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 Western Balkan countries are waiting far too long to 
enter EU (sometimes even to start the negotiations)

The current EU strategy for the Western Balkans has 
not been very successful, to put it mildly
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North Macedonia is waiting 18 years to start the 
negotiations, Albania 13

Note: Waiting times in the tables are from 6 months ago
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This is in stark contrast with the CEE countries, which 
entered EU after waiting for 9 years, on average
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 Western Balkan countries are waiting far too long to 
enter EU (sometimes even to start the negotiations)

 Convergence to EU levels of income has been very 
slow

 Support for EU membership in the region declined for 
the first time in 2022, to 60%, from 62% in 2021 
(Balkan Barometer 2022)

The current EU strategy for the Western Balkans has 
not been very successful, to put it mildly
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Why has the EU strategy for the region failed?

 Because it has conditioned EU accession on improving 
regional cooperation

 And has assumed that regional cooperation improves 
with regional economic integration

 Bilateral Investment Treaties, Free Trade Agreements, 
Berlin Process, Common Regional Market, Multi-annual 
Action Plan for a Regional Economic Area

 “Wandel durch Handel” (Change through Trade)
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But prerequisites for this have never been present in 
the Western Balkans

 Institutional – rule of law, control of corruption

 Structural – infrastructure, low income, poverty, low 
public spending on public goods and services

 Political incentives – lack of local ownership of the idea

 Economic fundamentals – the region is not big enough 
for significant economic gains
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What do we do in this study?

 We re-assess the EU strategy for the Western Balkans

 Trying to derive lessons from the EU accession of the 
EU-CEE for the Western Balkans
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More precisely…

 We investigate to what extent regional economic 
integration improved in EU-CEE after EU accession

 Identify the reasons for this

 Draw recommendations for the Western Balkans on the 
grounds of this
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Three types of economic integration

1. Intraregional trade in goods

2. Intraregional trade in services

3. Intraregional direct investment

 All defined as proportion of overall trade/investment in 
a country, that is due to regional trade/investment
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Three hypotheses how EU accession can affect 
regional integration

1. Income hypothesis - EU accession increases incomes in the 
region, which boosts demand for, and supply of, products coming 
from the region, which in turn leads to greater intraregional trade 
and investment

2. Foreign firms hypothesis - EU accession leads foreign 
companies to enter the region, which creates trade and services 
supply chains within the region

3. Previous linkages hypothesis - EU accession creates 
opportunities for broken business linkages to be re-established as 
well as for existing business linkages to flourish further
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Econometric approach

 We first see whether EU accession has affected the 
three measures of regional economic integration

 We then see whether variables measuring the three 
hypotheses are significant or not
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Main findings (1)

 EU accession has improved regional economic 
integration in EU-CEE, especially in trade

 Trade in goods and services with each other increased 
by approximately 50 percent due to EU accession

 Integration in terms of FDI also improved after 
accession, but not that much, and we find no evidence 
that EU accession directly affected it
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Main findings (2)

 The dominant means by which EU accession improved 
intraregional trade integration was the income channel. 

 By increasing incomes in the region, EU accession 
boosted demand for and the supply of goods and 
services from the region, which in turn increased 
intraregional trade.
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Main findings (3)

 The most direct way that EU accession has increased 
incomes in EU-CEE has been through the EU budget 
transfers.

 On average, these countries have received transfers 
from the EU budget equivalent to 2 percent of their 
GDP per year (more in recent years). 

 Our analysis points out that doubling the annual 
transfers (i.e. increasing them from 1 percent to 2 
percent of GDP) leads to an overall increase in GDP of 
14 percent, which is very sizeable.
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Main findings (4)

 Initial conditions were important for integration. 

 Countries and industries that had greater regional 
integration in 2000 also integrated faster after EU 
accession.

 Our explanation for this is that EU accession opens up 
space for existing trade and investment linkages to 
develop further.
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Main findings (5)

 We find no support for the “foreign firms” channel
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Implications for the Western Balkans

 The most effective way to improve regional cooperation 
in the region is to enact policies aimed at raising 
incomes. 

 One direct way for the EU to achieve this would be to 
increase budget transfers to the Western Balkans. This 
could be done by granting the Western Balkan 
economies full access to the EU budget. 



 30



 31

The costs of this for existing EU members will be small
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 Greater transfers should be accompanied by strict 
conditions for institutional reforms. 

 Our proposal is not substitution for a fast EU accession. 
Fast accession must remain the first priority. This is just 
a complement to that, until countries become members.

 War in Ukraine reinforces these arguments. If EU 
doesn’t show a greater support for the Western 
Balkans, Russia might step in.
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Thank you for your attention!
Questions? Comments?

Follow us:
www.wiiw.ac.at

https://www.youtube.com/channel/UCyNuSfsgzgBsIf7AaH8Vk-Q/videos
https://twitter.com/wiiw_news/
https://www.facebook.com/wiiw.economic.studies/
https://wiiw.ac.at/
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Additional slides
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Econometric approach (1)
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Econometric approach (2)
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