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Twenty years of transition: issues and problems 

Although very different from the standpoint of their history, culture and level of  development, the South-Eastern European (SEE) countries share some important similarities: they did not enter in the modernity and in the industrialization process before the Second World War (except some areas of Croatia and Romania), and did not experience democracy and free market economy before 1990, currently they are multinational states (except Albania). So in this paper I will try to outline and consider some characteristics and problems that are similar among Balkan societies in the period of transition and during their evolution since the fall of communism. 
Over the past twenty years, three major issues have marked the Balkans that continue to be a crucial cornerstone in the political balance and social affairs, in the geopolitical stability of the area and for development of the Balkans and prospect of European integration: 1 ) nationalism and its dynamics, 2) the issue of intra-Balkan relations, and 3) the international relations with other European countries.
These three major issues are closely intertwined with each other; it is worthwhile to devote some thought to each of these issues.
Nationalism and its dynamics
The end of communist regimes in Southeast Europe saw the emergence of an irrational and extremist nationalism, which offering simplified messages, often racist, opened deep conflicts within society already struggling with falling living standards; in the Yugoslav space this  led to armed conflict. Evidently, material conditions in which communism left Balkans people were one of the causes, although certainly not the only one to feed nationalism.
 

According to some political scientists the years of communist power in these countries could be compared to an "ice-age" of political cultures, attitudes, aspirations, at the end of which the dynamics and peculiarities of the period before communism re-emerged.
 Indeed once Yugoslavia (and communism) disappeared, traditional dichotomies such as Europe-Balkans reappeared, and nationalist claims and nationalism emerged again, deploying in all their virulence, all these circumstances should demonstrate the merits of this assumption.
  (Table 1)
However, this reading is only partly true. In the years of communist power in Yugoslavia (as in the Soviet Union and in the rest of the Balkans) claims on a national basis were excluded from the universe of political discourse and all manifestations of nationalism were promptly suppressed, while the national status and nationality remained fundamental cognitive categories of society. 

The communist regimes had tried to restrain, contain and control the expression of nationality in the political sense (potentially disruptive) by creating national-territorial structures, while the national elites were co-opted by the regime or in some cases persecuted and expelled from power, when the established order was threatened (this is the case of  Croatian Spring or protests in Kosovo in 1981).

In this way, the communist regimes sought to empty the concept of nationality of its contents, imagining that, in the long term, nationality would lose its character as an essential component of social life. But intentions and consequences are rarely shown as divergent as in this case. 
Indeed as soon as the communist parties lost social control and political space widened, the category of nation gave structure to the political vision, filled the rhetoric and thus was able to organize political action. Once institutionalized, then, the category of nation was quickly politicized, thus establishing the foundations of thought, of rhetoric, and of political identity.
 In the terms of Max Weber’s "switchman" metaphor it determined the tracks, the cognitive frame along which action was pushed by the dynamic of material interests.
 Therefore in the Balkans, especially in the former Yugoslavian space there was a pervasive "nationalization" of public and even private life. In the case of Yugoslavia, the processes of secession were the next step. 
It is obvious that with the fall of communism, the transition from old to new paradigms, those typical of democratic and capitalist societies, was neither simple nor linear; so collective identities were not immediately replaced by individualism. Indeed they, and their forms, such as nationalism, are still alive and fertile, while individual identities struggle to find adequate expression.
 
Furthermore, nationalism emerged during the 80s in various forms. Claims by minorities (Hungarians in Transylvania) or ambitions for more autonomy or sovereignty (Albanians in Kosovo) found fertile ground in the economic crisis, in the fall of the internationalist character of the Balkan communism and in the progressive loss of legitimacy of the systems. 
  

