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Introduction. Today the problems of the EU hit the
headlines of mass mediaand Internet resources. We observe
as the European Parliament has recently been forced to
extend the credit tranche in connection with the debt crisis
in Greece, with Spain and Portugd to follow. The current
economic stuation is the concern of the EU politicians,
economists and the public. The Euro currency instability is
currently abuzz word in publications devoted to facing the
challengersof the EU member states, old and newly excessed
countries. “Angela Merkel said that there is no point in
congtant enlargement of the EU if such growth will not
allow the union to function properly.” A lot of authorstried
to predict and research the situation with the stabilization of
EU, like Stéfanie Laulhé Shaelou with the book “The EU
and Cyprus. Principles and Strategies of Full Integration”,
also Jacek Wiectawski researched the Eastern enlargement
of the EU and itsimpact on interna and externa relations,
the analyses and forecasts available before enlargement, it
presents the real consequences of the process[1—2], [3—
6]. But ill the question is remained to be open and it is
known that thereare expressed fearsthat the EU enlargement
causes destabilization of Euro currency and this may even
result in the EU disintegration. So my research makes an
attempt to trace in what way the EU enlargement impacts
the stability of the Euro currency.

The purpose and the objective. The first aim is
going to analyze EU enlargement as a controversial
phenomenon which causes contradictory expectations,
which are summarized in the following.

So on one hand the Europhiles of enlargement
argue that:

1. The extension of the zone of peace, stability and
prosperity in Europe will enhance the security of al its
peoples.

2. The addition of rapidly growing economies with
morethan 100 million peopleto the EU market will boost
economic growth and create jobs in both old and new
member states.

3. There will be a better quality of life for citizens
throughout Europe as the new members adopt the EU
policies for the environmental protection and the fight
against crime, drugs and illegal immigration.

4. The arrival of new members will enrich the EU
through increased cultural diversity, interchange of ideas,
and better understanding of other peoples.

5. Enlargement will strengthen the Union’s role in
the world affairs — in foreign and security policy, trade
policy, and the other fields of global governance[3].

In their turn, the Eurosceptics maintain that:

1. The EU enlargement could lead to mass
immigration, and increased organized crime.

2. Workers from poorer countries will take jobs
from the EU nationals, and companies will relocate to
countries with lower labor costs and worse social
protection.

3. The richer member states cannot afford to pay
huge subsidies to the poorer states.

4. The broader the EU gets, the more difficult it is
to achieve deep integration.

5. This will impede the EU development and will
make negotiation and agreement process withinthe Union
more complicated.

6. The expansion of the Euro union will cause
depreciation of the euro currency.

The later opinion of Eurosceptics made me think
whether there exists the direct dependence of Euro
currency stability and the EU enlargement.

Thus, the purpose of this research isto determine
to what extent and in what way the EU enlargement
can work as a destabilizing factor for the euro
currency [4].

To answer this question it is necessary

1. to look at the importance of euro stability for
EU economies;

2. to summarize the factors that influence the
currency stability;

3. toevaluatethe quality of thisinfluence using the
multifactor model.

So, why is the exchange rate stability so important
for the European Union? The exchange rate has a
significant impact on creating of conditions of national
stability currencies. Its fluctuation volatility influences
the value of exports and on the inflation expectations of
economic agents, on the capital inflows and outflows
between the foreign exchange market and other sectors
of the financial market.

The higher level of integration into the world
economy, the more open the economy is, the more
important for it to maintain the stability of the exchange
rate in the anti-inflationary purposes [2].
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To understand the nature of stability and instability
of the euro currency | found it reasonable to make an
analogy with physics Pic.1 that studies the phenomenon
of stability.

The System stability in physics is the property of a
system in which any departure from an equilibrium state
gives rise to forces or influences which tend to return the
systemto equilibrium. That is, afactor that is destabilized,
feels and behaves like this ball on the top of a hill in the
picture. But not all systemsthat are not stableare unstable.

