
Extractive Institutions in the 
Western Balkans  
PAPER SERIES

NOVEMBER 2016



Impressum:

© 2016 European Fund for the Balkans All rights reserved.

The views represented herein are the authors’ own and do not necessarily reflect 
the views of the European Fund for the Balkans, its staff, or its founding partners.

No part of this publication may be reproduced or transmitted in any form or by 
any means without permission in writing from the European Fund for the Balkans

This publication can be downloaded at no cost at www.balkanfund.org.



3

Contents

EFB issue papers series 4

1. Introduction 5

2. The Character of the Public Institutions 7

3. What Can Be Done? 10

4. The Reform of Public Institutions 12

5. The Role of the EU 16

Author: Dusan Pavlovic 18

The European Fund for the Balkans  19



EXTRACTIVE INSTITUTIONS IN THE WESTERN BALKANS

4

EFB issue papers series

The issue papers are EFB commissioned papers which contain early data analy-
sis, an informed perspective on a topic and encompassing reccomendations on 
improving the situation in the relevant issue. The issue paper are meant to be a 
vehicle for quick dissemination intended to stimulate discussion in a policy com-
munity. The papers are publicly available and further distribution to interested 
parties is encouraged, but reference to the author and the EFB should be ac-
knowledged.



5

1. Introduction

The most recent Freedom House indicators show alarming signs concerning the 
state of democracy in all Western Balkans countries.1 Media freedoms show a 
marked decline in countries like Macedonia and Serbia, and a daunting absence 
of progress in countries like Montenegro, Bosnia and Hercegovina, and Albania 
(Figure 1). Another study gives numerous examples of media freedoms deterio-
rations in 2015 in the Balkans.2

As shown by numerous studies on democracy, media freedoms are essential for 
the democratic process.3 Yet, they seem to be on the decline in many parts of the 
world4 not only in the Western Balkans), and the silence about this progression 
is worrisome, too.

Figure 1: Freedom of the Press (Freedom House)

1 The five countries under scrutiny are known by two names: the Western Balkan coun-
tries and Southeast Europe. The former name usually denotes the security risk that 
connects all six countries. Southeast Europe sometimes is used to denote Romania and 
Bulgaria, while the term Balkan includes Croatia, Turkey, and Greece. (Gligorov, 2012: 
16-18). In this paper I use WB5 for the remaining five countries in the Western Balkans 
(the term coined after the 2003 Thessalonica Summit) that aspire to receive EU mem-
bership status but are still some way off from full integration with the EU. The countries 
are Albania, Bosnia, Macedonia, Montenegro, and Serbia.

2 Toby Vogel: Media freedom and integrity in the Western Balkans: Recent developments. 
(European Fund for the Balkans, 2015)

3 John Keane: The Media and Democracy (Polity, 1991); James Curran: Media and De-
mocracy (Routledge, 2011); Richard Gunther and Anthony Mughan: Democracy and the 
Media. (Cambridge University Press, 2000). Manuel Castells: End of Millennium: The In-
formation Age: Economy, Society and Culture. (Wiley-Blackwell; 2 edition; 2010) Miklos 
Sukosd and Karlo Jakubowicz: Finding the Right Place on the Map. (Intelect, 2008)

4 “Press freedom declined to its lowest point in 12 years in 2015, as political, criminal, 
and terrorist forces sought to co-opt or silence the media in their broader struggle 
for power.” (https://freedomhouse.org/report/freedom-press/freedom-press-2016; 
Accessed: Sept. 30, 2016)

https://freedomhouse.org/report/freedom-press/freedom-press-2016
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Other indicators, which relate to electoral process and the rule of law, are also 
either in decline or do not seem to improve over a significant period of time. For 
example, the electoral process worsened in Macedonia, Montenegro, and Serbia 
in 2015-2016, and remained unchanged in Bosnia and Albania. According to the 
FH corruption index, corruption seems to be on the rise in every Western Balkan 
country. The respective Democracy Score (which is a composite index of seven 
sub-indices from the Nations in Transit study, and for which a higher number im-
plies less democratic) worsened in all Balkan countries except Albania (Figure 2).

Figure 2: FH’s Democracy Index (from Nations in Transit)

 

Why is this happening?

Most Western Balkan countries suffered troublesome times in the 1990s as a 
consequence of the armed conflicts in former Yugoslavia, which afflicted the 
whole region. All countries were slowed down in the process of European inte-
gration and democracy building.