In Romania, the nationalism represented a salient feature already in the last phase of the Ceausescu power. Chauvinism, anti-Semitism, and exaltation of folklore and of the Romanian national symbols characterized the Conducător’s communism, eventually feeding hatred, mistrust and discrimination which had dug a deep furrow between the Romanian population and minorities. More damage had been done by the ‘systematization’, a crazy project of Ceausescu aiming at moving tens of villages with all their inhabitants: the result was the cultural exclusion of ethnic minorities (particularly Hungarians, Germans and Roma) and restriction of their rights (prohibition of newspapers and elimination of television broadcasts in Hungary, end of Transylvanian Autonomous District). In the '80s, around 15,000 Germans abandoned Romania each year  for West Germany and even more were the Hungarians who annually emigrated to Hungary.
After the fall of communism and the beginning of the transition, a sense of insecurity on one hand, and the openness of the political scene on the other, unlocked new opportunities for xenophobic political groups (Vatra Românească) causing serious clashes involving the Hungarian minority (in 1990 in Tirgu-Mures and then in other places). This facilitated the assertion of political parties, such as România Mare, the Greater Romania Party, who have ambitions of territorial expansion and are a threat for the coexistence of different nationalities. The climate of intolerance and resurgent nationalism has caused serious problems in respect of the largest minority in Romania, the Roma (more than 2.5 million); after 1990-1991 they became the subject of widespread intimidation and violence in numerous and repeated events throughout the country, all episodes that never previously occurred. 
With some similarities to the Romanian case, but essentially different is the national question in Bulgaria. In fact, Bulgaria was one of the few countries that in 1991 incorporated in its constitution a provision that expressly prohibited the formation of parties along ethnic, religious or territorial bases, probably to avoid the emergence of pro-Bulgarian Macedonian parties that would cause international friction with Yugoslavia and then with FYRM, opening the door to conflicts that are rooted in past decades. However, while not feeding territorial claims or restoring "natural borders", some aspects of Bulgarian nationalism have had serious internal consequences. 
A few months before the fall of communism, Todor Zhivkov had launched a violent anti-Turkish campaign (the largest national minority in Bulgaria with about one million citizens), diverting towards nationalism the growing popular discontent and dissatisfaction to the regime, now close to collapse. When the assimilation of the Turkish minority failed, Zhivkov encouraged the emigration of Turks from Bulgaria to Turkey. These dynamics left trailing after the fall of communism, and although thousands of Turks returned to Bulgaria in the post-1989, the seeds of distrust and intolerance have sometimes sprouted, opening new social conflicts and religious contrasts (Islam versus Orthodoxy). 
 In recent years, mono-national state, anti-Islamism, the myth of Europe are some of the paradigms that have nourished the Bulgarian nationalist claims.
In the former Yugoslav area, in 1981, serious manifestations of national character were registered in Kosovo, where Albanians had claimed for their Province the status of seventh Republic of the Federation. The revolt was harshly suppressed with arrests, trials and subsequent convictions, but it brought up a comparison between Albanians and Serbs that assumed the tone and the appearance of a creeping war. A few years later, in 1986, the Memorandum of Serbian Academy of Sciences appeared, claiming with an unusual and peremptory tone, a greater role for the Serbs in the Federation. The alleged discrimination against Kosovo Serbs, represented from 1986 onwards, was one of the topics of the Serbian nationalist propaganda and the central theme on which Slobodan Milošević built his political fortunes.
 It 's clear that the nationalist agenda came to catalyze social hardship, diverting attention from economic issues, and exacerbating the problems of coexistence between different nationalities.
Milošević political action that aimed to create a Federation under Serbian hegemony provoked the alteration of the federal pact: the equality of republics, supreme guarantee for the Yugoslav peoples, came out distorted. All this led to the deterioration of relationships between the various Yugoslav nationalities. In Croatia, during 1990, the first free elections brought to power Franjo Tudjman, a nationalist who accelerated the conflict with the Yugoslav Federation and other nationalities. At that point, after the failure of hegemonic option inside the Federation, Milošević tried to unite all Serbs in one state. 
In June 1991, following a referendum held a few months before, Croatia and Slovenia declared their secession from Yugoslavia. Moreover an armed conflict began, or rather, between 1991 and 1995 a number of conflicts worked out and brought death and devastation among the Yugoslav peoples.
 At this stage, among all the Yugoslav peoples, projects of major states (Great Serbia, Great Croatia) emerged, each of which claiming for themselves an exclusive territory, opening irremediable conflicts with other people living on that territory. 

Indeed the destruction of Yugoslavia was consumed through the refusal of the common identity;  in this transitional phase the political and intellectual elites of various nations focused on "original" identity of their people precedent to the birth of the common state; in this sense, the true identity of individuals or groups was to be sought  in the pre- Yugoslavian past.
 

In the Yugoslav space nationalism influenced public life long after the end of conflicts. In Croatia and in Serbia, albeit with a different degree of democracy, the political scene had common features: in both countries a party of clear nationalist imprinting was hegemony (HDZ in Croatia until 2000 and SPS-Jul in Serbia until 2000), it had the monopoly on economic policy, contributed to ethnification of politics, imposing authoritarianism; even though these characters are somewhat mitigated after 2000 (in Serbia after 2007), they produced long-term consequences and marked the transition in both countries.

There is however a fundamental difference compared to the forms of nationalism that occurred in Bulgaria and Romania and those emerging from the former-Yugoslav space. In the first two countries, nationalism took the connotations of "majority nationalism", tending to compress and to discriminate national minorities;
 on the contrary in former Yugoslavia the question was linked to the issue of territory: the national conflict concerned rights lo land. In the Yugoslav space, during Tito era, the claims on territory of its many nations had been accommodated through constitutional rights, but the explosion and development of nationalism gave way to the accommodation
 (“We can’t live together” was one of the most frequent refrain during the ’90). It opened a process of defining who and which persons had a right to live on that land. The expulsion of persons according to their nationality, labelled ethnic cleaning, had nothing to do with ethnicity, but rather with securing national rights to land.
         

Recently, "the Balkan crisis" has almost come to an end, or has at least been  reduced within the framework of a peaceful operation with international support. The causes that led to the crisis (the explosion of nationalism, the desire for a nation-state, the discrimination or the persecution of minorities) are attenuated or close to an end (with the exception of the Kosovo question).
 In most countries the Constitution guarantees minority rights which are respected in practice (as in the case of Croatia, Romania and Bulgaria), in other cases the rights are still struggling to find a concrete application. 

After the fall of communism, currently nationalism has led to a geopolitical redefinition of the European space, with the destruction of three multinational federations: Yugoslavia, Czechoslovakia and the Soviet Union. Indeed from this decomposition emerged rather fragile nation-states however "far more fragile than the political societies to which had previously belonged."
 Meanwhile in Western Europe a seemingly opposite phenomenon was occurring: the gradual overcoming of the nation state. On one hand the process of European integration and the establishment of the single currency require processes of transfer of powers and sovereignty, on the other the relocation of production, the massive use of technology, telecommunications, the emergence of a new nomadic elite helping to dilute the significance of the border, transferring it from the geographical space to a cultural dimension, of class, striking at heart the identification between sovereign state and territory. 
 However both phenomenon, in the East and in the West, highlighted the crisis of the modern nation state.