Similarly, going back in the history, we witness the
ups and downs of the euro currency, but somehow as the
monetary systemit cameback toitsequilibrium. The global
economic crisisof 2008 servesasastriking example. There
was a collapse in the stock markets that had a negative
impact on the stability of the euro. But over time, and
thanks to the International Monetary Fund funding the
system restored itself and resumed its functionality [5].

Certainly, thereisasignificant number of factors, which
influencetheexchangerate, but | havechosen only fivefactors:

Fig. 1. The System stability in physics

Fig. 2. Macroindicator saffecting the Euro currency
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Fig. 3. Macroindicator saffecting the Euro currency
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Total Government Debt, GDP, Employment rate, Budget
deficit and Inflation rate. Thereasonfor thischoice isdictated
by the Maastricht Treaty convergence criteria of 1991.

In this research, we put forward the hypothesis
that Eurocurrency isthe self-repairing system. Therefore,
probably, the deviationinthefiguresthat reflect the factors
chosen cannot prove that the system — the euro
currency — is destabilized.

We will try to prove this hypothesis with the help
of empirical research. As can be seen on the following

table (1) | have used thetime seriestested on five factors
from 1999 to 2011 as statistical tools. (For last 13 years).
Therewas carried out the correlation-regression analysis
and built the multifactor model.

We observed that some of the factors mentioned
are not representative for our purposes as weak and
strong EU economies show similar figures.

For instance, the average value of GDP by country
groups is similar, as you can see on Fig. 5.

So it is impossible to prove with this factor that
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Table 1
Regression statisticsof multifactor model
MultipleR 0,862514014
R-squared 0,743930424
Normalized R-squared | 0,692716509
Table 2

Thecoefficientsof theequation obtained from theregression

current prices and PPPs)

Y-intersection 2,525451967
Employment rate -0,015168338
Gross domestic product (in US dollars, -0,000722412

euro is influenced by the indicators of newly accessed
states due to the EU enlargement.

On the other hand, such indicators as Employment
rate show obvious differences concerning weak and
strong countries, which determined their selection for
building amultifactor model.

Such differencesin indicatorsgive mean opportunity
to supposethat weak newly exceed states can bethe source
of destabilization of the common currency.

Between the two indicators of Employment rate to
Euro and Gross Domestic Product (Table 3) to Euro there
is a direct correlation: the growth factor causes growth
rate. (Significant factors, the vaues of which, more than
0.5. These are —“Employment and GDP’ on the Figure 6.

All above mentioned summarizes the multifactor
model (see Table 1).

Multiple R — is a statistical tool used to derive the
value of a criterion from severa other independent, or
predictor, variables. It is the simultaneous combination
of multiple factors to assess how and to what extent
they affect a certain outcome [12].

R-Squared is a statistical term saying how good
oneterm is at predicting another [12].

The exchange rate of euro was taken against the
dollar. The higher rate of the euro — the lower value of
Euro/USD, and therefore there is an inverse dependence
(correlation coefficient of GDPto Euro and Employment
rate to Euro with a negative sign) [7].

Conclusion. As a result, we can observe that a
change of one of the factors on the unit resultsin changing
the exchange rate of currency on the value of its
coefficient.

With the help of correlation analysisitispossibleto
evauate the quality of the influence of these factors on

the euro currency and can get the regression statistics
model. Analyzing the multi-factor model, we can say that
if asimilar situation in the strong countriesis not so critical
for the whole European Union, the effect cannot
destabilize the euro currency completely, while for the
new member countries (initially economically-weak) it
is a period of adaptation is needed. (The factors which
influence on the Euro have passed the criteria by Fisher
and Student).

