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The Enlargement of the Euro Area and the Reform of Fiscal Discipline

Hongxia Ma

Abstract:The enlargement of the Euro Area from EUR-12 to EUR-22 is just under the way. The candidates of
Euro Area -10 new member states in EU are mostly like to be the new members in Euro Area during 2007-2010.
There are Czech Republic, Cyprus, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia.

This event will not only be a milestone, but also be a big challenge to EMU. At present, there are 6 new EU
member states have reached the Maastricht convergence criteria. If they become the new members of the Euro
Avrea, the gains would be exceeded the loss resulted from the entrance into EMU.I believe that the right time for
EMU entry is when the gains are bigger than the loss. They should consider both the economic environment
and the political situation. The consequence of the enlargement of the Euro Area will be significant. Both the
new members and the original members will be beneficial from the enlargement of the Euro Area. Euro will
play a more important role in the global economy while the Euro exchange rates against other currencies will be
more volatile. Furthermore, this enlargement will result in some significant impacts on the international

monetary system.

Key words: EMU; euro area; the stability and growth pact; fiscal dscipline
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