The inter-Balkan relations

The Yugoslav wars and the adoption of a nationalistic agenda by some governments have had serious consequences in inter-Balkan relations. For years, words like "division" and "separation" have prevailed over words like "integration", "collaboration" and "cooperation." 

In recent times, the need for broader collaboration among the countries of the region dates from the early eighties of the twentieth century, culminating in 1988 with a inter-Balkan conference attended by all countries of the region (Turkey, Greece, Bulgaria, Romania, Albania, Yugoslavia) with a high-level representation of the six foreign ministers. During the years of Gorbachev’s conciliatory policy, for the first time, in that forum, the participating countries tried to overcome divisions and different points of view on the basis that some major development issues in the region had to be faced with an integrated and multilateral approach: the issue of infrastructure (roads and ports), energy, technology transfer, tourism. The national minorities issue was supposed to be the first problem that should have been discussed jointly and multilaterally, in order to remove the topic from bilateral comparison which had been often difficult and forerunner of further divisions, but it was  also the largest theme of conflict between some countries and so remained relegated only on the background. That first meeting, symbolically important, although in practice poor of results, was  followed in the next years by other ones, in various capitals, where the principle of equality was expressed and reaffirmed. Currently Bianchini writes "the need to separate the minority from the territorial issue had not yet matured: since the identification was persistent, the suspicions of irredentism that, traditionally, poisoned regional relationships were inevitable." 

But in those years, while "the volksgeist, the spirit of the people and the zeitgeist, the spirit of the time, had awakened and had taken shape, becoming vast crowds, overwhelming rivers," 
 in Yugoslavia weapons broke into people's lives, and new frontiers, divisions and barriers of all kinds overcame the multilateral development and integration projects. The dissolution of former Yugoslavia, which before 1991 had a significant trade with the rest of the Balkans, further weakened the cooperation between the countries of the region.

In 1992, the Serbian Prime Minister Panić, a political meteor who tried to overthrow the power of Milošević and reverse the drift along which Serbia and Montenegro were initiated, proposed to other countries in the region, the establishment of a Balkan economic community  similar to the European Community. The proposal, although interesting and suggestive, found conflicting acceptances and soon faded as its creator did. The war in former Yugoslavia with its social and economic repercussions in neighbouring countries, the difficult conditions imposed by the transition in Albania, Bulgaria, Slovenia, Romania created a problematic environment in which regional co-operation was seen neither as normal nor beneficial, but undesirable, a distant or unattainable goal.

But after Dayton and the improvement of material conditions in the countries of the area,  the role of the European Union as the most important trading partner for most countries revealed. 
  (Table 2) Gradually the role of the EU was not only for trading, but it encouraged the beginning of a stronger inter-Balkan cooperation. The first field has been trade liberalisation. In the context of the Stability Pact for South East Europe (SP), a Memorandum of Understanding on Trade Liberalisation and Facilitation was signed in June 2001 by Albania, Bosnia and Herzegovina, Bulgaria, Croatia, the former Yugoslav Republic of Macedonia, Romania, and Serbia and Montenegro. After this, the signatories of this document completed a network of FTAs in the region, even though almost half of these FTAs still need to be fully implemented. So far in fact, intra-regional trade remains rather limited, with only three countries (Bosnia and Herzegovina, the former Yugoslav Republic of Macedonia and Serbia and Montenegro) importing from their SEE neighbours for more than a quarter of total imports, and the EU is the main trading partner of the region.
 The countries of the region have a very similar specialisation pattern (mostly in labour-intensive and basic products) which limits the intra-regional trading opportunities. However the bilateral FTAs have contributed to rapidly rising rates of intraregional trade with the sheer of number of agreements also creating potential for additional barriers to trade. Therefore, a single free trade agreement for SEE - CEFTA - was signed in December 2006 and has entered into force remarkably quickly.
 Reorientation of trade towards the EU countries and ATM bilateral trade measures have had a positive effect on economic growth of the region.
    

Yet inter-Balkan cooperation cannot be exhausted by opening to trade. It is worth asking whether openness to trade is a value in itself or whether, on the contrary is desirable only when inserted in a context of a wider cooperation under the state’s authority and control. Otherwise the risk is to have a double faced reality, like the Arizona market in Bosnia-Herzegovina: it started as a checkpoint, a limes, and over the years it has become probably the largest mall in the Balkans. It thus embodies the value of trade when it becomes a means for overcoming barriers and borders and as development opportunity. There is however also a dark side of the Arizona market, laden with black market practices, organized crime and human trafficking: a place to buy bread when there is no bread to be found or  to buy a human being to satisfy sexual appetites.   

