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Abstract

According to the comprehensive literature
on economic development, international
trade is believed to be one of the several
catalysts of productivity and growth. As being
supported by the core empirical findings,
internationally active countries are found to be
more productive and to record greater growth
rates as compared to those that produce only
for the domestic market. The European Union
(EVU) is an important player in international
trade, which has largely contributed to the
smooth development of the world trade.
Due to greater economic efficiency arising
from the lower transaction costs, increased
specialization, scale economy and competitive
pressure, the EU trade liberalization has
made an increasingly significant contribution
to economic development of its accessing
countries. This paper aims to empirically
assess the effects of EU accession and trade
openness on economic development of latest
13 EU members (Cyprus, Czech Republic,
Estonia, Hungary, Lithuania, Latvia, Malta,
Poland, Slovenia, Slovak Republic, Romania,
Bulgaria and Croatia). Methods used in the
analysis are descriptive statistics, correlation

and comparative analysis, and benchmarking.
The conducted analysis results confirm the
fact that country’s openness to international
trade contributes to enhancement of its
economic growth given a positive correlation
between international trade (export and
import) and economic growth.
Keywords: EU Accession,
Development, EU countries,
Trade, Transition Economies
JEL: F40, F43, F63, 010, 040

1. INTRODUCTION

he recent decades have experienced

a rapid growth in the world economy.
According to the extensive economics
literature, this growth has been driven in part
by the even faster rise in the international
trade. As first pointed out by Smith (1776)
and afterwards argued by many prominent
scholars of economic theory, international
trade plays an important role in the economy
of each country, where diminishing the
trade barriers can significantly support the
efficient allocation of resources and boost the
economic growth of a country. The potential
gains from the trade openness are significant,
especially to those economies associated with
technology diffusion and knowledge spillovers
(Petkovski et al., 2014).
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From a theoretical perspective, there
are sound reasons to believe that there is a
strong and positive link between openness
and economic growth (Petrakos & Arvanitidis,
2008). Greater opportunities from international
trade give a rise to higher productivity and
level of output, since with lower barriers to
international trade producers and consumers
gain better access to specialized products.
Lower barriers may also foster international
competition forcing businesses to lower their
mark-ups and to better exploit returns to
scale. Moreover, endogenous growth theories
usually emphasize the dynamic gains of
increased openness that arise due to the fact
that through the international exchange and
contacts businesses are able to tap foreign
knowledge and ideas, thus being able to
speed up their pace of innovation. In addition,
these theories take implicitly into account
the dynamic gains of trade such as larger
foreign direct investment (FDI) flows and
better integrated product and capital markets.
International trade in goods and services and
large inflows of FDI may facilitate the transfer
of ideas, modern technologies and business
practices contributing in that way to higher
productivity, investment and growth (Afonso,
2001). European integration has made the
EU the strongest and most competitive
single economy in the world, which plays a
leading role in international trade and trade
negotiations, significantly contributing to the
smooth development of the world trade. This
is supported by the fact that in 2016, the EU
had recorded a share of 14.8% of the total
world imports and 15.6% of the total world
exports. Moreover, EU-28 GDP represented
more than 21% of world GDP. The EU adopts a
trade policy that fosters a sustainable and fair
trade. In addition, the EU supports developing
countries to use trade opportunities to foster
economic growth and, implicitly, raise their
living standards (Jitary, 2017). Therefore, EU

accession process, characterized with a sharp
decline in trade barriers, is expected to have a
positive impact on the economic growth of all
EU member states. EU accession is believed
to bring the significant benefits in terms of
abolition of import tariffs and more efficient
use of resources. Therefore, expanding trade,
through improvements in competition policy
and specialization, has become a priority,
especially for the accessing economies that
are traditionally less opened in comparison to
EU economies.

Even though numerous studies have
shown clearly and expectedly that European
integration caused a large expansion of
the countries’ trade, especially with each
other, some still believe that the impact of
enlargement for the present EU tends to be
limited and that not all such trade is welfare
improving  (Pelkmans&Casey, 2003). As
stated in the European Commission report
(2009), single market integration has had a
positive impact on member states’ economies
whose gains are recurring year after year.
In the 5 years after accession in 2004, the
average GDP growth in the new member
states amounted to 5.5%, while growth in the
old member states remained at around 2.5%.
The strong growth performance enabled the
new member states to catch up in terms of
GDP per capita for about 40 % of the EU-
15 average. The real convergence process
in some countries was faster than in others,
highlighting the importance of having the
appropriate policies in place. Given these
figures, as well as the fact that according to
the report, nearly 70% of the new member
states exports go to the present EU, but only
4% of EU exports currently go to the new
member states, the consensus of economists
is that the gains are likely to be proportionately
much larger for the new EU members.

