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In the post-Cold War era, the Balkans came to exemplify the power of resurgent
nationalisms freed from the straitjacket of bipolar stability. The break-up of the Yugoslav
federation suggested that exclusivist ethno-national identities trumped the logic of
political and economic integration. Yet, by the early 2000s, regional cooperation made
significant inroads into South East Europe. This study addresses the puzzle of why the
Balkan states have engaged in a number of multilateral schemes in fields such as military
security, trade, infrastructure development, energy, despite the region’s divisive historical
legacies and political instability.

The thesis explores the impact of three factors: regional interdependence denoting
the socio-economic and political linkages which contribute to the convergence of Balkan
states’ material interests, external push referring to the policies for fostering regional
cooperation adopted by key actors such as the EU, US, and NATO, and identity politics:
the discourses on the borders, cultural make-up and history of a Balkan regional entity as
well as the latter’s relationship with constructs like Europe and the West. The thesis
argues that external projection of power, rather than regional interdependence, accounted
for the development and growth of Balkan regionalism. However, the push from outside
was legitimised by Balkan collective identity built upon myths of belonging to and
exclusion from ‘civilised Europe’. Regionalism was not solely a reflection of the supply

and demand for integrative frameworks, but amounted to a symbolic strategy for



transforming the volatile Balkans into South East Europe by the adoption of the
institutional norms and practices of international clubs such as the EU and NATO.

The case of regional cooperation in South East Europe contributes to the debates
about the politics of interest and the politics of identity in the field of International

Relations, and raises questions about the nature of power in contemporary Europe and the

international society.



I hereby declare that this work is entirely my own, except where otherwise
indicated.

Dimitar Bechev
Oxford, 19 May 2005
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Chapter 1

Introduction

I. The puzzle of regional cooperation in the Balkans

Regional cooperation has become one of the buzzwords in the Balkans. One comes
across it in every official speech, policy paper and media piece dealing with the politics
and economics of the area. Local diplomatic jargon abounds with barely pronounceable
acronyms such as TTFSEE', SEECP®> and MPFSEE’ denoting different cooperation
schemes involving the countries of South East Europe.* Powerful external actors such as
the European Union (EU) consider the promotion of regional cooperation their core
objective in the region. Various social scientists and political analysts explore at
considerable length the opportunities and obstacles for the local state and non-state actors
to engage in common projects in key issue-areas such as the fight against transborder
crime and illegal trafficking, infrastructure development, and trade.

Often criticised for their limited political and economic impact, different
cooperative arrangements and schemes have, nonetheless, made significant inroads into
South East Europe. Since the Dayton peace agreement of 1995, multilateral initiatives

have grown in number but also in scope and depth. They enjoy the support of the EU,

' Trade and Transport Facilitation in South East Europe, a regional programme supported by the World
Bank. See Chapter V.

2 South East European Cooperation Process, a regional high-level diplomatic forum. More in Chapter VII.

3 Multinational Peace Force for South East Europe, see Chapter VI. For a synthesised overview of the
main policy initiatives focusing on the promotion of Balkan regional cooperation, sce Appendix [ at the end
of the thesis.

4 There is no single agreed definition of South East Europe as there are various, often clashing, criteria
including geography, political history, culture, economic development and so forth (see Chapter 1V). The
dissertation focuses on the following states Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Greece,
Macedonia, Serbia and Montenegro (including Kosovo), Romania, and Turkey. Slovenia, Moldova, and
Hungary are occasionally considered part of the region, insofar as they participated in certain initiatives in
South East Europe.
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which has invested considerable political efforts and financial resources, alongside a
multitude of other significant actors: states (US, Germany, France, Italy),
intergovernmental organisations (NATO, OSCE), and international financial institutions
(IFIs) such as the World Bank and the European Investment Bank. Balkan countries
themselves have also initiated regional schemes drawing on the modest indigenous
traditions of multilateral cooperation dating back to the 1970s and 1980s.

The fact that regional cooperation is so high on the Balkan agenda is indeed
remarkable, given the series of violent conflicts witnessed in the post-Cold War era. The
break-up of the Socialist Federal Republic of Yugoslavia triggered consecutive wars in
Slovenia (1991), Croatia (1991-95), Bosnia-Herzegovina (1992-95), Kosovo (1998-99),
South Serbia (2000-01), and Macedonia (2001). Divisions rooted in exclusivist ethno-
national identities, and not integration driven by functional imperatives, set the dominant
trend for the better part of the 1990s. Importantly, the Yugoslav drama was seen as the
last episode in a prolonged historical process of fragmentation earning the Balkans, time
and again, an unenviable name in world politics. The term ‘balkanisation’ has come to
signify all that is antithetical to cooperation and regionalism: dissolution into ever smaller
political units, nationalism-fuelled strife, isolation, and irrational aggressiveness towards
neighbouring states and ethnic groups. To some, regional cooperation in the Balkans
might even sound as an oxymoron, at least so long as hotspots like Kosovo continue to
make the global media’s headlines.