The state, or national, perspective is inadequate to meet the needs and problems of South-East Europe: we live in an age beset by 63 global emergencies (the number and contents were identified by the World association of scientists) that prevent singles states to approach  individually and solve one of them. 
 These countries are condemned to cooperate despite the great diversity among them, cooperation which should be carried out with mutual respect and with  great patience, if  this part of Europe is to be maintained liveable.
The Balkans and the relations with others European countries

The South-East Europe has a history of sometimes difficult relations with the international community and, in some cases, an isolationist tradition. This legacy of the past has largely been overtaken after 1989, when the region's problems were internationalized. Several sessions of the UN Security Council, international summits and meetings of ministers of the European Community have produced resolutions, recommendations, approved missions, to stem  the conflict in the former Yugoslavia and to deal with problems of various kinds in the region. Two major military operations were conducted by NATO in 1995 in Bosnia and Herzegovina and in 1999 against Serbia, this last “brief” war ended nine years of conflict in the former Yugoslav space.
  

Another important aspect of the International intervention in the Balkans had essentially a humanitarian and peacekeeping feature. After 1990 there were two missions in Albania (Pellicano in 1991 and Alba in 1997) and others in Kosovo, Macedonia, Croatia, Serbia, Romania. The two missions in Albania, in which Italy played a leading role, were conducted in a very particular climate: in 1991 it was mainly to bring food aid to a country exhausted by the economic crisis and by decades of international isolation, while in 1997 the intervention was to rebuild the Albanian state that had virtually ceased to exist after the crisis of financial pyramids. 

Beside the long United Nations Mission, especially after the signing of the Dayton Agreements, international organizations and dozens of NGOs from various countries were deployed in Bosnia-Herzegovina, to begin the complex phase of material and immaterial reconstruction.
 

Currently International humanitarian intervention have had some success in the Balkans but it is also a history of inglorious failures. In Bosnia-Herzegovina, for example, huge resources  have been allocated: the list of donors which have provided funds include 50 countries and 14 international organizations, among them the United States and the European Union were the most important grantor of aid and loans.(Table 3) In this effort a leading role was assumed by the World Bank through the IDA (International Development Association) that in addition to commit its own funds, coordinated the financing activities of many donor countries. Until 2000, the efforts were focused on rebuilding houses, schools, aqueducts, roads, telecommunications and power plants to supply electricity; in five years most of infrastructures were restored almost to reach the standards prior to the conflict. However once the reconstruction started, it was more complex  to help Bosnia and Herzegovina to implement structural reforms that would allow self-sustainability. The World Bank, the International Monetary Found and the European Union have worked on dozens of projects, supporting the work of Parliament, with the intention introducing a new banking law, to unify customs, to establish new tax, to reform the welfare system, creating a federal fund for health insurance. Only part of the reforms was implemented, while others were rejected or postponed.

Fifteen years after Dayton, in Bosnia and Herzegovina the two Entities are still not integrated, a contingent of the EU is still present in the country, many refugees are not returned to their homes, (figure 1) while economic indicators return the picture of a fragile and inefficient economy. Of huge resources invested, only a very little portion remained, most of them have slipped away, leaving few traces. So Bosnia-Herzegovina is a case of failure, mainly due to political reasons: in time, the Dayton agreement has proved little more than the end of hostilities, but it is not suitable as stable and efficient platform for the State. (figure 2)  Already a few years after the war it became clear that there was a close relationship between the political-institutional development and the economic one, but rather than starting a confrontation on the institutional framework achieved with the Dayton Agreement, the international community considered that an improvement in economic conditions of the country would have a positive effect on the political choices of citizens, which then would no longer identified only on ethnic basis.
 But despite expectations, the economic situation has not improved and this, as noted by a survey of the World Bank, along with social problems is the major concern of Bosnian citizens, yet crystallized on ethnic identification. 
 

After 1995 two phenomena contributed to the integration of the Balkan space in the wider European context: the migrations and the process of production delocalisation. In Italy, France, Germany and other EU countries South-East Europe migrants have come and permanently reside for work; (Table 4) these communities that often maintain stable relations with their mainland, have led to an increase of the intra-continental communications, of the trade and financial flows, and of the traffic to and from the Balkans, forcing governments to set up consular offices and various service in Western European countries; all this has facilitated the exchange and the permeability of borders, but has also posed new problems as the issue of citizenship in the host country and others more strictly political, as evidenced clearly in the case of presidential elections in Romania in December 2009, when the vote of Romanians living in Italy completely reversed the outcome of the polls for Traian Besescu, reappointed president for another term. 

A second factor of integration came from the West; the privatization process in SEE has led to the acquisition of many companies from Western societies, while competitive levels of labour costs attracted investors from Western Europe, encouraging the delocalisation of production in South-East Europe. Along with capital entrepreneurs, consultants, workers arrived in the region,  bringing technology and know-how, but also lifestyle; all these factors contributed to integrate the SEE production systems in the wider European market.

