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Institutional reforms, domestic needs, and membership conditionality: the case of the Albanian institutional reforms

It has been argued that the EU membership conditions overlap with EU membership aspiring countries’ overall development goals. From this perspective, it is difficult to understand whether institutional reforms undertaken in Central and Eastern European countries (CEECs) are spurred by EU membership conditionality or Eastern European leaders’ willingness to implement them.  The aim of this article is to analyze the endogeneity problem of EU membership conditionality toward CEECs. Techniques for resolving the endogeneity problem given by King, Keohane, and Verba lead us to what Sedelmeier has called “sectorial policies.” In order to observe the development of Central and Eastern European (CEE) reforms under different EU conditions’ intensity, we split both the EU conditions and those reforms according to their sectors. We argue that, because the asymmetric interdependence of EU-CEEC relations makes difficult bargaining style negotiations between them, those relations are characterized by either a tug-of-war between the EU and CEEC clashing priorities or by a coalescence of them. We conclude that, although the EU membership conditionality plays a role, that role remains secondary compared to the political will of the CEECs to implement reforms toward democratization and economic development. We achieve this conclusion by building a set of theoretical propositions and test some of them with cases from Albanian institutional reforms, while the rest of the hypotheses call for more empirical scrutiny.

Introduction                                                                                                                   Laid out initially at the Copenhagen European Council, but further developed in the Accession Partnership (AP) of 1998 and the Stabilization and Association Process (SAP) of 1999, EU membership conditionality aimed at minimizing the risk of new entrants becoming politically unstable and economically burdensome to the existing EU members, as well as decreasing the costs of the EU eastward enlargement.
 Its framework provided the EU membership aspiring CEECs with political and economic objectives and guidelines for achieving these objectives. Yet the pre-Accession Partnership and pre-Stabilization and Association Process negotiations show that CEECs should fulfill some prerequisites in order to be involved in negotiations with the EU; they must demonstrate political will toward the reforms. 
         On the other hand, as it has been argued, those programs rest on the assumption that EU accession and CEECs’ transition to democracy and market-oriented economy are parts of the same process and preparations to join the EU are conterminous with overall development goals.
 In such conditions, it is difficult to distinguish whether the progress of those countries toward democratic reforms and market economies is a result of their efforts toward democracy and economic development or of EU membership conditionality. Furthermore, is EU membership conditionality an exogenous factor that leads those countries toward democracy and economic development or is the political will of those countries toward institutional and economic reforms the factor that increases the EU preference to offer membership to CEECs, hence triggering membership conditionality? 
         Since much of the theoretical debate developed so far has focused more on the macro-economic dimension of the EU eastward enlargement,
 it lacks the methodological tools for resolving that inherent problem of studying EU membership conditionality. We analyze EU membership conditionality at a meso-level, focusing on its sectoral policies. This will bring us in line with King, Keohane, and Verba, who suggest the separation of the dependent variable rather than study it as a whole, and the studying of only those parts that are consequences, rather than causes, of the explanatory variable.
 Another suggestion is to do the opposite: parsing the explanatory variable and ensure that only those parts which are truly exogenous are in the analysis. Yet these techniques leave unresolved the issue of which is firsthand the dependent variable and which is the independent one. The analysis of sectoral policy conditions put by the EU lead to a combination of both these strategies where both the would-be dependent variable and independent variables represent CEE policy sectors where EU conditions to undertake reforms are addressed and reforms are either developed or stalled. 

         Thus, we analyze the institutional reforms in Eastern Europe by taking into account the conditions that the EU sets for each of them. Taking advantage of the non-uniformity of the EU conditionality on different Eastern European institutional reforms, we are able to map out the effect of conditionality on those reforms. We argue that, because the asymmetric interdependence in EU-CEEC relations makes difficult bargaining style negotiations between them, those relations are characterized by either a tug-of-war between the EU and CEECs’ clashing priorities or by a coalescence of them. We conclude that, although the EU membership conditionality plays a role, that role remains secondary compared to the political will of the CEECs to implement reforms toward democratization and economic development. We achieve this conclusion by building a set of theoretical propositions, and test some of them with cases from Albanian institutional reforms, while the rest of the hypotheses call for more empirical scrutiny.                                 

Theoretical perspectives of EU membership conditionality
What makes more visible the cause-effect endogeneity of EU membership conditionality is the assumption in much of the language used in official EU publications on enlargement that “accession and transition are part of the same process and that preparations to join the EU are conterminous with overall development goals.”
 That fact complicates the distinction of EU membership conditionality’s effect because, whereas CEECs are seduced to follow an agenda that would open the doors of EU membership, their development goals might not necessarily overlap with that agenda. Furthermore, if preparations of joining the EU overlap the overall development agenda, how could we know that CEECs are undertaking reforms to fulfill the EU accession requirements rather than simply implementing development programs that have been positively tested elsewhere? And finally, the fact that CEECs that aspire to EU membership tend to engage 
in anticipatory adjustment to EU policies before the EU tells them what to do
 demonstrates that although the EU indirectly influences CEECs’ reforms through a democratic spillover, we should not credit EU conditionality for the results of these reforms.         
         Grabbe argues that, since the negotiations are about the process of CEE preparation to join the EU and not about give-and-take, “CEE applicants have little power to argue against EU demands, given that there is a pre-set EU agenda on which aid is already conditional.”
 She also adds that the AP presents the condition as a package which is likely to be difficult to take apart in negotiations.
 Yet, other authors point out that the EU criteria are broad and they did not prescribe any particular model, thus providing ample room for institutional variation, “allowing CEE countries to establish democratic institutions in accordance with their own political traditions and culture.
 The often vague EU goals that cite a need for “increasing capacity” or “improving training” rather than stating detailed institutional preferences
 leave room for CEE leaders to maneuver and trade off between their countries’ development agenda—and their own rational power-driven interests—and the priorities imposed by the EU. Since “the EU’s advice is specifically designed to promote particular aspects of governance rather than taking a holistic view of how administration should develop,”
 CEE agents have a wide range of opportunities to negotiate—and define—not only the shape of their institutions but also the timing of their reformations, resources allocated to them, and their impact on the life of the country.
         Some authors have pointed to an obvious asymmetry of interdependence in EU conditionality.
 This asymmetry stems from the fact that CEECs consider EU membership their highest foreign policy goal, thus putting the EU in a strong position to influence the internal politics of these countries.
 Whereas EU member states and CEECs will both benefit from the EU enlargement, new members are expected to benefit more, thus putting the latter at a disadvantage in bargaining.
 On the other hand, arguably, sometimes policy-makers might be slow in implementing EU-inspired reforms if they do not fit well with other demands and if they feel that there is time to implement them later.
 Although the asymmetry of interdependence allows the EU to set the rules of the game in the accession conditionality, the candidate countries have an opportunity to mitigate to some extent the impact of EU influence in the way they implement the acquis.
 The range of that opportunity might be widened by the fact that, as some authors have argued, conditionality only works as carrot, not as stick; hence, rewards for compliance but simple delay in accession if the conditions are not met.
 This feature of conditionality leaves room for CEE leaders to maneuver within the range between “carrots” and delays while implementing policies built around their rational goals. It is already clear that, in the conditions where taking carrots is more rewarding than delaying, CEE leaders would comply with the EU conditions. From here stem the reforms that have been implemented because of the desire to become an EU member rather than from a genuine support for the goals themselves.
 