Accordingly, many in the new member
states and also in the candidate countries
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hope that EU membership will pave the way
towards their economic prosperity, having
in mind that, according to their estimates,
the earlier entrants have fared pretty well
after accession. The empirical results for
the accessing countries mostly support
this optimism of the accessing countries.
EU membership is estimated to increase
their trade by roughly 56%. In addition, a
one percentage point increase in openness
(i.e. the ratio of trade to GDP) is expected
to expand their output by about 0.7% in the
long run. Combining these two effects, the
new EU members can experience on average
an increase in their real income of roughly
39% in the long term (Lejour et al.,2006).
These results show that EU integration could
significantly help in reducing the income gap
between new and old member states.

Nevertheless, not everyone has benefited
to the same extent from the new trade
opportunities. The trade liberalization effects
for the individual accessing countries vary
widely. To a large extent this variation depends
on a country’s openness in combination with
the intensity of its trade with the EU and on the
quality of its institutions. Therefore, the large
EU and especially new entrants are facing a
challenge. They must be capable of creating
an endogenous growth process by investing
into physical and human capital and maintain
high growth rate even if there are strong
pressures of new competition and adjustment.
To achieve that, new entrants need more
investment leading to further improvement in
productivity, skills, and technology transfer;
stable legal and economic framework provided
by EU membership and assistance from EU
funds (World Economic Forum, 2017).

The most recent EU accession rounds that
took place in 2004, 2007 and 2013, commonly
known as “Central and Eastern European
Countries (CEEC)"enlargement, have raised
the interest in the growth implications of EU

414

The Role of EU Accession in Economic Development from
the International Trade Perspective

integration. It is thus important to assess
whether the accession of CEE transition
economies with quite different economy and
low income level into the EU has led to short-
term and/or long-term positive growth effects
for these member states. In this context,
this study provides a comparative analysis
of the impact of different market openness
indicators on the economic benefits of
the latest 13 EU members (Cyprus, Czech
Republic, Estonia, Hungary, Lithuania, Latvia,
Malta, Poland, Slovenia, Slovak Republic,
Romania, Bulgaria and Croatia) and their
policy creation. The empirical analysis of this
study covers 23 years of panel data for the
selected economies, spanning the period from
1995 to 2017. In addition, the study reveals
the main challenges and prospects of the
market convergence process, suggesting that
the positive effects of the market openness
are conditioned by the level of the initial GDP
per capita and other explanatory variables,
such as the industrial and technological
development of a country. The findings of
this paper have allowed obtaining a better
understanding of the relation between
economic growth and international trade in the
context of EU members. Furthermore, they will
be significant for the EU candidate countries
that should presumably find a solution for
the optimal utilization of the benefits of the
market liberalization process and achieving
sustainable economic growth.

2. LITERATURE REVIEW

Although  the theoretical literature
provides a significant support to the positive
association between international trade and
economic growth, their relationship is still an
open and debatable issue among scholars.
The empirical literature on the benefits of
trade openness measured using various trade
policy indices provides mixed evidence based
on different samples of countries.
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A range of empirical studies that have
investigated this relationship in the context of
EU integrations have documented a positive
correlation between these two variables,
showing that economies being open to trade
have higher GDP and grow much faster
(Romer, 1990; Barro, 2003). For instance,
Baldwin and Seghezza (1996) argue that
countries that were members of the European
Community during the period 1971-1990
experienced faster total factor productivity
(TFP) growth than other European countries,
such as those that were part of EFTA. TFP
growth is assumed to arise from two sources:
domestic (innovation) and international (the
ability to adopt and use foreign innovations).
The former is a function of the level of human
capital while the latter is assumed to be a
function of a catching-up period that is longer
the poorer the country is. More open and
less developed countries rely more on the
international channel for TFP growth than
other countries. Furthermore, the authors
suggest that the EC founding members
experienced the highest growth rates. They
also argue that European integration affects
growth through physical capital formation
(integration-induced, investment-led growth)
and knowledge creation (integration induced,
technology-led growth).

In a study for the EEC-6 countries, Italianer
(1994) utilized integration-depicting variables
based on the trade flows in the period 1961-
1992. The author identified important growth
effects of both, regional economic integration
as well as of general levels of openness. Within
a similar context, Haveman (2001) found that
being a free trade area or customs union
member and being open in general is both
growth-enhancing. Accordingly, Wacziarg and
Welch (2003) have shown that in the countries
that liberalized their trade regimes after 1950,
GDP growth rates rose by an average of 1.5
percentage points compared with the pre-