After a promising start in the new millennium, some of these countries seem 
either to have stumbled, or slowed down at best. What happened with these 
countries? Why did the democratic process get stuck or worsen? 
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2. The Character of the Public Institu-
tions

I offer the following answer to this question. I claim that the major reason for 
this democratic erosion can be found in the nature of public institutions. I define 
“public institutions” as a set of rules that determine the allocation of public re-
sources in a country.5 6

Consider several rules. The rules that determine how an agency should distribute 
subsidies to economic agents; the rules that determine how public enterprises 
request public tenders; the rules that determine how a public office hires new 
civil servants; the rules that determine who is qualified for early retirement from 
the state-run pension fund; the rules that determine what kind of committee a 
local municipality can form; the rules which give the right to an office to use the 
resources from the state budget for subsidies to private companies etc. These 
rules constitute public institutions.

Public institutions may be under the strict surveillance of controlling institutions. 
We can list some: the agency for the combat against corruption; ombudsperson; 
commissioners for information of public importance and personal data protec-
tion; commissioners for protection of equality etc. This is what is usually called 
the fourth branch of government.7 We should also not forget the third branch, 
namely—prosecution and judiciary. They also, in a different manner though, con-
trol how public institutions allocate public resources.8

All these institutions oversee what the first type is doing (Figure 3). Public and 
controlling institutions may be integrated and harmonised. If they are—in that 
that the latter oversees what the former does with the public money—we talk 
about inclusive institutions that generate responsible behaviour amongst public 

5 I advance the concept of public institutions from the World Economic Forum’s first 
pillar, which is named institutions (e.g. property rights, diversion of public funds, irreg-
ular payment and bribes, judicial independence, wastefulness of government officials, 
burden of government regulation etc.). (Detailed explanation of the pillars can be found 
in the 2016 WEF Report, p. 39). The concept of public institutions is extracted from the 
World Economic Forum’s set of institution indices, which can be found in any WEF’s 
Global Competitiveness Index Report. To proxy the allocation of resources, I extract the 
following institution’s indices: diversion of public funds, public trust in politicians, irreg-
ular payments and bribes, favoritism in decision of government officials, and wasteful-
ness of government spending.

6 I adopt the list of mechanisms and institutions from the World Economic Forum’s first 
pillar, which is named institutions (e.g. property rights, diversion of public funds, irreg-
ular payment and bribes, judicial independence, wastefulness of government officials, 
burden of government regulation etc.). (Detailed explanation of the pillars can be found 
in the 2016 WEF Report, p. 39).

7 Andreas Schedler (ed.) (1999) Self-Restraining State. Lynne Rienner Publishers.
8 Judiciary and prosecution are not fully controlling institutions, as they are also con-

cerned with protection of property and execution of contract among private agents. 
They are very frequently engaged in controlling processes of public institutions and 
public administration. It is this aspect of their role that is relevant for this analysis. To 
keep things simple, I will not give an analysis of judicial systems here.
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officials. If the two are detached (you can spend money, but nobody controls 
you), we can talk about extractive (grabbing9) public institutions.

Figure 3: The Impact of Controlling and Judiciary Institutions on Public Institu-
tions

If public institutions are extractive, they will enable a misuse of public resources, 
generate irresponsible public spending, and, as a consequence, a high level of 
corruption. In contrast, if they are inclusive, they will promote prudent use of 
public resources and the accountable behaviour of public officials, which will re-
sult in a lower level of corruption.10 11

Public and controlling institutions should be clearly differentiated from demo-
cratic institutions. Democratic institutions are related to processes such as hu-
man and media freedoms, election, separation of powers, rule of law etc.12 These 
institutions regulate how political actors compete for access to the public institu-
tions in a fair and foreseeable manner. Democratic institutions are fair if they give 
everyone a chance for access to public institutions. If political agents are treated 
equally, the turnover of political elites will be possible, because everyone will ac-
cept leaving the government when they lose the elections, since they know that 
they will have a chance to return after some future elections. If you knew you 
would never get a chance to return to office, you may never leave.13

Let me now explain the causal link between public and democratic institutions. 
What happens with democratic institutions depends on what kind of public in-
stitutions the political elite finds when it wins elections and gets into office. If 
elites find public institutions that are well-regulated by controlling institutions 

9 Grabbing is a more informal name for extractive institutions, which came into use in 
some literature. See: Schleifer, Andrei & Robert W. Visny (1998) The Grabbing Hand. 
Government Pathologies and Their Cures. Harvard University Press.