         And finally, EU membership conditionality raises uncertainties that affect the EU-CEEC interaction during the process of CEECs’ preparation for EU membership. According to Grabbe, there are five dimensions of it: uncertainty about policy agenda that should be undertaken by the applicants, uncertainty that stems from the fact that the tasks have not yet been fully determined for the member states either; uncertainty about the hierarchy of tasks thus leaving CEECs following EU’s frequently shifting priorities; uncertainty about timing stemming from a big gap between the period of reforms and the time when EU membership would be acquired; uncertainty about whom to satisfy;
 and finally, there is uncertainty about standards and thresholds that would leave CEE leaders puzzled about what would count as meeting EU conditions, uncertainty that rises out of the EU’s blurry and difficult to measure definition of progress toward the accession.

The argument and the hypotheses
The implementation of EU membership conditionality represents an enforcement of change in normative political behavior of CEECs that aspire to EU membership. Conditionality rests on a materialist ontology (money, material incentives) and a consequentalist theory of action (means-end calculations)
 where state properties, such as interests and preferences, are assumed to be fixed; they cannot be influenced by the international factors. As such, it differs from normative suasion regarding actor motivation, process, and outcome.
 
         As it has been already argued, the EU-CEEC negotiation process does not resemble a traditional international negotiation and bargaining process. Indeed, these negotiations are little more than a process of checking that the candidate countries have adopted EU law, chapter by chapter and page by page.
 The EU membership conditionality serves as a straightjacket that frames those negotiations. This situation calls for a theoretical explanation of the dynamics of the EU-CEEC negotiations in the pre- and accession phase. Building on the rational choice approach, we argue that, because the asymmetric interdependence in EU-CEEC relations makes difficult bargaining style negotiations between them, those relations are characterized by either a tug-of-war between the EU and CEECs’ clashing priorities or by a coaxing of them. This argument develops on the assumption that “under a policy of intergovernmental reinforcement by reward, outcome depends on the political cost-benefit calculations of the governments.”
 On the EU side, it has been argued that the Union has always favored its internal agenda over external demands.
 The higher the incentives that the CEECs receive for compliance with the EU conditions, the easier and faster is their socialization with the EU normative behavior. 

         The dynamics of EU-CEEC relations are framed by frequent changes of their political behavior due to changes of their leaders’ tactical preferences, while their strategic power-oriented interests remain unchanged. Thus, the changes in EU member countries’ political agenda might result in a situation where “an issue that looked very important one year may be considered less important by the following year owing to changes in government in large member states.”
 Viewing from the rational choice perspective, the changes in the political agenda of EU larger member states mirror the needs of those countries’ leaders to adapt their policies to their voters’ demands.

         By the same token, CEE leaders would need to adjust themselves with their constituencies’ demands. Rationally, those demands are related with development programs that CEE governments should implement. In the case where those demands—and the development programs stemming thereof—do not overlap with the EU agenda, tensions rise between the EU’s and CEECs’ conflicting priorities. Since the AP and the SAP preclude bargaining style negotiations, CEE leaders might rather focus on their priorities, thus delaying those programs that would most benefit the EU. Since, as the literature outlined above suggests, EU conditionality works only as carrot, but not as stick, the only action that the EU can take in this case is to delay the accession process. If CEE leaders’ interests can afford that delay for the sake of following policies that would reinforce their power positions at home, they might pursue that path; otherwise, they might comply with the EU conditions. 
         From here, we build a series of hypotheses that cover several situations where different preference combinations of both the EU and CEECs put their leaders in different interacting positions, thus producing different reform outcomes in CEE. Those preferences are measured versus the outcomes of CEE reforms. For the sake of simplicity, those preferences are assumed only as positive, negative, and null. We are aware that putting those preferences in absolute rather than relative terms is an oversimplification of the range that they cover. Thus, the hypotheses built on this simplistic assumption are only tentative and, certainly, need a further and more detailed elaboration if we want them to offer a better, deeper, and predictive explanation of the EU-CEEC interdependence dynamics.      

         Contextualizing rational choice theory in international relations, Keohane suggests that international institutions “exist largely because they facilitate self-interested cooperation by reducing uncertainty.”
 For rational choice theorists, international institutions are designed as “rational, negotiated responses to the problems international actors face.”
 Therefore, if we assume that state interests are defined by their leaders’ interests and international organization goals are defined by their member states’ interests, it can be inferred that international organizations’ functions are designed according to the interests of their member states’ leaders. Thus, negotiations between the EU as condition-sender and CEECs as condition-receivers resemble a tug-of-war between Western European leaders’ preferences—incorporated in the EU institutions’ preferences—and Eastern European leaders’ preferences.