For the Balkans, the European Union was a pole of economic attraction as well as an important political and institutional reference. Over the last years, five main instruments of European integration and regional cooperation were established: the Stability Pact, the Central European Initiative (CEI), the Adriatic-Ionian Initiative, the Alps-Adriatic Working Community and finally the process of Stabilization and Association, that is the process of gradual adaptation to EU standards, after which the various countries acquire the status of potential candidate for EU membership. It is obvious that these institutions and instruments, albeit at different levels, tend to a multilateral approach, that for South-Eastern Europe is more necessary than ever; currently they  limit bilateral negotiations among countries that on national issues is very complicated and introduce new institutional and private actors as local governments and NGOs. Good results were achieved through the Stability Pact for SEE, that was a serious attempt by International community to move beyond crisis intervention approaches and to establish a comprehensive, long term conflict prevention strategy trough cooperation between SEE countries on one side, and international (EU above all) assistance on the other. The Stability Pact was adopted in June 1999 and launched one month later during a summit in Sarajevo under the auspices of the international community: Albania, Bosnia-Herzegovina, Bulgaria, Croatia, The Former Yugoslav Republic of Macedonia, Serbia, Romania, Moldova and Montenegro were the countries involved in the initiative. The hope of some countries that the Stability pact could be something like a Marshall plan for Balkans had to be disappointed: the Pact had no funds of its own. Moreover, in these years, it played an important role allowing for available funds to be spent in a more targeted and co-ordinated way.
 The Pact uses the power of persuasion to reach their goal: conflict prevention and peace building. The way has been the promotion of sustainable democratic system, the promotion of economic and social well being, and the creation of a stable security environment.
 Indeed the Pact can be certainly numbered among the international initiatives that have produced tangible results, with a good ratio between invested resources and achieved results.

The Stability Pact and the process of accession to EU have promoted and encouraged forms of supranational control (by the EU) on many institutions in the countries of the area; national banks and private financial assets in general, political parties, administrative and legal bodies have been reformed and new staff has been formed according to the standards and dictates of the acquis communautaire. All elections were monitored by the EU and OSCE missions until the electoral processes reached an acceptable democratic standard in relation to the European one. Currently  the transfer of powers and sovereignty has helped these countries in two ways: in general it has improved the quality of institutions and services provided to citizens, strengthening the democratic system and last but not least, the transfer of power and control has helped to alleviate the identification between the sovereign state and the nationality. 

Part Two   
   The transition: notes for a balance

  
             Twenty years have gone by since the beginning of the post-communist transition in the Balkans and in Central and Eastern Europe, allowing an assessment of this experience, most of which is already possible to historicize.
 If on one hand the consequences of the transition have had a huge impact on Balkan’s societies, on the other it is legitimate to argue that in almost all countries the transition is considered nearly completed. In fact almost everywhere the process of reforms that opened the transition modelled all societies of the Balkans, transforming them in a deep way,.

Only 20 years ago, in 1990, South-East Europe was in a very different condition in comparison with today: Yugoslavia was the most populated and the most developed country of the region, both in economic and in social terms, and also the country most integrated with Western and Central Europe. Albania was, instead, the most closed and the less integrated country in the region. In just one year, this situation changed radically.

The nature, size, and implications of the transformation of the Balkans countries (but we could say the same for all former communist countries) during the process of transition have few   precedents in world history. Perhaps this has not been the first “great transformation”, to borrow the Karl Polanyi expression, but no other countries have had to face the dual challenges of radical societal modification and the need to reverse the decline of economic activities that characterize the last communist period.
 These challenges have involved the redressing of major societal imbalances through crucial and rapid reforms, such as the establishment of new political, democratic institutions and constitutional changes enhancing the introduction of free economic markets; the redefinition of social relations through a new, effective, social contract between state and individual; the establishment of a new welfare state and social protection system, the creation of a new legislation to permit and regulate the private ownership of land and assets; almost everywhere, in the SEE there was inadequate knowledge from which to draw guidance for these processes; this condition increased the complexity of the societal changes in the region.
  

The transition is related to the concept and the term of "privatization". But the term "privatization" should be understood in a wider sense, as the three pillars of the economic transition from socialism to capitalism are privatization, liberalization and stabilization. In general terms it can be argued that the objectives pursued by the governments of countries in transition were to increase economic efficiency, to create an economy dominated by the private sector and ultimately to reduce the public sector deficit. 

Although each country has followed its own path with differences often not negligible as far as speed of process and results are concerned, the effectiveness of policies against objectives, and the adverse effects from short to medium term, it is possible to draw a general profile within the change matured. In fact around 1990 in some countries (notably Poland, Hungary, Bulgaria) a plurality of positions emerged about the speed that the reforms should have had.
 And while on the one hand many scholars have emphasized the importance of speed for the implementation of the reforms and the privatizations, others (labelled ‘gradualists’) suggest a more articulate concept of  speed: according to them it would have been necessary to proceed without delay with measures such as the transformation of enterprises into joint stock companies, the introduction of management control systems etc.. in order to pave the way for privatization which in the case of large conglomerates, would have required several years before being completed. 
 Actually, this debate remained largely confined within universities and Western research centres but it did not involve seriously the Balkan countries rulers, or the public opinion of the South East Europe and it certainly did not affect the beliefs of the IMF advisors and of the World Bank who supported the governments in the transition process. 

The general tendency towards the 'shock therapy' was due to several factors: the  communism had left static societies, where each element of dynamism had been frustrated for decades and consumptions compressed, so with the fall of communism the majority of citizens claimed dynamism and a rapid conquest of the capitalist paradigm; on the other hand the package of economic reforms for the transition proposed by international organizations (World Bank and IMF) to these countries, was based on the so-called Washington Consensus, a series of measures openly neo-liberal; finally the Balkans governments (and generally those of Eastern Europe), either   expression of the reformed communist parties or being of the former opposition, enjoyed in the early years of transition a broad political consensus among the general public, creating an excellent window for opportunity.