Thus, the factors taken into account in the model,
demonstrate the negative impact that leads to the
destabilization of the currency. However, this does not
lead to the destabilization of the overall system — Euro
currency because, not all systems that are not stable are
unstable. Destabilization of any factors—thisisanormal
phenomenon, if the systemiswilling and ableto recover.
| believe that the EU enlargement may cause only a
temporary destabilization of the euro currency in the
period of adaptation of new members — countries. As
history of the European currency shows despite various
factors of disability the system is capable of recovery.
So pessimism by Eurosceptics does not prove to be well
grounded.
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Kipnoc I. O., Jlykamenko T. M. BniuB po3uiu-
penHsi €Bpocoio3y Ha €BpoBaIIOTY

Y crarTi po3mIsSTHYTO 3aCTOCYBaHHS MOJIEITi KOpeJsi-
MIHO-pErpeciiiHoOro aHaizy, 3a JIOIOMOT'0I0 YOTo S BU-
SIBUJIM TICHOTY 1 SIKICTB BIUTUBY IIEBHUX (DaKTOPIB, JIecTa-
Oii3yrounx piBeHb €BPOBAIIOTU. ABTOPH KOHCTATYIOTh,
o 1Ie He MpU3BeNe J0 JecTabimizamii Bciei cucreMu —
€BpOBAJIFOTH, OCKUILKU HE BC1 CHCTEMH, 5IKi HE € CTa0lTb-
HHUMH, € HecTikuMmu. [lecrabimizamis Oynb-skux Qax-
TOPIB — II¢ HOPMAJIbHE SIBHIIE, SKIIO CHCTEMa MparHe i
Ma€ MOXKIUBICTH BITHOBUTHCS.

Kurouosi crosa: posmmpenns €C sk AucKyciiiHe
SIBUIIIE, MOJICITh KOPEJISIIHHO-PETPECIHOTO aHaTTI3Y, CHC-
TeMa CTablIbHOCTI (i3HKH.

Kupnoc U. A., Jlykamenko T. M. Bausiaue pac-
mmpenusi EBpocoroza na EBpoBasiiory

B cratbe paccMOTpeHO IpUMEHEHNE MOZEIH Koppe-
JSALUOHHO-PETPECCHOHHOr0 aHaJIM3a ¢ IIOMOILBIO Yero,
aBTOPBI BBIABUIIM TECHOTY M Ka4€CTBO BO3/ICHCTBHUS OIpe-
JIeNIEHHBIX (PaKTOPOB, AeCTAOMIN3UPYIOMUX YPOBEHb
EBposamntorsl. Ho 66110 KOHCTaTUPOBAHO, YTO 3TO HE MPU-
BeJIeT K JecTabuin3annu nemnoi cucremsl — EBpoBaitio-
ThI, TaK KaK HE BCE CHCTEMbI, KOTOPBIC HE SBJISIOTCS CTa-
OWJIbHBIMH, SBJIAIOTCS HEYCTOMYMBBIMU. JlecTabmm3anms
T00bIX (haKTOPOB —3TO HOPMAJIBHOE SIBJIEHHUE, €CIIU CUC-
TeMa CTPEMHUTCS U UMEET BO3MOXKHOCTh BOCCTAHOBUTHCSI.

Karoueswie cnosa: pacummpenune EC xak auckyc-
CHOHHOE SIBJICHHE, MOJIEJIb KOPPEIALIMOHHO-PErPEeCCHOH-
HOTO aHaJlN3a, CUCTeMa CTaOMIBHOCTH (DU3UKH.

Kirnosl. O., Lukashenko T. M. The Influence
of EU Enlargement on EURO

This article deals with application of model
correl ation-regression analysiswhereby, We can evaluate
the quality of the influence of certain factors which
destabilize the level of euro currency. But it was stated
that this does not |ead to the destabilization of the overall
system — Euro currency because not all systems that are
not stable are unstable. Destabilization of any factors —
thisisanormal phenomenon, if the systemiswilling and
able to recover.

Key words: EU enlargement as a controversial
phenomenon, model correlation —regression analysis, the
System stability in physics.
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