         There is a major reason why some of the Eastern European countries, and especially the Balkans, ask and/or accept Western assistance: the possibility of membership in the 
EU has created powerful incentives as transition states shape their reforms.
 The reforms conditioned by the EU shore up democratic standards, improve the state, and increase aggregate economic welfare.
 On the other hand, the fact that the prospect of membership of the Balkans in the EU remains distant weakens the strategic effectiveness of the EU conditionality as an instrument of influence for the EU, especially when combined with the lack of tangible benefits like, for instance, liberal visa regimes.
 By the same token, the EU is increasingly faced with the dilemma that its instruments do not sufficiently provide incentives for reforms.
 However, even when membership is available, purely external leverage may be insufficient to bring about the required domestic changes.
 
         This discussion leads to the argument that CEECs undertake reforms mainly from their domestic needs for reforms. Indeed, Zürn and Checkel point out that “before membership can be used as an incentive, the decisive change has already taken place.”
 National elites have started reforms prior to EU conditionality and the sectorial priority of those reforms has initially been determined by domestic needs rather than EU conditions. CEECs are more prone to undertake reforms on issues of major domestic concern despite the level of the foreign assistance on these reforms. Yet, the level of government commitment to reforms allows leaders to continue to keep power.

HYPOTHESIS 1:  CEECs that aspire to EU membership advance reforms even if these reforms are not conditioned by the EU but address a major domestic issue, even when international actors do not assist their governments.
Reforming countries often lack sufficient domestic resources and/or knowledge to implement major reforms. As it has been noted, there is no clearly dominant plan of transformation in CEE because “there is no victorious counter-elite that prevailed over the old regime and that can derive unequivocal legitimacy and a mandate for action from this accomplishment.”
 Usually, the question is not simply “What is to be done?” but “Is there anyone who might be able to do anything—including defining what needs to be done?”
 In such conditions, CEECs ask for international support, especially from the EU, sometime by putting themselves in a student position and referring to the EU and NATO as teachers.
 If the EU leaders have the same preferences with those of CEECs—and this is the happiest scenario—the EU assistance to these countries further lubricates reforms and leads to the satisfaction of all of the interested actors.

HYPOTHESIS 2: Implementation of reforms that satisfy preferences of both CEE and the EU leaders represents chances for the most successful outcomes.      

On the other hand, states do not hesitate to implement reforms that do not have any domestic impact but merely satisfy preferences and needs of international actors and donors, especially when these reforms are financially backed by the latter and do not threat leaders’ hold of power. Yet, in this case, insofar as domestic governments lack any interests upon issues deemed to be addressed by those reforms, they remain a la carte and end up inefficient; hence the institutions, built in such way, become feckless. Some authors have already pointed out the fact that, even if we accept the widespread assumption that accession to the EU will prevent CEECs from lapsing back into authoritarianism through a number of incentives and constraints, “this does not necessarily mean that it will ensure stability in the new institutions established as a part of the transformation/enlargement process.”
 On the other hand, the fact that the prospect of membership of the Balkans in the EU remains distant weakens the strategic effectiveness of the EU conditionality as an instrument of influence for the EU, especially when combined with the lack of tangible benefits.
         We should credit CEE bureaucracies for some of the positive steps toward such reforms. In certain cases, EU officials manage to circumvent domestic politicians and work directly with bureaucrats. Because of the satisfaction of managing reforms, the professional benefits of working with the more experienced foreign bureaucrats and officials, and the incentive that CEE bureaucrats receive from the EU representatives—such as specialization and visits in foreign countries as well as salaries and other material and moral incentives stemming from join programs—domestic bureaucrats might display a commitment to advance certain reforms that are only in the EU but not in the domestic government agenda. Their engagement explain the positive outcomes achieved by these reforms, but sometimes, the institutions they help to build collapse or freeze because of the lack of their governments’ will and support.     

HYPOTHESIS 3: Reforms undertaken only due to EU pressure, but which neither satisfy nor oppose CEE leaders’ preferences are not viable and doomed to remain a la carte. 

It has been noticed that some EU rules do seem ill-considered, unsuited to transitional economies, ill-suited for particular countries, and excessively costly. Applicant countries might need to divert funds from social programs in order to implement the EU acquis.
 Painful reforms might contain serious threats for governments that implement them. Economic restructuring affects the lives of millions of people who might rise in demonstrations, strikes, and riots. Violent protests or regular elections might overthrow reformist governments and halt reforms. This scenario is more likely in cases when economic reforms are consociates with political liberalization, less repressive governments, and strict international monitoring. In such cases, in order to mitigate the pain of reforms and pacify dissent, governments might attempt to slow down their pace. The halt of reforms might conflict with the EU conditions and also with the geopolitical and security interests of some of the major EU actors.
 
         Moreover, arguably, in the final round of negotiations, the EU also imposes some more self-interested conditions. After having dedicated hard work to achieving the EU acquis, the EU member states force candidates to accept unfavorable terms for their accession, that is, to sacrifice some portion of the benefits stemming from membership over the short and medium term.
 As Sedelmeier points out, previous enlargement episodes suggest that a lack of flexibility by the EU can cause severe problems for the candidate countries and lead to disgruntled new members.
 Political tensions might rise from these clashes, and reforms either do not succeed or progress in a very slow pace. Therefore, we can hypothesize:                      

HYPOTHESIS 4: CEE and EU leaders’ opposing preferences on reforms cause political tensions and slow the pace of reforms.          

Yet, certain reforms remain out of the immediate interests of both EU and CEE leaders. This is not to say that they necessarily oppose these reforms; they are simply indifferent toward them. Of course, the 80,000 page communitarian acquis includes norms and procedures that cover almost every aspect of the EU functioning. Coming in line with them would mean that CEECs have to undertake reforms in all the political, governmental, social, and economic fields. However, there are cases when certain reforms might not represent any immediate emergency for both the EU and CEE leaders. In this case, there emerges a role of CEE and Brussels bureaucracies, who, unburdened of leaders’ preferences, manage to successfully push forward these reforms. Indeed, Grabbe has noticed the technocratic nature of EU conditionality. Moreover, as she marks, the advice and twining which civil service experts and practitioners from EU member countries provide in CEE ministries and other institutions with domestic civil servants are not controlled by the EU.
 From this perspective, we should expect that the outcomes of such reforms might be the same or weaker than those explained by Hypothesis 3.      