liberalization period. Their investment-to-GDP
ratio increased from 1.5 to 2%, while the
trade-to-GDP ratio increased by an average
of 5%. An influential article by Jeffrey Sachs
and Andrew Warner (1995) went so far
as to argue that countries that are open to
trade experience unconditional convergence
to the income levels of the rich countries.
Similarly, Ben-David and Kimhi (2000) show
that increasing trade openness in new EU
members means increasing rate of growth
convergence. In addition, the authors provide
evidence that increased exports, especially
from poorer countries to wealthier ones, are
related to an increase in the rate of income
convergence between them. They also argue
that prior to trade policy liberalization in
Europe, there was very little change in trade-
to-GDP ratios, whereas after the liberalization
a significant increase in trade occurred, with
tendency to remain at the new higher level.
Dohrn, Milton and Radmacher-Nottelmann,
(2001) discuss several implications of the FDI
inflows in the EU member economies. The
authors argue that FDI brings new technology
transfers, skills and governance improvement,
which is particularly important for the newly
entering members who have experienced
a surge in FDI inflows in the 1990s as their
accession to the EU became more probable.
About one half of those inflows came from
present EU members, and half of that level
represented FDI inflows from Germany.
A positive correlation between economic
growth and FDI per capita has been detected.
However, the causation direction is still difficult
to be confirmed. Baldwin and Seghezza
(1996) based their analysis on a growth
model which emphasizes the link between
trade barriers and the demand for capital. The
results showed that domestic trade barriers,
as well as foreign barriers tend to decrease
investment and consequently have a negative
impact on growth.
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One aspect of international trade impact
over economic growth that was less often
considered is imports. In that context, Lee
(1995), Humpage (2000) and Afonso (2001)
stressed that imports, especially of capital
goods, helps the transfer of technology
from more developed countries to the least
developed ones and encourages the pursuit of
new products and production processes, which
would foster productivity, competitiveness
and promote a faster catch-up from the
least developed economies to the leaders.
Imports also promote employment, directly
and indirectly, and domestic competitiveness
as well, that can lead to the reduction of
essential production inputs (Shirazi & Manap,
2005).

Finally, some more recent literature
also confirms that open economies indeed
experienced faster growth (Dava 2012,
Alragas et al. 2015 and Keho 2017)). These
findings are not surprising since leading
international policy makers from the World
Bank, IMF, WTO, and OECD put efforts to
ensure that the integration into the world
economy is the securest road to prosperity.
Accordingly, Fetahi-Vehapi et al. (2015) aimed
to investigate the impact of trade openness on
economic growth in 10 South East European
(SEE) countries covering the period 1996-
2012. The study examined the relationship
amongthe following variables: human capital,
gross fixed capital formation, foreign direct
investment and labor force. The findings
indicate that the positive effects on economic
growth are conditioned by the initial income
per capita. It was also established that trade
openness is more beneficial to countries with
higher level of initial per-capita income. Trade
openness was also found to favor the countries
with higher level of FDI and gross fixed capital
formation. Similarly, MaleSevi¢-Perovi¢ et al.
(2014) investigated the correlation between
trade openness, financial openness and
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economic growth. The results confirm that
trade openness and financial openness (FDI)
have a significant impact on growth and that
institutional openness affects the economy via
trade indirectly. Simut et al. (2014) identified
a direct correlation and causality between
exports, openness and economic growth for
10 East European states, and a long-term and
direct influence of some trade determinants
on economic growth. In the study examining
the impact of foreign trade and investments
on growth in Bulgaria in two different periods
(1991-1996, 1997-2006), Stattev  (2009)
verifies the hypothesis that foreign trade is a
factor of economic growth and that it acts as
one of the major transmission mechanisms
transferring effects on economic growth that
are generated by the dynamic development
of banking financial intermediation. Griesa
and Redlin (2012) studied the short-run and
long-run dynamics for 158 developed and
developing economies, and found evidence
pointing to a positive relation between trade
openness and economic growth in the long-
run, suggesting that in longer term openness
is found to be a favorable strategy to promote
growth. In the short term, such relation is
negative in low-income countries and positive
in high-income countries, which implies that
low-income countries may not harvest the
benefits from international integration process.

Furthermore, some studies argue that
trade openness has a positive effect on
economic growth under certain conditions.
For instance, Bussiere and Fratzscher (2007)
based on a sample of 45 industrialized and
emerging countries, suggest that trade
integration could speed up growth but only
in the medium and long term. Nugent (2004),
however, believes that enlargement of EU
offers very limited economic gains for the
original EU-15 at the same time offering
proportionately more economic opportunities
for the new EU members. This is explained