10 The division on inclusive and extractive institutions is adopted from Acemoglu and 
Robinson, Why Nations Fail. The Origins of Power, Prosperity, and Poverty (Crown Busi-
ness, 2012). A game theoretical model of the concept can be found in Acemoglu, Daron 
(2001) “A Theory of Political Transitions”. The American Economic Review.

11 Weak public institutions cannot prevent the abuse of public resources, which are then 
used for private purposes rather than public. Each euro used for some private purposes 
is one euro less for some public services. (See: Vito Tanzi (2011) Government versus 
Markets: The Changing Economic Role of the State. Cambridge University Press. p. 231.) 
This will have repercussions for public wealth. As a consequence, the whole array of 
public services in which the state is heavily involved—education, health, infrastructure, 
the legal system, social policy, culture, local services etc.—suffers.

12 Diamond, Larry (1999) Developing Democracy: Toward Consolidation. Johns Hopkins 
University Press.

13 Adam Przeworski (1991) Democracy and the Markets. Cambridge University Press. An-
derson, Christopher et al. 2005. Losers’ Consent: Elections and Democratic Legitimacy. 
Oxford: Oxford University Press.
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(you can spend, but there is someone who controls you), they will leave demo-
cratic institution intact. If, in contrast, public institutions are extractive (you can 
spend, and there is no one to control you), the elites will try to insulate the priv-
ileged access to public resources and keep it only for themselves. How can they 
do this? By subverting democratic process. The ruling elite will attempt to block 
the opposition from accessing public resources. This is precisely what happened 
in Macedonia and Serbia after 2007 and 2012, respectively. In other cases, such 
as Bosnia, Montenegro, and Albania, the truly democratic process never got off 
the ground—democratic institutions seems to have developed up to a point, and 
then have remained there for a long time. In Montenegro and Bosnia, the ruling 
elite basically have not changed since the breakdown of communism in 1990. 
Milo Đukanović, who served interchangeably as Premier and President for the 
past 27 years, probably understood the meaning of the extractive institutions 
in Montenegro already in 1990, and never let the opposition (except in a most 
selective way) get anywhere close to it.

Let me conclude this part of the paper by saying the following: when political 
officials find themselves surrounded by extractive public institutions, they will 
try to protect and insulate them from the opposition, which compete for ac-
cess to the same institutions and the same resources.14 The most recent histo-
ry of Western Balkan politics is full of examples which point to direct involvement 
of government officials in electoral fraud, corruption, abuse of power and au-
thority, conflict of interest, blackmail, wiretapping, and criminal activity, but also 
in the nomination and appointment of public prosecutors and judges.15 These 
are all activities that are directed toward insuring this privileged access. The pref-
erence for non-democracy is, therefore, a consequence of the preference for 
privileged access to extractive public institutions.

14 The analogy can be found in the academic literature on the resource curse (Ross, 1999; 
2012; 2015; Mehlum et al. 2006; Robinson et al. 2006). The literature examines why 
some countries which are rich in natural resources (such as oil) end up wealthy and 
some poor. The major argument is—because of the character of institutions. If they 
are grabbing friendly, the resources will be spend for a privileged minority. If they are 
producer friendly, they will raise income of all.

15 http://www.nytimes.com/2015/06/22/world/europe/macedonia-govern-
ment-is-blamed-for-wiretapping-scandal.html?_r=0 (Accessed: November 2, 2016)

http://www.nytimes.com/2015/06/22/world/europe/macedonia-government-is-blamed-for-wiretapping-scandal.html?_r=0
http://www.nytimes.com/2015/06/22/world/europe/macedonia-government-is-blamed-for-wiretapping-scandal.html?_r=0
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3. What Can Be Done?

There are two things that can be done to reverse such a worrisome trend in 
the Western Balkans. The first is to directly change some democratic institutions 
themselves—namely, the institutions that guarantee democratic process. Con-
sider the electoral commissions in the Western Balkans. In no country under con-
sideration is this commission a professional and independent body.16 In all cases, 
commissions are composed of party members under a proportional formula, 
which makes room for various sorts of electoral manipulations. 