HYPOTHESIS 5: Reforms that remain out of CEE and EU leaders’ preferences can be partially carried on by Brussels and domestic bureaucracies, but fail to succeed due to the lack of political will and support. 
 As it was mentioned above, CEE leaders are often constrained by limited resources and knowledge. They cannot afford the luxury of the golden rule “one thing at a time,” but are forced to work simultaneously in several tasks.
 
HYPOTHESIS 6: Reforms that are not within the preferences’ range of the EU leaders and are opposed by CEE leaders will not begin or will be halted if they have already begun.  

We tabulate these hypotheses in Table 1. The positive preferences and outcomes are marked with +; the negative preferences are marked with -; the lack of any evident preferences by foreign and/or domestic agents is marked with 0.

TABLE 1
	HYPOTHESES
	PREFERENCES OF FOREIGN LEADERS
	PREFERENCES OF DOMESTIC LEADERS 
	OUTCOMES

	HYPOTHESIS 1
	0
	+
	Good results 

	HYPOTHESIS 2
	+
	+
	Excellent results

	HYPOTHESIS 3
	+
	0
	Good but uncertain results 

	HYPOTHESIS 4
	+
	-
	Tensions & uncertain results

	HYPOTHESES 5
	0
	0
	Good but uncertain results

	HYPOTHESIS 6
	0
	-
	No reform


                                                                                                                           Methodology, assumptions, operationalizition of variables, and data               Methodology                                                                                                                        In order to overcome the endogeneity problem of EU membership conditionality, we follow the methodological suggestion given by King, Keohane, and Verba, namely to separate the dependent variable rather than study it as a whole, and study only those parts that are consequences, rather than causes, of the explanatory variable.
 Another suggestion in this case is to do the opposite: parsing the explanatory variable and making sure that only those parts which are truly exogenous are in the analysis. Putting these techniques into the context of the endogenous relationship between conditions and domestic political will toward reforms, Vreeland points out that assessing performance entails understanding selection.
   
         We implement a combined strategy wherewith we use both those techniques simultaneously. As Grugel suggests, there are other elements to democratization besides institutions such as elections or parliaments.
 This is a signal that democratization, as a dependent variable, can be split into several elements. Thus, rather than considering the reform as a whole, we can divide it into reforms covering different sectors and analyze them separately. Furthermore, we follow Fearon’s suggestion for using counterfactuals: whenever we hypothesize that A is the cause of the event B, we have only two possible strategies to empirically test this hypothesis: we can either construct an ideal case when A is absent and inquire whether B would have occurred in that counterfactual case, or we can compare the given case with other similar historic cases.
 Despite the methodological risks that both of these strategies entail, they are the only methodological 
tools that we have for analyzing these cases.
 Relying on the second method, we compare Albanian developments before the introduction of conditionality with the developments after the implementation of them.
Assumptions
Epistemologically, we rely on the rational nature of leaders’ preferences. Although this assumption has recently been under severe attacks from social constructivists, its simplicity permits for methodological rigor. Ontologically, we assume that the government is the only, or at least the overwhelmingly dominant, domestic actor determining reforms. This assumption has been submitted to contestations by both behavioralists and social constructivists who point to a multiactor domestic stage with a growing role of nongovernmental actors. However, we turn to this issue in the concluding section. As we mentioned above, the EU preferences on reforms undertaken by a country that takes all too seriously its EU membership objective cannot be negative. The EU-CEEC tug-of-war argument implies that CEECs delay or postpone from their agenda some reforms that they don’t view of an imminent urgency; yet this assumption excludes cases when CEE leaders could undertake reforms that go totally in an opposite direction of those advocated by the EU.   
Operationalization of variables: criteria

We consider domestic leaders’ preferences on a reform to be positive when the development of a specific reform helps them to gain and/or maintain power and negative when the reforming process might harm their power position. As the empirical case studies show, often leaders either undertake reforms or halt them based on power calculations. 

         We consider EU preferences to be positive on a reform when EU institutions openly and forcefully condition that reform. On the other hand, we consider the EU preferences on a certain reform to be neutral when the EU stands ambiguous about the level, the shape, and the financial support for that reform.    
Operationalization of variables: measuring political actors’ preferences
Insofar as EU membership conditionality aims to bring CEECs within the EU acquis, the EU preferences toward CEE institutional reforms cannot be negative; they are either positive or neutral—in cases of policies and sectors where the EU member countries themselves do not share commonalities. The EU preferences are easily traceable through the way it employs the EU conditionality and the funds that support the EU accession. From a rational point of view, it is conceivable that the EU would enforce the policies that help to reach its acquis (preferences) and would only recommend, but would not condition, policies in areas where it has weak or neutral preferences. 
         To test our hypotheses, we consider the case of the Albanian transition. The country came out of a severe and isolated communist dictatorship and began introducing economic and political reforms by the end of 1990. There is no walk of life that did not need reforms.
 We consider Albania to be a good case for testing hypotheses with a wider application: first, a long tradition of isolation and independence in political decision making helps to have in action domestic leaders who are not originally very well linked with and affected by foreign politics; second, Albanian voters have shown strong preferences for joining the EU, thus creating domestic pressure to their leaders in order to undertake reforms that would make possible that aspiration; Third, the low enthusiasm of EU constituents for the EU expansion in the Balkans makes EU decision makers firmer in their conditions to Albania.
 