Economic Alternatives, Issue 3, 2019
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by the fact that since new EU members are
starting from a lower economic base and are
geographically smaller than the majority of
EU-15 ones, they potentially have much more
to obtain from their membership. Nugent
(2004) supports this opinion by claiming
that the main economic reason for seeking
membership in EU has been the success of EU
in terms of promoting trade, economic growth
and prosperity, which is highly desirable for
emerging European economies. Ahmed and
Suardi (2009) suggest that trade openness is
beneficial in countries with a more diversified
export structure, while Fetaki-Vehapi et al.
(2015) state that trade openness impacts
positively economic growth in countries with
higher initial per-capita incomes, higher levels
of FDI and gross fixed capital formation. In
this context, Petrakos and Arvanitidis (2008)
argue that the economic growth determinants
do not have the same impact on the advanced
and the less advanced countries (or regions).
Therefore, the priorities in terms of policy
creation should be quite different among
countries with a different level of economic
development. For the former group, the
authors highlight the importance of innovation,
knowledge, technology and human capital,
whereas for the less developed countries
they highlight the role of the socio-political
framework, the institutional environment and
the amount of FDI. Similarly, by using firm-
level data and linking it with country-level
reforms, Stankov (2013) argues that economic
liberalization affects firms of different size
differently. According to the empirical results
in the study, if an economy has a larger
share of smaller firms, then such an economy
benefits from market liberalization much more
than an economy with a higher share of large
firms. Accordingly, if the two countries go
through identical reforms but their firm size
distributions are different, the two economies
will react differently to the reform. This could

bring a reasonable explanation for cross-
country differences in the outcomes of similar
market-oriented reforms.

The results of other studies, however,
argue against existence of significant growth
effects related to the membership in the EU.
For instance, the study by Landau (1995)
found that there had been no statistically
significant difference between the growth of
EC member and non-member countries in a
sample of 17 OECD countries in the period of
1950-1990. This would suggest that there was
no long-term growth effect associated with the
membership in the EU. Similarly, utilizing the
panel data for 23 OECD countries, Vanhoudt
(1999) found no positive or negative growth
effects for EU members in comparison to non-
member OECD states. Brada and Mendez
(1988) used an OLS estimation of a pooled
data set and found that EU membership
positively affects the investment rates of
its member states. Yet they did not provide
any proof of integration — growth linkage.
Badinger (2001) applied time-series analysis
as well as static and dynamic data models for
EU member states and found no permanent
increase in growth rates related to economic
integration within the EU. Badinger, however,
identified important level effects — without
economic integration real per-capita GDP for
the EU member states would be lower than
recorded. For a panel data of 20 countries in
the period 1960-1999, Brodzicki (2003) found
no statistically significant effect related to the
EU membership. In contrast, the length of
membership in the EU and the scale of the EU
economy were found to have positive impact
on the growth performance of its member
states. Similarly, Crespo-Cuaresma (2002)
made a specification of a panel data model
with fixed effects and found that the length
of membership positively affects the growth
rates of the member states. The authors
further claim that economic integration within

a7



Articles

the EU led to asymmetric convergence-
stimulating effects.

The general conclusion that could be
drawn from this overview of empirical literature
is that the results obtained are very mixed and
sensitive to the use of different econometric
approaches, the choice of data samples and
explanatory variables.

3. METHODOLOGY AND RESEARCH
QUESTIONS

The aim of the research is to analyze the
level of international trade, precisely exports
and imports of the countries that joined the
EU in the last three accession years (2004,
2007 and 2013), as well as to examine
the interdependence between their trade
openness and economic growth. Therefore,
the object of the analysis are the following
countries: Cyprus, Czech Republic, Estonia,
Hungary, Lithuania, Latvia, Malta, Poland,
Slovenia and Slovak Republic that joined the
EU in 2004, Bulgaria and Romania in 2007, and
Croatia in 2013. The analyzed period covers
a 23-year panel which is the period before
and after EU accession. The information base
of the research are the World Bank data for
the analyzed EU countries within the defined
period. The methods used in the analysis
are descriptive statistics, correlation and
comparative analysis and benchmarking.

The purpose of the analysis is to examine
the impact of the EU membership on foreign
trade by comparing country’s exports and
imports before and after EU accession.
Furthermore, the analysis highlights the
importance that foreign trade openness has
for a country’s economic growth, measured
by the interdependence between export and
import and per capita GDP. However, it should
be taken into consideration that foreign trade
as a share in GDP is only one of the factors of
economic growth, in addition to trade balance,
terms of trade index, value added in exports,
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etc. Also, a certain contribution to a change in
foreign trade has trade with non-EU member
countries which is difficult to extract from the
available data.

In order to achieve the objective, the paper
is based on the following research questions:
1. Has the EU accession changed the flow
of international trade in the selected EU
countries?

2. Do the analyzed EU countries deviate
from the EU average in terms of international
trade?

3. To what an extent does the international
trade of the analyzed EU members
contribute to economic growth, measured
by the interdependence between exports
and imports, on the one hand and GDP per
capita on the other?

4. RESULTS AND DISCUSSION

Based on the predetermined research
questions, the research results are grouped
into three categories:

a) Analysis of the international trade of the
selected EU countries in the pre and post

EU accession period;

b) Benchmarking analysis of the exports
and imports between the analyzed EU
member countries and the EU average;

c) Correlation analysis of the international
trade and GDP per capita for the selected
EU countries and the EU.

a) Analysis of the international trade of
the selected EU countries in the pre and
post EU accession period
The EU is the world’s biggest trader,

accounting for more than 15% of the world’s

exports and imports. Free trade among
its members is one of the EU’s founding
principles contributing at the same time to the
liberalization of world trade.