Only in 2015-2016, the opposition was in the street in three Balkan countries 
over the electoral process.17 In Montenegro, the State Electoral Commission has 
been an object of contestation and mistrust. In 2016, for the first time, the rules 
have recently been changed to reflect a balance of power,18 which again leaves 
this body with a high political rather than professional nature. In Macedonia, the 
opposition was in the streets in 2015, asking for fair political process and free 
elections. As a solution, Premier Gruevski stepped down by the end of 2015, and 
agreed to a caretaker cabinet that will prepare free and fair elections. The early 
elections were scheduled for April 2016, but then were postponed until Decem-
ber 2016, due to Gruevski’s party’s frequent sabotages of the agreement. One 
of the reasons for this postponement was weak electoral process and an unreli-
able electoral commission.19 The commission is divided internally and sometimes 
blocked from decision-making.20

In Serbia, the electoral commission was also an object of protest as a conse-
quence of a rather non-transparent and unaccountable tabulation process, the 
absence of rules that mandate reporting the results, and discretionary powers 
in solving the electoral irregularities in 164 cases in an incoherent manner.21 This 

16 Independent from the executive power.
17 In Albania, a similar protest took place after the 2011 elections.
18 “Four SEC members are proposed by the parliamentary majority, four by the parliamen-

tary opposition, one member is appointed from the minority representative who won 
the highest number of votes in the previous elections, and one member is a represen-
tative from the civil society. The chairperson is appointed by the parliament with the 
majority of votes, while a secretary is appointed from among the SEC members repre-
senting the opposition. In line with a previous OSCE/ODIHR recommendation, recent 
amendments foresee an increased capacity and responsibilities of the SEC. The law also 
grants the SEC a legal status and increases its operational budget. For the first time, 
the SEC has established the secretariat and was provided an office space, which was 
positively assessed by all OSCE/ODIHR NAM interlocutors.” (Montenegro OSCE Report, 
2016, p. 5-6).

19 “The SEC worked in a very tense political environment and under criticism from the 
opposition and many civil society organisations, who were against holding elections 
on 5 June. It met the administrative deadlines and held regular meetings. Despite legal 
obligation to meet publicly, the SEC conducted two closed official sessions and regular-
ly also held “working sessions” that were closed to the public. Its decisions were not 
systematically published on its website, diminishing the transparency of its work. In 
addition, sessions of the SEC were boycotted by two opposition members.” (Macedonia, 
OSCE Report on Early Parliamentary Elections 2016, p. 2).

20 Priebe’s Report, 2015: p. 17.
21 OSCE Report Serbia, 2016, p. 3.
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led to getting one opposition list below the threshold, which brought about the 
street protest of the opposition and physical conflict between the opposition’s 
members and the members of the commission on April 29, 2016.

Consider the examples of fair media representation. In every Balkan country, 
national broadcasters allocate televised time for each political agent that par-
ticipates in elections during the electoral campaign. Judged from this viewpoint, 
all political actors are represented equally and fairly on national TV stations. Yet, 
this totally misses the point since the major campaign for the ruling party (coali-
tion) takes place outside this allocated time. Media are not required to differenti-
ate between coverage of state officials (presidents, premiers, ministers etc.) and 
electoral agents. But presidents, premiers, and ministers frequently take part in 
the campaign as electoral agents rather than as public officials, thereby giving 
indirect or direct support for the ruling party or coalition. When one takes into 
account this time and calculates the time allocated to the election campaign, 
one gets a huge disproportion in allocated time and unequal treatment of the 
government and the opposition.

If we change the institutions that regulate media presentation of political agents, 
we could ensure a fairer democratic process and directly facilitate democratic 
outcomes.
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4. The Reform of Public Institutions

There is a second and more critical thing we can do. We can change the charac-
ter of public institutions. Instead of letting them be extractive, we can transform 
them to be inclusive: instead of motivating grabbing behaviour, they can moti-
vate responsible behaviour amongst politicians. 

Let me now give you a few short examples of extractive public institutions from 
the WB5 countries.

Kemal Čaušević is a former head of the Bosnian office for indirect taxation 
(2003-2011).22

He was arrested in 2014 for enabling custom and tax evasion for selected Bos-
nian tycoons. The total damage of this activity, in terms of missing tax revenues 
that could be used for financing public goods and services, was estimated at 1 
million KM.23 While in office, Čaušević bought half a dozen apartments and piec-
es real estate in Bosnia worth 1.8 million KM.24

Ardian Fullani was a former Albanian central bank governor in 2004-2014. He 
was arrested in 2014 for embezzling $6.6 million from the Albanian central 
bank’s vaults. The governor was removed from office, but in October 2015, the 
court ruled to acquit him.25

In 2007, the officials of the Montenegrin municipality Budva sold a piece of land 
on the Košljun hill (located above the Budva town) to a company named SP Luna 
for €1.4 million. The company, however, shortly afterwards sold the land over to 
an Arabic company for €11 million. This is not all. The municipality issued a bank 
guarantee to SP Luna to be able to pay the initial €1.4 million. SP Luna has never 
returned the loan to Prva Banka, and the municipality had to pay the debt. The 
total loss for the municipality is €12.4 million.