         And finally, although our study dwells in institutional reforms, it goes beyond reforms that Welsh considers necessary to resolve the main issues of the political conflict.
 The lack of space inhibits us from covering all the institutional reforms that are in action in Albania. Thus, in this research, we focus only on the progress in local government and decentralization reform, and constitutional reform. 
Actors’ preferences in the local decentralization reform: The Albanian local decentralization reform and details about the model of the local government and its level of decentralization have not been among the top priorities in Albanian-EU interaction. As Grabbe has pointed out, although the EU has advocated greater decentralization and regional development in CEECs, it has no clear model of regionalism to present, with diversity marking the arrangements in the member-states.
 This might have been related to the fact that the EU member countries share different local government models with different levels of decentralization. Meanwhile, USAID and the Congress of Local and Regional Authorities (CLRA) have been the Albanian government’s main advisers on local decentralization.  
         As a report of CLRA notes, a very positive feature of Albanian politics is that the political parties, whether of the government or the opposition, and all the key actors of the administration and of civil society are unanimous in agreeing that decentralization and the creation of an effective system of local government are to be given the highest priority.
 However, the political parties do not always agree on how to tackle these problems and whether or not more radical territorial structural reform needs to take place. One of the major difficulties in achieving the necessary consensus is that there is a high level of distrust between the two main political parties, the Socialist Party (SP), in government until 2005 and the Democratic Party (DP), which is the main party of the current governing coalition.
 One of the byproducts of this mistrust is a series of attempts of the power coalition to control local government. Yet, ostensibly, Albanian government preferences in controlling local government seem to have been undermined by the poor results this model has bred during the last 16 years, the growing pressure from local officials demanding more decentralization, and different NGOs focused on local development.
 This combination of factors causes the alteration of Albanian leaders’ preferences toward the local decentralization from positive to negative.

TABLE 2

	REFORMS
	EU PREFERENCES
	ALBANIAN

LEADERS’ PREFERENCES
	REFORM RESULTS

	Local Decentralization Reform

(1991- July1992)                 
	0
	+
	Good progress

	Local Decentralization Reform

(July 1992- June 1997)
	0
	--
	Halt of reform

	Local Decentralization Reform  

(June 1997-2006)
	+
	+
	Staggering progress due to domestic power struggle and lack of expertise. 

	Constitutional Reform (1991-1992)


	0
	+
	Good results & positive spillovers on other reforms     

	Constitutional Reform (1992-1994)


	0
	+
	Mixed results 

	Constitutional Reform (1994-1997)
	0
	0
	No reform

	Constitutional Reform (1997-1998)
	+
	+
	Excellent results & positive spillovers on other reforms


Actors’preferences in the constitutional reform: From 1991 to 1998, all of the Albanian governments have been interested in crafting a constitution. Many reforms have been stalled because of the lack of an overarching constitutional framework. However, because of deep divisions among the two main political parties, the preferences of the main opposing actors on approving a new constitution did not converge. Thus, we define the preferences of the power coalition as the elites’ preferences on this issue. In 1997, for the Socialist- Centrist coalition, drafting and passing approved a new Constitution turned out to be a political issue: what Democrats failed to do during their 5 years rule they could now do. On the other hand, the EU, having introduced in June 1997 the principle of membership conditionality for the CEECs, heavily supported the process of the Constitution approval. In this case, both the EU and Albanian leaders had positive preferences.
Data
We rely on data collected from research developed by domestic and foreign institutions and scholars, reports written by the EU and other international organizations about the Albanian reforming process, interviews and consults with Albanian high ranking politicians and administrators, and our own long time experience as high ranking politicians and administrators in Albania. In evaluating the reform progress in local decentralization we rely on reports of the Congress of Local and Regional Authorities (CLRA) of the Council of Europe.                                                                           

Albanian Institutional Reforms                                                                                      The Reform in Local Government and Decentralization                                                   On the eve of its political and economic reforms, Albania inherited a Soviet style local government, designed to implement the deeply centralized government policies and control the population, but with no impact or access to its decisions.
 Although during the first years of transition the focus was mainly on reforms for building central national institutions, a number of laws and by-laws defining the competencies and authorities of local governments were approved.
 The first attempt to reform the local government was made in July 1992 with the Law on the Organization and Functioning of the Local Government and the Law on the Elections of Local Government that assigned a considerable degree of political autonomy to local authorities, some services in favor of local communities, and wider administrative and financial autonomy. These laws enshrined the principle of local self-governance as one of the basic goals and principles of local governance in Albania.
 Yet the process was frozen as the Democratic Party that held a parliamentary majority and controlled the government lost ground in the local elections of 26 July 1992 in favor of the Socialist Party in opposition. Ever since, the decentralization of the local government remained rudimentary, generating clashes and overlapping competences between the central and local authorities. Moreover, although the Law asserted the autonomy of the local government, it did not provide the authority and necessary instruments to exercise its prescribed role. A local authority controlled by the opposition that could develop policies, raise and use funds, and employ people independently of the central government was against the concept of a strictly centralized governance carried out that time by the Democratic Party. 
         Indeed, the local power decentralization could have had a good chance after the DP’s overwhelming victory in the October 1996 local elections, following its contested seizure of 92 percent of Kuvend’s seats in May of the same year. However, the crumbling of the financial Ponzi schemes that flourished during the DP’s rule in the time span 1992-1996 and the skewed political representation in legislative and local government stirred popular unrest, massive riots, and sent the country to an armed conflict. 

         The Socialist-Centrist coalition that emerged after the early elections of June 1997 had to work with the DP controlled local government. Therefore, there was no rush for the central government to undertake decentralization reforms. On the other hand, the only pressure coming from abroad was the obligation to ratify the European Charter of Local Self Government (ECLSG) stemming from the Albanian membership in the Council of Europe. The Albanian ratification of ECLSG in November 1999 followed some incremental steps toward the financial decentralization undertaken the same year, such as the establishment by the central government of a block-grant and the permission to select sectors of operative expenditures; the total transferring to the local government of local revenues collected by property taxation and the responsibility of collecting and administering these taxes; and the lift of public expenditure limits and the permission to transfer in forthcoming years the unexpended revenues of local budgets and of block-grants.                  

         In November 1998, a new Constitution was passed by the Parliament and by the electorate in a referendum. Regarding local autonomy, Article 108 of the new Constitution followed the 1994 version by also accepting the principle of local self-government. In December 2000, the government adopted the National Strategy for Decentralisation and Local Autonomy
 a document that defines a long term reform of local government decentralization, the decentralization schedule, resources, and the role and involvement of key actors in this process. The Strategy is the guideline for decentralization reforms and serves as a referring document for reforms in other sectors that affect the decentralization. From this point of view, the Strategy could stimulate a wider array of reforms involving decentralization of health and education policies, public works, police, and the fiscal system. The document foresees a process that would take several years to be implemented.
 Moreover, in 2000, the Parliament passed Law No. 8652 On the Organisation and Functioning of Local Government (hereinafter the 2000 Law) and a number of other laws that completed the legislative process of establishing democratic local government in Albania.