Given the plenty of benefits that the free
movement of people, goods, services and
money provides in the EU as the world’s
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largest single market, it is necessary to | countries that joined the EU, namely Cyprus,
examine the potential changes in the country’s | czech Republic, Estonia, Hungary, Lithuania,
international trade before and after EU
accession. Hence Table 1 provides the data
on exports and imports of goods and service Republic, Romania, Bulgaria and Croatia, as
as a percentage of GDP for the last thirteen | well as for the overall EU.

Latvia, Malta, Poland, Slovenia, Slovak

Table 1. Exports and imports of goods and services (% of GDP) for the selected EU countries, in the period
1995-2017

Country Indicator 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Bulgaria 5192 5898 5011 4300 4317 3647 3515 3391 3468 4127 4286  47.32
Cyprus 66.76 7021 6919 6870 6693 69.96 6821 6241 5776 56.89 5569  53.44
g:m"c 4040 3832 4046 4221 4292 4819 49.03 4512 4691 5734 6218  65.19
Estonia 67.85 6179 7161 7438 7023 6164 6135 5832 5740 6152 6591  63.49
Croatia 2761 3073 3132 2949 3046 3651 3866 37.67 3889 3945 3930 3966
Hungary 3915 4185 47.87 5285 5552 6668 6473 57.97 5625 5954 6255  73.98
Lithuania 3714 4194 4497 3912 3241 3855 4404 4734 4617 4735 5384 5562
Latvia EBWOrts 3157 4045 3971 3919 3503 3688 3806 3658 3612 3908 4318 3997
Malta 12227 11410 11062 11034 11236 11933 10850 111.63 107.72 10346 104.37 123.45
Poland 2296 2200 2336 2598 2412 27.23 2723 2876 3339 3426 3461  37.86
Romania 2548 2628 27.99 2286 27.71 3272 3296 3522 3454 3564 3291  32.06
g:;";’:;‘" . 56.68 5229 5507 4666 4748 5407 5779 5748 6219 6871 7205  81.03
Slovenia 4561 4619 4759 4754 4415 5001 5175 5216 5090 5497 5958  64.70
f]';’i';';ea“ 2861 2897 3075 3095 3113 3444 3438 3362 3293 3433 3567 3778
Bulgaria 4991 4539 3728 3606 4779 4182 4454 4195 4494 5251 57.63 6454
Cyprus 67.63 7064 7058 6621 6428 6753 6364 6124 5624 57.02 5623  56.37
g::fl':)"c 4350 4318 4461 4248 4334 5004 5028 4640 4811 5653 5983  62.45
Estonia 7535 7230 8207 8405 7464 6488 6531 6577 6588 69.39 7101  73.63
Croatia 3580 3726 4423 3628 3651 3955 4218 4555 4633 4547 4543 46.40
Hungary 3912 4134 4688 5436 5821 7031 6596 5998 60.18 6345 64.80  75.07
Lithuania 4777 5123 5504 5053 4240 4473 4951 5302 5196 54.38 6107  65.88
Latvia IMPOTIS 3931 4947 4876 5125 4484 4487 4844 4672 4866 5463 5766  60.65
Malta 13170 12347 11549 11297 11466 12653 11016 107.23 106.85 10479 106.82 126.83
Poland 2072 2338 2711 3068 2990 3356 3085 3217 3605 3695 3567  39.93
Romania 3048 3410 3475 3062 3222 3800 4054 40.82 41.97 4458 43.02  43.99
gt’;’:;‘"c 5455 6294 6447 5727 5188 5663 6582 6471 6409 7145 7663  85.00
Slovenia 4786 4744 4873 4923 4848 5367 5279 5117 5121 5641 6022 6474
ﬁt‘l’i‘;ﬂe““ 2719 2753 2905 2972 3039 3419 3361 3219 3181 3308 3477 3713
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Table 1. (Continued)

Country Indicator 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Bulgaria 5238 5254 4233  50.18 59.07 6080 6465 6501 6411 6398 6633
Cyprus 5326 50.00 4873 5021 5203 5344 5865 6206 6452 6471  63.82
Czech Republic 6641 6323 5868 6608 7131 7617 7687 8255 8105 7954  79.45
Estonia 6320 6680 60.80 7508 8654 8599 8430 8257 7861 7898  78.03
Croatia 3900 3848 3452 37.63 4032 4152 4280 4531 4823 4901 5126
Hungary 7794 7929 7441 8183 8675 8641 8566 8765 9021 8954  90.00
Lithuania 5036 5714 5194 6534 7500 8162 8406 8110 7584 7445 8131
Latvia Exports 345 3954 4260 5366 5782 6131 6030 6074 6040 60.04 6047
Malta 129054 14848 14774 15326 16031 16525 157.06 148.60 139.46 13611