In 2015, the Serbian state audit commission released a report26  about irrespon-
sible spending at the local level. It found that many municipalities set up vari-
ous types of commissions for administrative work that is usually carried out by a 
single bureaucrat or specific offices (provided there are clear rules that serve as 
guidelines). Among them are: stamp and seals extermination commission, com-
mission for the inventory of strayed dogs in dog asylums, commission for estab-
lishing the minimal fulfilment of criteria of the beaches, commission for religious 
matters, commission for billboards, etc. The total amount of public money spent 
for the operation of these commissions in 2014 amounts to about €500 million. 

22 Kemal Čaušević’s CV can be found here: http://imovinapoliticara.cin.ba/profil.php?pro-
fil=132 (Accessed on October 17, 2016).

23 https://www.cin.ba/en/uhapsen-kemal-causevic/ (Accessed on October 13, 2016).
24 http://www.klix.ba/vijesti/bih/kemal-causevic-za-sedam-godina-kupio-devet-stano-

va-i-poslovnih-prostora/130422030 (Accessed on October 13, 2016).
25 http://www.balkaneu.com/court-acquits-governor-bank-albania/ (Accessed on October 

19, 2016).
26 http://www.dri.rs/mediji/Stotine-miliona-dinara-poreskih-obveznika-trosi-se-na-pla-

canje-komisija-bez-jasnih-kriterijuma-i-bez-kontrole-njihovog-rada.n-198.107.html 
(Accessed October 19, 2016).

http://imovinapoliticara.cin.ba/profil.php?profil=132
http://imovinapoliticara.cin.ba/profil.php?profil=132
https://www.cin.ba/en/uhapsen-kemal-causevic/
http://www.klix.ba/vijesti/bih/kemal-causevic-za-sedam-godina-kupio-devet-stanova-i-poslovnih-prosto
http://www.klix.ba/vijesti/bih/kemal-causevic-za-sedam-godina-kupio-devet-stanova-i-poslovnih-prosto
http://www.balkaneu.com/court-acquits-governor-bank-albania/
http://www.dri.rs/mediji/Stotine-miliona-dinara-poreskih-obveznika-trosi-se-na-placanje-komisija-bez
http://www.dri.rs/mediji/Stotine-miliona-dinara-poreskih-obveznika-trosi-se-na-placanje-komisija-bez
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Most of these commissions were under no surveillance by any controlling insti-
tution. 

I could go on and find more similar examples for any WB5 country. Yet, I believe that 
the picture is already clear: what unites all these examples are opportunities cre-
ated by weak public institutions for these people to abuse public office, use public 
resources, and get off the hook (And these are only some of the known examples. 
Imagine what would be the total amount of damage if all unknown examples would 
become known.). No wonder then that politicians and public officials jointly work 
on the undermining of democratic institutions: if you make it more difficult for the 
opposition to remove you from power in free and fair elections, the opportunity for 
you to continue to exploit public resources will grow larger. This mechanism lies at 
the heart of the most recent democracy decline in the Western Balkans. The admin-
istration continues to collect taxes and contributions, but rather then spending them 
for public goods and services, a significant amount of state revenue goes into pri-
vate pockets. Public intuitions allocate public resources in the wrong way. The recent 
democratic decay in the Balkans is happening in order to ensure this “wrong” way.

Figure 4 shows a clear parallel trend between public and democratic institutions 
in the WB5.27 We can observe a decline in both public and democratic institu-
tions – when the extractive institutions index is going down (left scale in Figure 
4) and the FH’s democracy score index is rising (right scale), it means that both 
the strength of public institutions and democratic institutions are declining at 
the same time. Therefore, the weaker the public institutions are, the weaker the 
democratic institutions.

Can we change public institutions? Yes, if we change the controlling institutions. 
To accomplish both things, we could be guided by several simple rules that can be 
made a mandatory component of any public institutional reforms in the Western 
Balkans. Here is the list of question one could ask anytime public money is used.