         Thus, the time span December 1998-July 2000 witnessed intensive political and legislative activity toward local government and decentralization reform.
 This process was affected by the approaching of the October 2000 local elections and the expectations that the ruling SP-led government coalition would win these elections. Indeed, ever since socialists assumed power in the summer of 1997, they were able to restore public order in most regions of the country, recover the economy by managing to maintain 6-8 percent annual growth rates, and reduce inflation below 4 percent annually. These successes and the weak DP opposition strengthened the SP confidence in a victory in the local elections. The candidacy for major of the country’s capital (then the Minister of Culture) and the high expectations of his victory led to a special law that would govern the Tirana municipality. All in all, during 1999-2000, the SP-led coalition was preparing a decentralization framework that would be used by its members once they would assume office.    

         The legislative framework that underpinned that reform helped country’s compliance with 19 of the ECLSG articles, 11 of which are core articles. Yet, since the 2000 Law entered in force in two phases, January 2001 and January 2002, it took two years before the Albanian legislation became compatible with paragraph 9.3 of ECLSG related to local finances. Moreover, some issues have only partially fulfilled ECLSG’s standards,
 and the Albanian legislation still remains at odds with ECLSG on issues related to the administrative control of the central government over the local administration.
 

         Furthermore, as a CLRA report has noticed, although the constitutional and legislative bases of Albanian local government now conform to a great extent the norms established by the Council of Europe and to best practices in Western Europe, the actual practices of local democracy are beset with difficulties. A number of laws passed before the aforementioned constitutional guarantees of local autonomy and the 2000 Law are not in harmony with the principles of local self-government. Examples of such laws that have led to conflicts between central and local governments include the law establishing the Construction Police, the law on urbanisation which sets up National Planning Agencies as well as Urban Planning Agencies, and the law establishing prefects.

         Similar to other Eastern European countries, a de-concentration process that has been developed in Albania has paralleled the process of decentralization. Some of the ministries have established their offices—called Directories—in most of the Prefectures. These offices are directly subordinate to the central government. For the same public services, municipalities have also created their own offices. Regional councils composed by delegates from municipality councils have their own offices that cover the same areas. And finally, the prefects also have their own offices covering public health, agriculture, and education. This dichotomous behavior demonstrates, on the government side, the lack of confidence on local government capabilities and also the temptation of continuing control over resource allocation by the central government to these public services on the local level; and on the local government side, attempts to increase its involvement in public services with tangible impacts on local communities.  

         This dichotomy unveils that the key problem of the Albanian decentralization is the financial decentralization. Due to limited tax collection capabilities and the lack of local economies, most of the municipalities rely on national financial resources that, for instance, during the period 1998-2000 covered 93-96 percent of their total revenues. These figures remained unchanged during 2001 because that year, the newly elected local authorities could not implement the new Law on Organization and Functioning of the Local Government.
 During this period, local governments had little room to anticipate any grants that they would receive, since the central government implemented ad hoc procedures in that issue. Whereas the central government has steadily increased the amount of unconditioned grants at the expense of conditioned ones, the 1/3 to 2/3 ratio in favor of conditioned grants demonstrates a continuing mistrust and tendency of the central government to control the orientation of government grants.

         SP’s local government reform peaked in the eve of the 2000 local elections, but the reform had stopped since 2002 because the SP dominated government sought to politically control the local government investments. That was not the only reform that has been stalled; the transfer of utility companies from government management to local authorities and the transfer of property evaluation and registration from central government to local governments have also been stalled. Due to that policy, some SP controlled municipalities in southern Albania received as much as 15 times more government grants that other DP controlled municipalities in the northern part of the country. Upon taking office in August 2005, the DP government promulgated a policy to balance that distribution by, first according the unconditioned grants directly to the local authority; and second, by supporting the hitherto ignored northern municipalities. Thus, by trying to narrow the gap from 15:1 to 10:6, the DP, besides restoring justice, has tried to satisfy its own constituents.
 
          It is worth noting here that the intensive legislative drafting process for local decentralization reform of December 1998-July 2000 occurred in a period when the parliamentary majority belonged to a social-centrist coalition led by the Socialist Party, while in the major part of municipalities, the local power belonged to the opposition DP. On the other hand, the financial decentralization, although it progressed during the period 2000-2002 when both central government and the majority of local power were controlled by the Socialist Party, did not meet the ECLSG standards. This fact reveals that, in explaining the decentralization process in Albania, rather than political considerations and power game, one might need to heed other factors, too, such as the weak governance capacities at the local level to carry out reform
—a feature that also characterizes the cases of other reforms in the country—but also a lack of sufficient resources in a large number of communes, tendencies of concentration of wealth in some few large urban areas, weak citizen participation in community affairs, strong dominance of political interests rather that community interests, and a strong and long tradition of a centralized state.
 By the same token, the DP’s enthusiastic electoral promises for reversing the ratios between conditioned and unconditioned grants in favor of the latter began to be implemented more slowly than was expected, apparently due to local government lack of capability to absorb this reversal. 

         With regaining power, the DP undertook the increasing of the unconditioned grant for civil work investments and pledged the transfer of water utility to the local administration. These actions were taken out of the necessity of DP to demonstrate a governing image different from authoritarian centralization and in favor of a decentralized local government. This also goes along with the DP’s high expectations of winning the upcoming Fall 2006 local elections. This policy might have been drafted because it is in the rational interest of the DP’s government to unburden itself from the cumbersome and little profiting task of managing local water. As the Albanian Prime Minister Sali Berisha reiterated in the Conference for the Donors’ Activity Coordination in Decentralization and Local Government held in Tirana in May 2006, the retention of centralized health and education services “would bring only the relentless decrease of the service quality, of teaching and health care.”
 In that Conference, Mr. Berisha laid out his government’s plan for decentralization: the transfer of the water utility service to local government, the expansion of local fiscal autonomy, the increase of government grants to the locals, the transfer of state owned properties to local governments, and the transfer of health and education services to the local authorities.