Essentially, the fast implementation of reforms did not meet any opposition within the societies:  there were no movements to incite people against the new order; most members of the former old guard had become disillusioned with their former socialist ideals; the more enterprising ones changed sides and became business men and/or active players in the new political environment.
 Finally a key factor that accelerated the process was the availability of modern technology.     

One of the reasons that would suggest more caution was the social cost of those measures: the closure of numerous (and inefficient) companies and high levels of unemployment were the foreseeable consequences, expected by many economists. Moreover, the former regime had been destroyed and discredited and everything conferring with the status of reform and capitalism renewal was quite unanimously accepted. It is interesting to note that international agencies and their advisors that  provided assistance to governments paid little attention to the "rules", an adequate framework of laws and institutions, believing that the privatization itself would generate a "demand for rules"; many economists argued that granting individuals the control of property would create a political constituency for the rule of law, where there is protection for private property rights. An International Monetary Fund study concluded that “any privatization is better than none, regardless of whether a stable, competitive environment has been established first or not.”

Moreover,  the motto was: first, privatization and the creation of a class of owners then the rest will follow.  However there is no theory to explain how this process of institutional evolution, including a legal framework for investor protection (i.e. new civil and commercial codes), could occur.  Indeed in many countries such as Russia and other former Soviet Union countries it has not occurred creating an unfair and distorted form of oligarchic capitalism. 

In some countries kleptocrat company managers, and  the new economic nomenklatura, opposed efforts against the adoption of capital market laws. They did not want strong supervisory agencies and what they did not want, they did not get. The contrast between what the sincere reformers wanted and what emerged is strident. Without a framework of strong institutions and regulations as guarantees, the chance of the new mighty ones increased and so their possibility of conditioning.
 If the assumption was that private ownership would defeat corruption, indeed in many cases it increased. This general consideration is true especially for Russia and for the post-Soviet republics, but also for some European countries. The experience of former socialist countries clearly suggests that the transition to capitalism has to be an organic development, where the emphasis has to be placed on consolidation and stability and not on the obsession of the speed of the process. The most successful examples of transition are countries where each element of the process of transformation marched together; and as Kornai argues «There is a close correlation between the measures of economic success and the restratification of society».
       

In the Balkan states the process of association to the EU led to Western European economic and institutional standards, and many of these problems were partly scaled down after 2000. Ex-post it can be said that much emphasis has been given to the market, ignoring the consequences of short-and long-term income disparities and increasing the gap between rich and poor. A more consistent incomes policy would have produced positive effects and certainly a more effective growth. Moreover many scholars believe that excessive income inequality is a threat not only to economic growth, but also for democracy and for social development.
 Indeed, an important line of thought suggests that successful growth recipes can be accepted –and thus meet success- only if distributive issues are taken into account adequately,  and social-justice criteria drives the transition and the reform agenda.

                                      The social costs of transition 
The years following 1989 were difficult for all Eastern Europe countries. While the old safety was falling, new certainties, or dreams, could hardly be realized. The Serbian writer Filip David wrote in those years:  "It’s gone the world to which we belonged, and we do not know, do not see, what is emerging from its ruins." 
 After 1990, the collapse of the national product and of industrial production, the rising of unemployment and cost of living, the reduction of the guarantees of the welfare state  have marked all the countries from Albania to Bulgaria. (Table 4) 

In Albania, in 1991-1992 due to the serious economic crisis and the decades-long isolation of the country, the health facilities virtually collapsed. In rural areas the majority of the population had no access to the most rudimentary means of preventing cholera, diphtheria, dysentery, hepatitis and other diseases which spread as a result of poor hygiene, poverty, water pollution and lack of prevention measures. The education system was in agonizing conditions: in the 1991-1992 period many schools were destroyed or abandoned, a large number of teachers emigrated and all this   caused the fall in the number of enrolments. Another issue was the reform of the education system focused on communist values.

In Bulgaria, the transition had a hard social impact. Because of migration (especially by the Turks) and the decline in birth rates (the lowest in Europe) between 1989 and 1996 the population decreased of  7% (from 8.99 million to 8.34) . Life expectancy for women fell from 74.9 to 74.6 and for men from 68.3 to 67.4. This is largely a result of the health systems collapse. Unemployment was the most obvious social phenomenon: between 1990 and 1992 the unemployed rose from 65,000 to 577,000.
 The private sector was still weak and unable to absorb the unemployment deriving from former state companies.  

The drastic decline in living standards in the early years of transition was mainly due to price liberalization that led to the increase of consumer goods (which stood at the levels of all other European countries), while on the other hand wages remained low, and thousands of people were expelled from the workplace. This happened contemporarily in Bulgaria, but also in other countries of the region. Social spending fell due to the pressure put on governments by international organizations (IMF-WB) in order to hold  public expenditure and debt.

