ch2)

. The customs union and the common external tariff (SN ch.1, 4, 5; BW ch.4, 5; AN ch.3) 

. The EU and the WTO (SN ch.17)

. The Common Agricultural Policy and its reform (SN ch.10; BW ch.9; AN ch.5)

. The internal market and the problem of its completion (SN ch.6; BW ch.6, 7)

. The European Union’s competitiveness vis-à-vis the USA and Japan. (SN ch.15; AN 
ch.6)

. European monetary integration: from EMS to Euro (SN ch.8; AN ch.12)

0. The theory of Optimum Currency Areas and the costs of a common currency compared to its   
benefits (SN ch.8; DG ch.1, 2, 3, 4)



Chronology from 1948 to 2007
Date Event Explanation Date Event Explanation

1948 16-Apr OEEC Organisation for European Economic Cooperation (OEEC) is 
established.

1986 01-Jan Third 
enlargement

Accession of Spain and Portugal.

1950 09-May Schuman Plan French Foreign Minister Robert Schuman proposes the
establishment of the European Coal and Steel Community
(ECSC). Schuman was inspired by Jean Monnet's vision of
building Europe step by step. 9 May is celebrated as the
Day of Europe.

1986 17, 28 
Feb 

SEA Single European Act (SEA) is signed. The Treaty enters into
force on 1 Jul. 1987.

1952 01-Jan ECSC The ECSC is established for 50 years: expired 23 Jul. 2002. 1990 01-Jul EMU stage 1 The first stage of EMU begins.

1952 27-May EDC The Six sign the Treaty establishing the European Defence
Community (EDC). The project falls down as the French
National Assembly refuses to ratify the Treaty in 1954.

1990 10-Oct Germany 
unites

Germany is united and the former German Democratic
Republic joins the EEC.

1953 09-Mar EPC A plan for the European Political Community (EPC) is
published.

1992 07-Feb Maastricht 
Treaty

Treaty on European Union is signed in Maastricht, crating
the EU: enters into force 1 Nov. 1993 after a difficult
ratification process in Denmark and France.

1957 25-Mar EEC The Six sign Treaties in Rome establishing the European
Economic Community (EEC) and the European Atomic
Energy Community (Euratom). EEC begins 1 Jan. 1958

1992 02-May EEA EC and EFTA sign an Agreement establishing the European
Economic Area (EEA).

1959 21-Jul EFTA The European Free Trade Association (EFTA)is established
by the Stockholm Convention among Austria, Denmark,
Norway, Portugal, Sweden, Switzerland and the United
Kingdom. EFTA begins 3 May 1960.

1994 01-Jan EMU stage 2 The second stage of EMU begins.

1968 01-Jul CU 
completed

Customs union is completed within the EEC and a common
external tariff is established.

1994 9–10 Dec Essen European Council agrees strategy on eastern
enlargement.

1969 1–2 Dec Failed 
monetary 
integration 
launched

At the Hague Summit the EC leaders agree on to establish a
single market to accelerate integration and to introduce
Economic and Monetary Union (EMU) by 1980.

1995 01-Jan Fourth 
enlargement

Austria, Finland and Sweden join the EU, thus increasing the
number of Member States to fifteen.

1972 22-Jan First 
enlargement 
signed

Accession Treaties of Denmark, Ireland, Norway and the
United Kingdom are signed. Norway withdraws after a
negative referendum result.

1997 02-Oct Amsterdam 
Treaty

Treaty of Amsterdam is signed; comes into force on 1 May
1999.

1972 22-Jul EC-EFTA 
FTAs

Free trade agreements (FTAs) signed with Austria, Iceland,
Portugal, Sweden and Switzerland.

1998 1–2 May Euroland 
founders

EU leaders decide to lunch the euro with Austria, Belgium,
Finland, France, Germany, Ireland, Italy, Luxembourg, the
Netherlands, Portugal and Spain as initial members.

1973 38353 First 
enlargement

The Six become the Nine as Denmark, Ireland and the United
Kingdom join the EC. Accession treaties were signed 22 Jan.
1972

1998 01-Jun ECB The European Central Bank (ECB) is established.

1973 14-May Norway signs a free trade agreement with the EEC. 1999 01-Jan EMU stage 3 The euro becomes a currency in its own right.

1973 05-Oct Finland signs a free trade agreement with the EEC. 2000 3-9 Dec Nice Treaty Treaty of Nice is signed; comes into force on 2 Feb. 2003
after a difficult ratification process in Ireland Euro notes and
coins circulate.

1974 9–10 Dec European 
Council 
formalized

At Paris Summit EC leaders agree to meet regularly as a
European Council.

2002 01-Jan Euro cash Euro notes and coins circulate.

1978 6–7 Jul EMS founded Bremen European Council establishes the European
Monetary System (EMS) and the European Currency Unit
(ECU).

2004 May Fifth 
enlargement

Cyprus, Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Malta, Poland, Slovak Republic and Slovenia join
the EU, thus increasing the number of Member States to 25.

1981 38353 Second 
enlargement

Greece becomes the tenth EC Member State. 2007 01-JanSixth 
enlargement

Bulgaria and Romania join the EU, thus increasing the
number of Member States to 27.



Key EU indicators (2007) (f)

Population 
(millions)

GDP 
Billions 
of PPs

Real GDP 
Growth 

rate

GDP PPs 
per 

inhabitan

Inflation 
rate

Unemployment 
rate

EU (27) 494.7 12195 2.9 24600 2.3 7.9

EU (15) 391.4 10537 2.7 26900 2.2 7.4

US 301.1 11273 2.2 37200 2.4 4.6

Japan 127.4 3552 2.3 27900 0 4.1
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GDP, PPs per inhabitant 2007 (f)
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Population 2007 (millions) (f)
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Market integration - Trade integration of goods 2005
Average value of imports and exports of goods divided by GDP, multiplied by 100 

Trade integration of goods as a percentage of GDP (gross domestic product). Average of imports and exports of theitem goods of the
balance of payments divided by GDP. If the index increases over time it means that the country/zone is becoming more integrated within
the international economy. 

Belgium 71.6 Sweden 34

Estonia 66.8 Romania 33

Slovakia 66.3 Poland 32.2

Czech Republic 63.3 Germany 31.4

Hungary 57.6 Finland 31

Slovenia 54.9 Denmark 30.4

Malta 54.8 Portugal 26.5

Bulgaria 54.3 Cyprus 21.6

Lithuania 51.7 France 21.5

Netherlands 51.5 Spain 21.1

Luxembourg 45.3 Italy 21.1

Latvia 43.1 United Kingdom 20

Ireland 43 Greece 15.4

Austria 37.9





FDI inflows 2004-2005
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FDI outlows 2004-2005
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The share of the Triad in World FDI
flows and stocks, 1985, 2000, 2005











European Union

EC
The European 
Community

(supranational 
decision making)

Provisions on police

and judicial 

co-operation

(formerly Justice and

Home Affairs)

(no supranational 
decision making)

Common Foreign 
and Security Policy

(no supranational 
decision making)

CFSP

The 3-pillar structure













Proposed Budget 2008
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The EU spending by member, by type and per capita, 2003

Source of EU funding, 1971-2001