         Yet six months after that pledge, the water and sewer utilities continue to be run by state owned and centrally controlled companies. Some local officials, especially those from the opposition SP, are still forcefully demanding their transfer of these companies to the local governments, as stated by law.
 
         The decentralization reform since the DP’s victory in the June 2005 general elections has been plagued by the political conflict between the DP, whose chairman is Albania’s Prime Minister, and the SP, whose chairman is the mayor of Tirana. Their conflict peaked in spring 2006 as the Construction Police, a part of the executive, halted the construction of a flyover that the Municipality of Tirana had begun in 2005. The country’s central institutions—including the Tirana District Court who ruled in favor of the Construction Police—were divided in that debate. Thus, the Territorial Adjustment Council of the Republic of Albania claimed that there were serious infringements of the rules on urban planning that had occurred during the flyover construction.
 Meanwhile, the Ombudsman and the High State Audit ruled that no consistent irregularities have been noted in municipality projects regarding public works. Giovanni Di Stasi, the then President of the CLRA, criticized the central authorities during a visit to Albania in January 2006 and stated that “the powers of the Construction Police and the composition and functioning of the Territorial Adjustment Councils do not conform to the provisions of the European Charter of Local Self-Government, and this creates a lot of misunderstanding and confusion.”
 On July 2006 the Zogu i Zi flyover was completely demolished by the Construction Police.
                                                                 

Constitutional Reform                                                                                                       The democratic changes of the late 1980s in Central and Eastern Europe found Albania with a communist constitution that promulgated the unchallenged rule of the Labor Party (LP) and did not recognize the separation of powers and their check-and-balance. Hence, from the positivist legal point of view, it represented a constitutive document. Yet from a natural right point of view, it was not a social contract that promulgated freedom and basic human civil and political rights. Its objective was to bolster and legitimize the communist rule rather than to establish a constitutional republican political system. 

         The Albanian Democratic Revolution of December 1990 resulted to the first pluralist elections in the beginning of 1991. The major issue that the first pluralist Kuvend had to tackle was constitutional reform. In an attempt to reflect the changing Eastern European political context, LP that emerged as the major victor of the March 1991 elections had its own project for a new constitution. LP’s interest was the approval of a constitution that would allow it to control the democratization and liberalization process. On the other hand, the opposing Democratic Party viewed that project not only as a Communist contribution to the democratization that must be denied but also as a hurdle for a serious and deep reform for which, indeed, DP was not prepared. Under these circumstances, DP offered the option of a mini-constitution according to the Czechoslovak model that was considered as a temporary constitutional package titled Major Constitutional Provisions.

         This process occurred completely without the attention or pressure from any international actor, and simply and solely represents the power game between domestic actors. DP’s proposal aimed at snatching the political initiative from the LP, but also to consolidate through the new constitution some of its recent major political achievements such as political pluralism, multiparty elections, the citizens’ right for private property, the restitution of religious institutions, and the guaranties of fundamental human freedoms.          
         LP was constrained to yield to this proposal and reach a consensus, thus accepting a co-leadership in the country’s constitutional reform. There were two reasons for the LP’s consent: first, its political power was at that time rapidly withering away; and second, a new generation of reformers within the LP was increasingly growing aware of the need for a new constitution. Conclusively, the reform proved to be successful, and Major Constitutional Provisions seemed to balance the immediate and expected needs; they turned out to be the underpinning of the Albanian transition toward a democratic government and market-oriented reforms. This case brings evidence that when domestic actors support a reform, but the international actors are indifferent, the domestic power game might perfectly lead toward a successful reform.
         The 1991 consensus ended with the overwhelming victory of the DP in March 1992. During the rest of 1992, DP used its 2/3 majority in Kuvend to make some generally deteriorating constitutional amendments that aimed at the consolidation of its increasingly authoritarian rule. The DP’s attempt in 1994 to gain popular support in a referendum for a new constitution, thus circumventing Kuvend—where it had already lost the 2/3 majority due to two splits—met an aggressive resistance from the opposition. Indeed, both the ruling DP and its allies on the one side, and the Socialist Party (SP)—the former LP—and some other opposition groups on the other viewed referendum as a way to settle political scores. Thus, rather than disputes on the proposed project-constitution, the political debate was littered with government’s accusations against the ex-communists over their “criminal past,” and allegations of the opposition against the government for cooperation with the Yugoslav President Slobodan Milosevic only because it was presumably allowing the breaking of the international embargo against Yugoslavia along the Albanian-Yugoslav border. Therefore, the popular rejection of the government project manifested only that the DP flunked its mid-term test but contributed little in the constitutional reform. 
         The need for a definitive constitution revived after the tragic Albanian state failure of 1997. The constitution issue became not only a domestic public issue, but also entered in the agenda of international actors with interests related to Albania. Apparently, the Albanian democracy’s failure in its first post-communist transitory period, 1992-1997, had happened due to the institutional malfunctioning while market related and private property related reforms had satisfactorily advanced. On the other hand, some of the international actors interested in Albanian stability conceived the process of the constitutional reform as a good chance to create cooperation between parties that were involved in an armed conflict during 1997. 
         The drafting of a new constitution began with a special decision of Kuvend in September 1997, but the work of the Commission for Drafting the Project-Constitution only began in early 1998 and concluded in October of the same year. On 28 November 1998, a referendum was called to approve the Constitution. The SP-led governing coalition had a clear political interest in approving a new constitution: first, due to the DP’s failure in approving its own constitution in 1994, the SP aimed to succeed where the DP failed; second, the SP viewed the process of modern constitution building as a way to gain political legitimacy from the international actors that have for many years distrusted 
its ex-communist legacy.
 Furthermore, the SP needed the international community’s involvement in the constitutional reform to gain legitimacy in its political action since it could not gain the DP’s cooperation. The DP did not pronounce any technical objection to the government project but opposed it on political grounds. Thus, it is clear that the ruling coalition invested on the constitutional reform both idealistic and rational power-driven interests. Meanwhile, the international actors, especially the US and the EU, were pointing to the idea that any attempt to establish the country’s shattered political stability should begin with the constitutional reform, possibly with the participation of all from the domestic political spectrum. In January 1997, on the eve of the Albanian state collapse, the Parliamentary Assembly of the CE called “upon the government and the opposition parties [in Albania] to end the political crisis in the country: a new constitution should be prepared and adopted. All parties represented in parliament should be properly involved.”
         