Figure 4: WEF extractive institutions (left scale) and FH democracy score (right 
scale).

27 The left scale in Figure 4 shows the values for my own composite sub-index of extractive 
institutions extracted from the World Economic Forum institutions index. (The sub-index 
includes: diversion of public funds, favoritism in government decisions, wastefulness of 
government spending, burden of government regulations, public trust in politicians, irreg-
ular payments and bribes, and transparency of government policy making). The right scale 
shows Freedom House’s democracy score (from the study Nations in Transit).
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 Đ Is the budget transparent?

 Đ Is the contract public?

 Đ Is the payment overblown?

 Đ Is it sold below market prices?

 Đ Has an inventory been taken?

 Đ Is the private partner the appropriate one? 

 Đ Is the given money actually spent?

 Đ Who was fined, a person or an institution?

Transparency of the budget. Many private partners receive money from the 
state budget. Every such contract should be published and put on websites. This 
goes for contracts with public and communal enterprises, local municipalities, 
cultural public institutions as well as funds, agencies, directorates etc. The public 
should be empowered to know about the manner in which each cent of public 
money is spent.

Transparency of the contract. Recently, some WB5 governments have signed 
direct contracts for large world corporations to come to their countries to do 
business. Some of these contracts are not public. They are usually presented as 
large direct investments in the local economy, but may contain corruptive claus-
es, which are only familiar to the contracting parties. If all contracts would be 
known, such a corruptive practice could be reduced.

Overblown payment. In public tender procedures, the public administration 
bodies frequently overpay for a service from a private company. If a controlling 
body had a mandate to look into these procedures and compare the payment 
with market prices, this problem could be reduced and public funds could be 
safer.

Sale below market prices. The land on the Košljun hill was obviously sold below 
the market value. In such a case, a controlling body could block the sale or cancel 
it.

Is the private partner the appropriate one? Apex Company, which won the ten-
der to do the bus fare system in the city of Belgrade in 2010, was formed several 
days before the tender. The company obviously had no history, and was most 
likely formed only for this occasion. If we always insist on the history of the pri-
vate agents who cooperate with public administration or public companies, we 
could pick the “right” partners for the public sector, thus reducing corruption.28

Inventory. In the whole Central and East Europe, privatisation was done without 
proper inventory listing. If you sell a company but you do not know exactly what 
you are selling, it creates room for corruption.

Is the given money actually spent? Most Balkan countries are today giving out 
subsidies in order to attract foreign investors. But sometimes these subsidies are 
not actually spent on production. If there is a body that would keep the spending 
under surveillance, we could reduce the abuse.

28 The “right” partners are those companies that have been in business for a 
longer time. Such firms are more likely to do the job, rather than seek rents.
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Fine. Sometimes a responsible individual (prime minister, minster, head of agen-
cy or public enterprise) is fined for violating anti-corruptive norms. But these 
payments are paid out of the responsible agency’s budget rather than from the 
responsible individual’s own pocket. No responsible behaviour can come out of 
this practice. If responsible individuals have to pay out of their own pockets, their 
behaviour would change.

Of course, to be able to ask all these questions, we need to have strong con-
trolling institutions that will oversee what politicians, ministers, and other types 
of public officials do when they spend public money. These are independent and 
professional judiciary and public prosecutors, state audit institutions, agency for 
the fight against corruption, ombudsperson, official for information of public rel-
evance, and so on. We could insure greater independence of these institutions 
and make them the focus of our attention. Rather than looking at the significant 
and impressive progress EU candidates ensured in the past year on paper, we 
could actually look into to what extent these institutions are allowed do their 
work.29

29 Something similar is exemplified by the World Bank’s Doing Business DTF index 
(DTF=distance to frontier). The index measures changes in regulatory reform 
without taking into account what is happening in the economy. As a conse-
quence, some WB5 countries are rather high on the list, even if their ecomno-
mies are not performing that well.
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5. The Role of the EU

It is extremely unlikely that the Balkan countries will implement the abovemen-
tioned reform of public and democratic institutions by themselves. Their leaders, 
politicians, bureaucrats, and tycoons have little or no incentive to do it by them-
selves. The EU can help, but the EU integration process has to be modified.