Poland 3856 3786 3718  40.06 4256 4444 4632 4750 4952 5226  53.39
Romania 2842 2625 2655 3256 3705 3746 3075 4119 4101 4133 4144
Slovak Republic 8328 8005 6761 7634 8505 9143 9382 91.85 9297 9462  96.30
Slovenia 6760 6611 5724 6429 7037 7312 7452 7581 7699 7765 8221
European Union 3830 3897 3475 3845 4111 4231 4243 4279 4336 4316 44.64
Bulgaria 7121 7230 5061 5308 5860 6397 6506 06596 6396 5067  64.80
Cyprus 5802 6286 5408 5748 5586 5492 5682 60.01 6372 6549  67.79
Czech Republic 6396 6106 5481 6294 6748 7137 7111 7618 7505 7206  72.24
Estonia 7207 7073 5584 6872 80.81 8444 8149 7974 7460 7512  73.55
Croatia 4627 4652 3824 3806 4078 4104 4234 4330 4586 4619 4910
Hungary 7726 7892 7037 7652 8064 7972 7868 8127 8135 7946 8227
Lithuania 6348 6871 5362 6722 7755 8076 8281 7908 7632 7316  79.29
Latvia Imports 147 5246 4422 5513 6279 6576 6385 6219 6091 5915  61.80
Malta 12897 14872 14924 15417 15807 16061 150.79 13660 13240 12541

Poland 4210 4290 3804 4205 4452 4488 4437 4615 4643 4821  49.40
Romania 4236 3017 3277 3875 4264 4244 4052 4163 4164 4223 4357
Slovak Republic 8440 8288 60.09 7779 8596 8776 8959 8843 9136 9112  92.88
Slovenia 6680 68.04 5537 6285 6854 6891 6896 6841 6840 6850 7255
European Union 3757 3860 3366 3751 4003 4027 3978 3995 39.85 3971 4119

Source: The World Bank
Note: The marked years represent the accession date of the selected EU countries
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Figures 1 and 2 graphically illustrate the values of exports and imports as a percentage of

GDP from Table 1.
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Fig. 1. Exports of goods and services (% of GDP) for the selected EU countries in the period 1995-2017
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Fig. 2. Imports of goods and services (% of GDP) for the selected EU countries in the period 1995-2017

Based on Table 1 and Figure 1, in the
analyzed 23-year period for 13 EU countries,
the significantly higher values of exports are
recorded in Malta. After the EU accession

in 2004, Malta rapidly began to increase its
exports even in the period of global financial
crises in 2009. However, the negative trend of
exports in Malta occurred in the last five years,
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starting in 2012. Among the other 12 analyzed
EU countries with similar value of exports, the
biggest positive move in exports from 1995
to 2017 is recorded in Hungary, Lithuania,
Slovak Republic and Czech Republic. After
slight fluctuations and slow growth in the
pre-accession period, the value of exports
in the 12 analyzed EU countries after the EU
accession and global financial crises was
recovered with a further mild growth.

As for the import values given in Table 1
and Figure 2, the biggest share of imports
in GDP is also recorded in Malta, and in the
Slovak Republic and Hungary, among other
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countries. Putting aside the global financial

crises affect, all analyzed EU countries

continued to increase slightly the import
values after EU accession.

b) Benchmarking analysis of the exports
and imports between the analyzed EU
member countries and the EU average
In order to benchmark the last 13 EU

member countries between each other,
but also to the EU in accordance with the
international trade, Figures 3 and 4 illustrate
the data of exports and
percentage of GDP.

imports as a

1996

1998 — Bulgaria
—— Cyprus

1999 Czech Republic
——Estonia
— Croatia
2000
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——Lithuania
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——Poland
2bue ——Romania
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—— Slovenia

—— European Union
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2005

Figure 3. Benchmarking of exports of goods and services (% of GDP) for the group of selected EU countries,

in the period 1995-2017
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Figure 4. Benchmarking of imports of goods and services (% of GDP) for the group of selected EU countries,

in the period 1995-2017

Based on Figure 3, Malta is a country with
the biggest share of exports as a percentage
of GDP among the analyzed EU members,
and also compared to the EU average. On
the other hand, Romania is the only analyzed
country with the lower share of export within
the GDP in comparison to the EU average.