In all the countries the privatization process created a pool of chronic long-term unemployment, which in turn gave rise to other social consequences such as alcoholism, drug abuse, domestic violence, prostitution, crime, homeless.
 (Table 5) For Governments was objectively difficult to bring down unemployment rates since to balance the closure of a large state company it is necessary to create tens or hundreds of small and medium size enterprises, whose development  takes a considerable length of time (and a favourable business environment).
  Balkan and Eastern European workers who lost their jobs due to  the restructuring of companies had two disadvantages compared to workers in the same situation in Western Europe: first they were not used to "selling’ themselves to search for work and were also not used to competing in the job market; secondly the support from the institutions and society was weak, as unemployment had not existed before 1990 and therefore a "culture" of unemployment assistance did not exist such as specialized personnel to assist these workers. 
Crime and corruption that during the communist regimes remained unseen and behind the scenes became, during transition period, present in everyday life which became less secure on many fronts. The high social costs of transition had political consequences on the subsequent development of the process: in almost all countries the first free elections brought the opposition parties to the government (almost everywhere centre-right oriented). However the socialist parties (heirs of the former communist parties) took revenge in many countries (Hungary 1994, Croatia 2000,  Bulgaria 1994, Albania 1997). Many people realized that the individual costs of transition were very high, and therefore they supported the party that promised to defend and promote the existing social services and a more cautious progress of reforms. The result was a slowdown in some cases up to stall, of the processes of privatization and of the reforms between 1994 and 1998. Pejovich argues that one of the mistakes made in transition countries is not to have made a decommunization «and former Communists are been among the carriers of institutional restructuring in these countries». He says: «Given their habits and customs of the past, former Communists, although not always intentionally, have favoured policies that attenuate private-property rights and increase regulations».
 Indeed over-regulation and the slow down of reform and privatization process are due to  the high social costs of transition, in fact in most countries of the Balkans (and of Central and Eastern Europe) they produced a strong social opposition to reforms and the defeat of centre-right political parties between 1994 and 2000.
     

Reforms and privatization: some differences between the Balkan countries.


         As just mentioned, the mode and speed of the transition have caused profound changes in social stratification, a dramatic change has taken place in the distribution of incomes and consumptions, with increasing levels of inequality. The socialist egalitarianism has given way to societies where  competition has opened, but the lack of social protection nets, has created  not only "losers" but also "winners."

  We have spoken briefly above of those who found themselves unprepared for facing the reform process and what remains to be seen are the "winners" and mechanisms of their success.
The former Yugoslav republics had an advantage compared with other Balkan countries, having for many years cultivated the self-management system that already included some aspects of the market economy. There was in fact an opening in the Yugoslav space, even cultural, to the paradigms of the market economy with  a close relationship between workers and their company  foreshadowing a more harmonious transition to the free market. The transition, in the Yugoslav space  even started earlier than elsewhere, as in 1989 the Prime Minister Ante Marković launched a reform package designed to make the dinar totally convertible and to liquidate the self-management, opening up to market forces and to integration with the rest of Europe.
But the Federal government and Marković were «missing the most critical resource in any reform: political consensus of main actors and generalized matrix of interpretation».
 The nationalization of politics led  the Republicans governments to occupy the policy space of the federal government and all these  resulted in the collapse of the reforms designed by the Federal Prime Minister. The ethnicization of the politics had as further consequence some revolts of national character (Serbs in Croatia and then Serbs in Bosnia and Herzegovina) which led to military confrontation in the war.
Indeed at the moment of the proclamation of secession from Yugoslavia by Croatia and Slovenia, part of the reforms had already started and the economy was in fact open to private actors, although privatizations had timidly begun. It is clear that from that moment onwards the responsibility of implementing these policies passed to the governments of the successor states whose attitudes were different.
 Faced with these conditions of relative advantage, all former Yugoslav republics (except, in part, Slovenia), were found to have a disadvantage compared to other countries in the area. Between 1991 and 1995, while Romania, Albania and Bulgaria faced the open sea of the reconversion of former planned economies, building democratic and pluralistic institutions, the former Yugoslav republics were involved in the wars of secession, that, although at different levels of involvement and consequences, caused enormous tangible and intangible damages which slowed down the process of transition, in some cases up to stall. 
In time of war, the privatization of state enterprises (in Croatia, Bosnia-Herzegovina, Macedonia, Montenegro and Serbia) was a difficult process, slow and often opaque, during which there were speculation and illegal profits.
 The difficulty was exacerbated by the fact that foreign investors were not intentioned to risk their capital in countries that fought a war with their  neighbours, so between 1991 and 1999 the former Yugoslav republics had little ability to attract foreign capital. Thus, two features have characterized the transition in the former Yugoslav space: capitalism was built without capitals and privatization (especially in Serbia) was very slow. 
The war and the ethnification of  politics in Croatia and in Serbia led to a simplification of the political framework: the hegemonic parties diffused the idea that the survival of the new state (Croatia) or the Serbian nation (in Serbia) was linked to the role and to the exercise of the power of the same parties, that is they invited to identify the party with the state government, all of which reduced the space for a critique towards the governmental political parties, as those who criticized where accused of not being sufficiently patriotic. 
 
So both in Serbia and in Croatia, although at different level, the reforms and the privatization process suffered of the authoritarian nature of the parties in power; of the weak and suppressed opposition, of the institutionalization of the ruling parties into political regime, in which no firm borders existed between party and state.
 

Both in Croatia and in Serbia the period was marked by «weak economic and public governance, widespread clientelism and corruption, syndrome of early winners (often of dubious reputation) blocking further reforms, absence of the rule of law and low credibility of institutions, booming unofficial economic and political activities, speculative (often criminal) entrepreneurship crowding-out the productive one, authoritarian tendencies in politics based on premises of national fundamentalism, growing inequality and poverty, denial of individual and group rights, combination of xenophobic and imperial ambitions, both working against co-operation with neighbours, but with wider international community as well, increasing the pressure of conditionalities being subsequently imposed by international organizations and institutions».

