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EU accession: A road to fast-track convergence? 
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The economic growth record of the New Member States (NMS) of the European Union after 
the recovery form transition in the early 1990s has been impressive. The region is widely 
believed to have benefited from catching-up dynamics as well as economic and institutional 
integration with the EU. However, the debate is open regarding the degree to which EU 
integration mattered for catching up and through which channels. 

    This paper assesses the impact of EU accession on the growth performance of NMS in a 
panel analysis after controlling for a series of institutional factors. This way, we check 
whether, on top of facilitating institutional convergence, and therefore growth, the prospect of 
EU accession had an additional significant impact per se. Second, we investigate which 
factors appear to be associated with stronger growth-enhancing effects of EU accession, 
testing in particular the effects of initial income levels, institutional quality and financial 
development in conjunction with the growth experience of the NMS during the accession 
stage. 

    This paper employs a large cross-country dataset to dispose of a significant control group. 
The panel dataset comprises annual observations of advanced, emerging, and transition 
economies starting in 1960. In addition to the standard determinants per-capita GDP, 
population growth, investment, openness and human capital formation, we also include 
variables related to economic transition and EU integration, namely initial output loss, terms-
of-trade growth and institutional quality of the legal system, freedom of trade, and the 
regulatory environment. The role of institutional quality for growth is stressed, for example, 
by Acemoglu et al. (2005). Controlling for all these effects, the additional EU accession 
impact is measured in a difference-in-difference approach. The interaction of an accession 
time dummy with a NMS region dummy permits to assess whether the prospect of EU 
accession affected the growth rate of NMS, relative to the pre-accession period and to the old 
EU-15 member states (OMS). 

    The results suggest a significant EU accession effect on top of the impact of the remaining 
explanatory variables. While the NMS growth rates appear significantly lower than those of 
the OMS during the transition period of the early 1990s, the NMS perform significantly better 
than the OMS during the EU accession period, as compared to the 1994-99 reference period. 
The results are basically robust with respect of the definition of the sample. Potential 
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endogeneity of investment as an explanatory variable is addressed by using initial sub-period 
values and the relative price of investment in a set of instrumental variable regressions. 

    Interacting the "accession dummy" with various explanatory variables, it is found that the 
growth effect during the accession period was particularly strong for those NMS with 
relatively low initial income levels, weak institutional quality and lower degrees of financial 
development. EU accession seems to have had a fast-track convergence effect particularly on 
the economic laggards among the NMS. Furthermore, accession is likely to have improved 
institutional quality, further supporting the growth in the NMS. By triggering financial 
inflows and the reconstruction of the banking system, the prospect of accession may have 
fostered growth in those NMS with weak financial depth. 