         The Albanian constitutional reform occurred as a result of a tight cooperation between the European troika—the EU, the Organization for Security and Cooperation in Europe, and the Council of Europe (CE)—both at political and technical levels due to a concordance of interests. Domestic actors were interested in a constitution that would fit the idiosyncratic domestic context; such was the need to concentrate the power to a more controllable prime minister rather than to a more independent president and the necessity of using constitutional tools for binding the perpetually conflicting Albanian parties to inescapable compromises as, for instance, in the case of electing the president with 3/5 of the Kuvend’s votes. Meanwhile, the international actors were able to offer assistance in that direction since the Albanian demands could satisfactorily be framed within already well developed Western constitutionalism. In January and July 1998, a Three Parliamentary Delegation (the OSCE Parliamentary Assembly, the Parliamentary Assembly of the Council of Europe, and the European Parliament) visited the Albanian capital, Tirana. In both cases, the Delegation stressed the need of drafting and approving the Constitution as an additional factor in the country’s political stability.

         The Western European assistance to the Albanian process of Constitution drafting and approving was funneled through two channels: first, the Commission for Democracy through Law (the Venice Commission) assisted with legal technicalities during the drafting process;
 second, OSCE, politically and technically supported the Commission, mainly by establishing the infrastructure for communicating with the public and other domestic and foreign associations interested in that process. Such assistance was given by the OSCE-established Administrative Center for Assistance Coordination and Public Participation (ACACPP) in Tirana. ACACPP was financially supported by a US Government fund granted to the OSCE for that purpose. Moreover, direct financial and technical support was given by the EU, and the German, Japanese, and Norwegian governments.
  
         An interpretation of the constitutional reform’s process in Albania leads to the conclusion that its positive results during 1991-1992 and 1992-1994 stem from conjoint positive preferences of domestic actors, albeit the absence of any condition imposed from foreign actors. The failure of the Constitution Referendum in 1994 and the impasse that it created dulled leaders’ preferences on that issue. A revival of the interests of the new majority that emerged from the June 1997 elections and the increasing role of some international actors facilitated the process of the constitutional drafting and approving, despite the deep divisions between the government and the opposition.           

                                                                                                                                   Conclusions                                                                                                                      The primary aim of this article was to analyze and theorize EU membership conditionality in Eastern Europe with a focus on Albanian institutional reforms. We put EU-CEECs conditional relationships within the framework of a model that we call a tug-of-war negotiation. The differences in sectorial reform priorities between the EU and CEECs cause each of them to pull toward their priorities. Thus, rather than bargaining, EU and CEE countries that aspire to EU membership pull toward their priorities, making often the institutional reform outcomes hybrids of clashing or competing priorities.

         Second, EU conditionality suffers the endogeneity problem, thus making inescapable the issue of methodologically resolving the chicken-and-egg problem between the willingness of countries to undertake reforms and the EU pressure to meet the membership standards set with the conditions. Techniques for resolving the endogeneity problem given by King, Keohane, and Verba led us to “sectorial policies.” In order to observe the development of CEE reforms under different EU conditions’ intensity, we split both the EU conditions and those reforms according to their sectors. We argued that, because the asymmetric interdependence in EU-CEECs relations makes impossible bargaining style negotiations between them, those relations are characterized by either a tug-of-war between the EU and CEECs clashing priorities or by a coalesce of them. We conclude that, although the EU membership conditionality plays a role, that role remains secondary compared to the political will of the CEECs to implement reforms toward democratization and economic development. We achieve this conclusion by building a set of theoretical propositions and test some of them with cases from Albanian institutional reforms, while the rest of the hypotheses call for more empirical scrutiny. 
         Based on the aforementioned arguments, we built a series of hypotheses that cover most of the negotiation dynamics between the EU and its membership aspiring countries from Central and Eastern Europe. While we considered the political actors’ strategic interests as exogenous, unchangeable, and power-driven, we theorized cases when actors’ tactical interests toward reforms were positive, negative, and null. By dehistorizing EU membership conditionality, our focus on only one country simplified the number of independent variables and allowed us to analyze the EU-Albania tug-of-war outside of the historical context of the reforms. Thus it inhibits us from measuring historic idiosyncrasies that, arguably, might play a role in both the conditions and the progress toward reforms.
 In order to resolve this problem, cross-country comparison would be needed. We found that in the case of the constitutional reform, when both EU and Albanian leaders were positive toward a reform, it had a smooth progress and an easily achieved positive result. In the case of the decentralization reform, although the EU preferences seem to be almost invisible, Albanian leaders have continuously been engaged in reform.         
         As has been mentioned before, the Albanian political stage is characterized by the perennial conflict between two opposing big parties, DP and SP, and a dozen of miniscule parties allied to them and that often shift allegiances. This conflict would help to explain the Albanian leaders changing preferences in reforms from a positive to a negative or indifferent attitude. It helps explain the seesaw of the decentralization where reforms are contingent to relative gains and the timing of their progress and stall matches the electoral calendar and the outcomes of the elections. A party in power is inclined to stall decentralization reforms if the local governments are in the hands of the opposing party, and vice versa. By the same token, the party that controls the government prefers to slow the reform before local elections, waiting for their results. 
         These are suggestive results that highlight some propositions and bring empirical evidence in favor of some of the hypotheses. Yet the issue deserves further inquiry, mainly in building the historical background by expanding it in cross-country comparisons, defining the EU and CEECs leaders’ preferences in a more detailed scale base, and covering other institutional reforms. Further research is needed to address these issues.
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� See “Reply to Recommendation 1312 (1997), Doc. 8139, Honouring of obligations and commitments by Albania,” (The Committee of Ministers, Adopted on 4 June 1998 at the 634th Meeting of the Minsters’ Deputies).
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