As for the imports of goods and services
as a percentage of GDP, Malta as well
shows the highest values compared to other
EU countries and the EU average. While all
countries examined in the analyzed period
have imports as a percentage of GDP higher
than the EU average, only Poland at the
beginning of the period (1995-2002) shows
lower imports as a percentage of GDP than
the EU average.

c) Correlation analysis of the international
trade and GDP per capita for the
selected EU countries

Correlation analysis serves to determine
the degree of interdependence between
different indicators. The most commonly used
measure of a linear relationship between
indicators is Pearson’s correlation coefficient
(Soldic-Aleksic, 2015):

_ COVyz _ E{xz - E}{,}z - J_'}
- (n—1)s,s,

T =
SxSy
The strength of a correlation is determined by
the value of the Pearson’s coefficient. Therefore,
if Pearson’s correlation coefficient stands
between 0.10 and 0.29, the correlation is low; if
Pearson’s correlation coefficient stads between
0.30 and 0.49, the correlation is medium, and
for Pearson’s correlation coefficient above 0.50,
the correlation is high (Soldic-Aleksic, 2015).
However, before Pearson’s correlation coefficient
is applied, the existence of relationship between
indicators should be determined based on the
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concept of statistical significance. By analogy,
this relationship can be positive when a change
of one variable follows a change of other
variable(s) in the same direction, or it can be
negative in the case of variable changes in the
opposite directions.

Before the correlation analysis is applied,
Table 2 shows the results of descriptive

The Role of EU Accession in Economic Development from
the International Trade Perspective

statistics for the international trade (export
and import) in the selected EU countries
and the European Union, covering the last
23-year period. Accordingly, in the table are
shown minimum, maximum and mean values
of exports and imports as a % of GDP, as well
as a standard deviation, for a selected group
of EU countries and specified time frame.

Table 2. Descriptive statistics of the international trade in selected EU countries (1995-2017)

Correlation Minimum Maximum Mean Std. Deviation
Bulgaria: Exports (% of GDP) 33.91 66.33 50.4483 10.82226
Imports (% of GDP) 36.06 72.30 54.5052 10.86034
Cyprus: Exports (% of GDP) 48.73 70.21 60.3726 7.15547
Imports (% of GDP) 54.08 70.64 61.5070 5.31348
Czech Republic: Exports (% of GDP) 38.32 82.55 59.9809 15.09194
Imports (% of GDP) 42.48 76.18 58.2178 11.65051
Estonia: Exports (% of GDP) 57.40 86.54 70.2778 9.39274
Imports (% of GDP) 55.84 84.44 73.1039 7.05106
Croatia: Exports (% of GDP) 27.61 51.26 38.6013 6.20086
Imports (% of GDP) 35.89 49.10 42.5596 4.02622
Hungary: Exports (% of GDP) 39.15 90.21 69.9443 16.37647
Imports (% of GDP) 39.12 82.27 68.0922 13.26673
Lithuania: Exports (% of GDP) 32.41 84.06 56.8109 16.71466
Imports (% of GDP) 42.40 82.81 62.1509 12.93666
Latvia: Exports (% of GDP) 34.57 61.31 45.8326 10.38038
Imports (% of GDP) 39.31 65.76 53.9561 7.49274
Malta: Exports (% of GDP) 103.46 165.25 128.8164 20.39243
Imports (% of GDP) 104.79 160.61 128.7532 18.15901
Poland: Exports (% of GDP) 22.09 53.39 36.1561 9.81262
Imports (% of GDP) 20.72 49.40 37.6530 8.04979
Romania: Exports (% of GDP) 22.86 41.44 33.0165 5.77966
Imports (% of GDP) 30.48 4458 39.2526 447153
Slovak Republic: Exports (% of GDP) 46.66 96.30 72.3835 16.87201
Imports (% of GDP) 51.88 92.88 74.6391 13.48207
Slovenia: Exports (% of GDP) 4415 82.21 60.9157 12.16128
Imports (% of GDP) 47.44 72.55 59.6248 8.88609
European Union: Exports (% of GDP) 28.61 44.64 36.6922 5.00713
Imports (% of GDP) 27.19 4119 35.1643 4.48104

Source: Prepared by the authors (SPSS Statistics)

The results in Table 2 show that the
minimum share of exports in GDP for the
analyzed countries ranges between 22.09
(Poland) and 103.46 (Malta), while minimum
share of imports in GDP for the same countries
ranges between 20.72 (Poland) and 104.79
(Malta). On the other hand, the maximum
share of exports in GDP scores the values
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from 41.44 (Romania) to 165.25 (Malta), while
the maximum share of imports in GDP is
between 41.19 (EU) and 160.61 (Malta).

