The Economics of Visa Restrictions

In the last couple of weeks, the presidential secretariat has warned the EU repeatedly, through interviews with journalists, that Ukraine may soon restore visa restrictions because the EU is not making any progress facilitating access for Ukrainians to the EU.

Obviously, it isn’t fair that EU citizens can visit Ukraine without a visum, while Ukrainians who want to visit the EU need to supply a long list of documents, stand in a queue at the visa-center and pay money to maybe get a visum. And it isn’t fair either that to enter Ukraine,  visitors from African countries need to supply a long list of documents, stand in a queue at the visa-center and pay money to maybe get a visum.  Clearly fairness is not a major criterion in any countries’ decision whether or not to open its borders for international visitors. 

In an interesting recent working paper, Erik Neumayer of the London School of Economics discusses the trade off countries face when imposing such visa restrictions. From one side, visa restrictions are a way to keep unwanted individuals out of a country – this is why autocratic and repressive regimes, who fear that foreign influence might endanger the stability of their regime, tend to have more restrictive access regulations – North Korea, for example, imposes restrictions on travelers from almost every other country. Keeping unwanted individuals out of the country is also the reason that developed countries restrict access to individuals from developing countries – developed countries fear that some visitors will not return back home, and either ‘take jobs from local people’ or burden a country’s social security system. This is probably the reason why the EU is so reluctant to give easy access to Ukrainians, and the reason why Ukraine restricts access for visitors from African countries. 

Besides benefits, visa restrictions do have costs too.  Erik Neymayer’s calculations show that abolishing visa which have to be obtained before traveling, increases the number of visitors to a country by between 49% and 63% on average. The extra visitors do not only include extra tourists who spend money in the country, they also include visitors who come to do business and invest. Hence, the economic benefit of open borders is quite substantial.

Each country has to weigh benefits to costs, and based on such cost-benefit analysis needs to decide about its optimal set of visa restrictions – often this leads to asymmetry, where country A gives free access to citizens of country B, but not vice versa –according to Erik Neumayer’s data, about one third of all country pairs have such asymmetry.  While one can label such asymmetry as unfair, cost-benefit analysis can easily explain them:  for example, visitors from the EU have probably more economic value for Ukraine than Ukrainian visitors have for the EU. And EU visitors are less likely to overstay in Ukraine, than are Ukrainian visitors visiting the EU.

Reintroducing tough visa requirements for EU citizens thus seems not in the interest of Ukraine, especially in times of a serious economic crisis in Ukraine. One could however argue, like professor Neumayer that , unlike the visa that have to be obtained before traveling, visa that have to be obtained at the airport by paying a small fee are unlikely to reduce the number of visitors by much. While this option seems attractive and would generate some extra revenues in the short run, I would argue against it as a good solution for Ukraine. First, introducing payments at the border is likely to create another long queue at Boryspil Airport, adding to the negative first impression that is already created by the long passport control queues. Second, it is probably better for Ukraine’s reputation as a tourist and business destination to have visitors spend some extra money during their visit rather than at their arrival at the airport. Third and most importantly, introducing such payments will not convince the EU to reduce the visa requirements for Ukrainians.

If Ukrainian politicians are seriously interested in convincing the EU to relax visa requirements for Ukrainians, the best they can do is spend all their effort on improving Ukraine’s economy, thus making Ukrainian visitors more attractive for the EU and making Ukrainians less likely to overstay in the EU. Making the economy thrive is much more effective than an empty threat.