The EU integration process used to be a process that helped former communist 
countries not only to access the EU by way of transforming a socialist economy 
into a market economy, but also by democratising. This appears to have changed 
after 2000. The EU integrations apparently still make a great difference on the 
democratisation process but in the wrong direction.30 Rather than guiding an 
applicant towards the EU, it seems to be ensuring a process that will have the 
opposite outcome of what has been intended.

The major problem with the current EU integration policy is that it is too shallow. 
The WB5 applicants are given certain tasks such as legislative changes they need 
to implement in order to meet certain targets (embodied in acquies communi-
taire). At the level of legislative change, things are usually fine: laws are adopted 
and changed, and many agencies and institutions that did not exist prior to 1990 
now do exist in all former communist countries. If the applicant hits the legisla-
tive target, it gets a positive grade from the European Commission, and it opens 
a new chapter from the EU integration cookbook.

But this is a rather shallow policy. This kind of approach does not take into ac-
count the nitty-gritty of the democratic process and the transparency of public 
institutions. Do the EU commission agents care if the Balkan electoral commis-
sions are composed exclusively of party people? Do they care if in reality the 
cabinet’s members are given 70% of the positive broadcasting time in a positive 
light, and the oppositional leaders occupy the remaining 30% in a negative light 
in the broadcasting space? Do they care if a Balkan prime minister and his cabi-
net are caught wiretapping 20,000 people not as a security, but rather as a polit-
ical measure? Do they care if a national bank’s governor embezzled €6.6 million 
and walked away? 

Sometimes, some European and EU officials give a practical boost for the un-
democratic practices in the Balkans. Sebastian Kurtz (foreign minister of Austria) 
frequently visits Serbia and always gives a pat on the back to Mr Vučić. Is this pat 
a kind of reward for the fact that the Serbian police and prosecution cannot for 
more than six months launch an investigation into demolishing of private prop-
erty in the downtown Belgrade on April 25, 2016?

Johannes Hahn, the EU commissioner for enlargement, when asked what the EU 
thinks about the increasing censorship in Serbian media under the Vučić cabinet, 
retorted: “Censorship? Give me proof for that!” Yet, it is he who, as a commis-
sioner, should be searching for proof, because this is his job.

30 Dimitry Kochenov (2008) EU Enlargement and the Failure of Conditionality. 
Kluwer Law International. BiEPG on Macedonia – Drivers Seat (2016)
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Sometimes the EU does produce accurate documents with precise meanings 
and recommendations. But reports are rarely read. In contrast, everyone sees a 
friendly hug on TV.

The EU is currently troubled with its own recent instabilities, which relate to the 
2008 financial and debt crisis, the refugee crisis, common currency problems, 
the rise of the far right (and its possible victory in Austria), Brexit, the worsening 
of democracy in some EU countries themselves (such as Poland and Hungary), 
the consolidation of authoritarianism in Turkey, and a possible victory of Donald 
Trump in the United States..31 A shallow EU integration policy could additionally 
reduce the European Eurosceptics’s appetite for enlargement, which is already 
at a rather low level.

31 BiEPEG (2016) Policy Brief. EU Enlargement in the Western Balkans in a Time of 
Uncertainty. European Fund for the Balkans and Centre for South East Europe-
an Studies, University of Graz.



EXTRACTIVE INSTITUTIONS IN THE WESTERN BALKANS

18

Author: Dusan Pavlovic

Dusan Pavlovic is political economist. He received his PhD from the Cental Eu-
ropean University in Budapest in October 2002. He is currently teaching polit-
ical economy and public choice at the Faculty of Political Science, University of 
Belgrade. His areas of interest are political economy of democratic institutions, 
and rational and public choice theory. His latest book is about consolidation of 
democracy in Serbia after 2000 (2007), and Writings in Political Economy(2010).



19

The European Fund for the Balkans 

The European Fund for the Balkans is a joint initiative of European foundations 
designed to undertake and support initiatives aimed at bringing the Western 
Balkans closer to the European Union through grant-giving and operational pro-
grammes and, as such, is focused on individuals and organisations from Western 
Balkan countries.

As a direct follow-up to the International Commission on the Balkans (2004-
2006), the Fund embodies the “member-state building strategy” with the de-
velopment of functioning state administrations and constituency-building as its 
main priorities.

The European Fund for the Balkans has been initiated by four European Foun-
dations including the Robert Bosch Stiftung, the King Baudouin Foundation, the 
Compagnia di San Paolo and the ERSTE Foundation. It is hosted by NEF.

For more information visit: www.balkanfund.org 
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