Table 3 illustrates the correlation analysis
between international trade and per capita
GDP for the analyzed 13 countries in the last
23-year period.
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Table 3. Correlation analysis between GDP per capita and export & import for the selected EU countries (1995-

2017)
Correlation
Bulgaria: GDP per capita-Exports
GDP per capita-Imports
Cyprus: GDP per capita-Exports

GDP per capita-Imports
GDP per capita-Exports
GDP per capita-Imports

Czech Republic:

Estonia: GDP per capita-Exports
GDP per capita-Imports
Croatia: GDP per capita-Exports
GDP per capita-Imports
Hungary: GDP per capita-Exports
GDP per capita-Imports
Lithuania: GDP per capita-Exports
GDP per capita-Imports
Latvia: GDP per capita-Exports
GDP per capita-Imports
Malta: GDP per capita-Exports
GDP per capita-Imports
Poland: GDP per capita-Exports
GDP per capita-Imports
Romania: GDP per capita-Exports

GDP per capita-Imports
GDP per capita-Exports
GDP per capita-Imports
GDP per capita-Exports
GDP per capita-Imports
GDP per capita-Exports
GDP per capita-Imports

Slovak Republic:

Slovenia:

European Union:

Pearson Correlation

Coefficient of determination *Sig. (2-tailed)

0.694 48.16% 0.000
0.817 66.75% 0.000
-0.900 81.00% 0.000
-0.693 48.02% 0.000
0.885 78.32% 0.000
0.876 76.74% 0.000
0.615 37.82% 0.002
0.197 3.88% 0.368
0.639 40.83% 0.001
0.393 15.44% 0.063
0.869 75.52% 0.000
0.856 73.27% 0.000
0.912 83.17% 0.000
0.921 84.82% 0.000
0.762 58.06% 0.000
0.761 57.91% 0.000
0.824 67.90% 0.000
0.677 45.83% 0.001
0.913 83.36% 0.000
0.919 84.46% 0.000
0.540 29.16% 0.008
0.941 88.55% 0.017
0.919 84.46% 0.000
0.903 81.54% 0.000
0.842 70.89% 0.000
0.887 78.68% 0.000
0.828 68.56% 0.000
0.823 67.73% 0.000

Note: *Correlation is significant at the 0.01 level (2-tailed).

Source: Prepared by the authors (SPSS Statistics)

Based on the correlation analysis results
provided in the previous table, there is a
positive correlation between GDP per capita
and international trade in the analyzed EU
countries in the period 1995-2017. Accordingly,
the increase in the exports and imports of
the analyzed countries leads to an increase
of GDP per capita as well. The highest
correlation is recorded in Lithuania, Poland,
Romania and Slovak Republic. While the
majority of analyzed countries have a positive
high correlation in both exports and imports,
Croatia has a positive medium correlation
and Estonia a positive low correlation in
imports. The only exception is Cyprus which

has a negative correlation between imports &
exports and GDP per capita in the analyzed
period referring to a change in opposite
direction between variables. Namely, the
increase in exports and imports leads to
decrease in per capita GDP in Cyprus and
vice versa.

The coefficient of determination, as a
squared Pearson’s coefficient of correlation
R?, can be also used for the purpose of data
interpretation (Table 3). Namely, the coefficient
of determination shows the common variance
of two variables, or how much of the variance
of one variable is explained and caused by
the variance of the other variable (Soldic-
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Aleksic, 2015). Therefore, there is 48.16%
of the common variance between GDP per
capita and export for Bulgaria, respectively
the variance of GDP per capita for Bulgaria
is explained and caused by the variance
of Bulgaria’s export for 48.16%. The same
explanation applies for the other data.

Conclusion

Given the theoretical assumptions and the
empirical evidence, it could be concluded that
the trade openness of an economy may have
a positive impact on economic growth due to
lower trade and transaction costs, increased
specialization, transfer of technology and
knowledge and competitive pressure. The EU
integration process that is accompanied with
the sharp decline in trade barriers is therefore
believed to bring significant benefits to the
economic performance and growth rate of
assessing countries.

According to the results of performed
empirical analysis, the selected 13 EU countries
that joined the EU in the last three accession
years (2004, 2007 and 2013), supposedly
experienced an increase in international
trade even before their membership in the
European Union as the world’s biggest trader
and largest single market. However, after the
EU accession, the value of their exports and
imports continued to grow excluding the years
of the global financial crisis. As the latest EU
members, these countries show that the share
of exports and imports in GDP is higher than
the EU average, with some slight exceptions.

The conducted correlation analysis results
have, therefore, confirmed the fact that a
country’s openness to international trade
contributes to the enhancement of economic
growth. Namely, the results of the correlation
analysis have confirmed a positive correlation
between international trade (export and
import) and economic growth, respectively the
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increase of exports & imports values increase
GDP per capita, and vice versa.

Considering all the above, one can
conclude that the EU accession process
accompanied with trade liberalization has
had a positive impact on the economic
development path of transition economies.
However, the potential of utilizing such trade
liberalization benefits is conditioned by the
initial level of their per capita GDP and other
explanatory variables such as industrial and
technological development of a country.

Moreover, it is worth of mentioning that the
conclusions could be subject to the impact of
the key limitations of this study. In this regard,
future research should address the impact
of different market liberalization indicators
on the economic growth of the selected EU
countries, such as the trade balance, terms
of trade index, value added in exports etc. In
addition, research could continue and provide
a more detailed insight into the foreign trade
structure of the accessing countries so that
the impact of intra-community trade only
on the economic benefits of selected EU
members should be determined.
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