The process of privatization of social property would have been a great collective opportunity, on the contrary, with rare exceptions, it was a lost opportunity. The idea of Franjo Tudjman was to create a class of 100-200 national capitalists from scratch, that even in the absence of equity, would have built the Croatian capitalism. So dozens of companies ended up in the hands of a few people who had the sole merit of being members of the inner circle of the President. The few courageous voices who dared to speak of "robbery of the century" or who tried to publicly denounce the mismanagement of the regime were accused of "treason", or  to be "enemy agents" or be "jugonostalgičari”. Once the robbery of the public wealth ended, there remained very little of the new entrepreneurial class, most of the beneficiaries of privatized industries did not make good use of what they received, sometimes breaking up companies, other times selling parts of them, or in other cases closing, after selling the land for hotels and tourist complexes to be built on.  All of them quickly made huge personal fortunes, however, squandering an industrial heritage and a huge human capital.
It is  clear that what happened in Croatia and most of all in Serbia, is easy to explain from a political point of view. The allocation of the former self-management-property was crucial to the maintaining of power for the ruling parties.    

Ivo Bićanić defined this kind of Croatian experience “Crony capitalism”; the «term CC is used to describe a capitalist economy based on cronyism, clientelism and populism, a system in which financial markets do not dominate the allocation of capital. (…) With the exception of Slovenia all of Yugoslavia’s successor states and, arguably, the remaining three Southeast European economies as well (Albania, Bulgaria and Romania), developed an economic system which is best called crony capitalism». 

Conclusion 

In South East Europe, the transition process can be divided into two phases: the first from 1989 to 2000, and a second one from 2000 to 2007 for Bulgaria and Romania and still ongoing for the other countries (Albania, Croatia, Bosnia-Herzegovina, Serbia, Montenegro and Macedonia). (Tables 6-7) The first phase has been the era of major structural changes, of the construction of a pluralist political system and of the introduction of the market economy, but also the phase in which these countries have faced their traditional problems. The process was not everywhere linear and in some countries democracy has not arrived immediately; here the new system was a "democrature" as defined with a neologism by Predrag Matvejević, a particular form of democracy that still maintained some features of authoritarianism. It is clear that the capitalist economic system does not automatically guarantee the emergence of democracy.
 The creation of a stable and democratic system -wrote Douglass C. North- takes time, and the mere promulgation of formal rules is a recipe that can lead to disappointment if not to the real disaster. 
 However between 2000 and 2001 in Croatia, Bosnia-Herzegovina and Serbia the national governments that had led these countries during the Yugoslav wars were overthrown in a democratic way, while in Albania, after the 1997 crisis, the situation was stabilized and in Macedonia, with the signing of the Ohrid Agreements (2001)  the basis for a peaceful coexistence was placed. 
After 2000, therefore, a new phase was opened, during which, almost everywhere, the process of economic and political reform was completed and many of the problems we have referred to were softened by a more comprehensive institutional framework, by the alternation in power of various political coalitions and by greater public awareness. However, in 2000 an even more articulated process started. The Helsinki European Council (December 1999) and the determined German Foreign Minister Joschka Fischer that advocated the creation of the Stability Pact (July 1999) set the process of integration of South Eastern Europe with the EU, which was implemented in 2007 with the accession of Romania and Bulgaria, and with the forthcoming accession of Croatia (probably in 2012) and Macedonia (perhaps in 2014) and, recently, with the application for entry from Serbia, Albania and Montenegro.
The process of integration and for Bulgaria and Romania the membership, as Kornai argues, may be seen as certificates, which can be supposed to attest the fact that these countries boast democratic political system and functioning market economies.
 Thus, for now, the challenge seems overcame and it shares some similarities with the one that these countries faced after the Second World War.
   (Table 8)
Despite the mistakes and the inequality that the process generated, Balkan societies have emerged from the transition with an unusual and positive appearance in many ways: a bourgeoisie has emerged, a middle class that as with democracy, had never taken roots and the economy has been reorganized around a more flexible and different production system. Almost everywhere the tertiary sector has been imposed as the central sector of the economy, the cities have changed their face and they are now open to tourists while foreign capital and the region is integrated with the rest of Europe; all these are formidable achievements reached in just twenty years.
Objectively the South Eastern Europe states have some disadvantageous conditions in comparison with the large countries of Central and Western Europe: they have a worse quality of soils, a large percentage of mountainous territory, they are multinational states which constitute a weakness and a cause of division. However to be at another level in the stage of development does not mean that the SEE people have not acquired important awareness and knowledge in many fields.  

Too often, in the past, Western Europe scholars and intellectuals tried to give advice and recommendations to the SEE people, advice which was unwelcome and unsolicited.  I will conclude with what SEE people can teach us and with the baggage they carry in EU. In general, living in multinational states, the SEE people have a greater knowledge and awareness of the problems of political representation and individual and collective rights. For years, for example, in the former Yugoslavia the federal reform was debated on several assumptions; each of these reforms involved different methods and criteria of representation. This knowledge is not trivial but rather is a valuable asset, as in the long process of building Europe, the issue of the criteria of democratic representation is one of the most crucial challenges and one of the most difficult knots to untie.
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