Notably, the two processes -- fragmentation and cooperation -- developed side by
side, particularly in the late 1990s. In fact, it was conflicts like the one in Kosovo that put
Balkan interstate cooperation in the spotlight. When the EU launched the Stability Pact

for South East Europe in 1999, it was boosted by a broad international consensus that the
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Balkans need stronger regional approaches and the local states should be induced to work
together on issues of security and economic development. With the 2001 conflict in
Macedonia and Kosovo’s continued volatility, it soon became clear that despite the Pact’s
ambitions stability was not in sight. However, Balkan leaders declared their readiness to
establish good-neighbourly relations amongst their countries and remove all obstacles to
the flow of goods and capital in the region. By late 2003, a network of bilateral free-trade
agreements was initiated by the European Commission under the auspices of the Stability
Pact, covering Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Macedonia, Romania,
Serbia and Montenegro, with Moldova eager to join.” A common electricity market was
also in the making.

This study disentangles the puzzle of why the Balkan states have engaged in a
growing number of cooperation initiatives, despite the region’s divisive historical
legacies and the turmoil of the 1990s. It explores the development of Balkan regional
cooperation concentrating on the period between the Dayton peace and the end of 2003.
If we accept late 1995 (Dayton) as a starting point, we see that the process developed
relatively speedily. To put things into perspective, it took the Western European states
more a decade after the end of the Second World War to produce the Treaty of Rome
(1957) which launched the European Economic Community. By contrast, the Balkan
states dismantled tariff barriers amongst themselves during or immediately after a period
of conflict. To be sure, this comparison is objectionable, not least because of the limited
progress in terms of economic integration seen in South East Europe. It is still the case,

however, that multilateral forms of political and economic relations have proliferated at a

5 Serbia and Montenegro is the name adopted by the Federal Republic of Yugoslavia in February 2003. The
name ‘Yugoslavia’ is used in all references to the state before the above date.
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rather rapid pace. Clearly, interstate cooperation, rather than competition or conflict,
became the norm within the region by the early 2000s.

Looking at the existing literature, one can identify several views about the nature
of Balkan regional cooperation and the factors that have been driving it forwards. A
number of studies privilege the economic aspects of the process. Thus, in the post-Dayton
period, a pioneering report by the Centre for Liberal Strategies in Sofia charted the
opportunities and potential benefits associated with cooperation in a wide range of
functional issue-areas such as trade, telecommunications, and transport.® The policy
debates surrounding the NATO intervention in Yugoslavia and the ensuing Stability Pact
for South East Europe pushed the argument a step further. If the pre-1999 policy thinking
on the Balkans was dominated by security, the new vision portrayed cooperation as a sui
generis collective developmental strategy geared towards the build-up of political
stability. The discussion was spearheaded by think-tanks like the Centre for European
Policy Studies in Brussels, the Hellenic Observatory at the London School of Economics,
and the Sofia-based European Institute and focused on the opportunities for and obstacles
to reconstruction, growth, and political reconciliation m the region. The policy
community converged around the view that trade liberalisation (intra-regional as well as
between the region and the EU) and improved infrastructure were important elements on

the path towards reconstruction and development.” In other words, it put forward the idea

6 Centre for Liberal Strategies, Current State and Prospects for the Development of Regional Co-operation
Between the Countries of South Eastern Europe, Sofia, CLS, 1997.

7 Michael Emerson and Daniel Gros (eds.), The CEPS Plan for the Balkans, Brussels: CEPS, 1999,
Vladimir Gligorov, Mary Kaldor and Loukas Tsoukalis, ‘Balkan Reconstruction and European Integration,’
London: Hellenic Observatory, LSE, October 1999. Stanislav Daskalov, Nickolay E. Mladenov, Daniel
Gros, Paul Brenton, Michael Emerson and Nicholas Whyte, ‘A Comprehensive Trade Policy Plan for the
Western Balkans: A Bold Initiative to Bring More Stability and Prosperity to South Eastern Europe,” CEPS
Working Paper, Brussels, CEPS, 2000. The Vienna Institute of International Economics (WIIW) has been
the leading research institution dealing with the issues of intraregional trade in South East Europe. See the
publications resulting from its project entitled 'Regionalism in  Southeast FEurope' at
<http://www.wiiw.ac.at/balkan/regionalism.html>.
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that cooperation should capitalise on and enhance the existing structures of inra-Balkan
interdependence to promote growth and integration at the regional level and into the EU.
The economic slant of the Stability Pact and the policy discussions around it
presented certain analytical disadvantages, in that regional cooperation was put in the
same basket with various issues specific to individual countries of South East Europe but
not truly regional in character.® At least initially, it was hard to disentangle the twin
agendas of domestic reform and cross-border integration which were of equal importance
to the Pact. By the early 2000s, however, regional cooperation became a distinctive issue,
in part because it was singled out as part of the EU’s conditionality policy vis-a-vis
former Yugoslav republics and Albania (the Western Balkans).” An article by Milica
Uvali¢ in the special issue on Balkan reconstruction in the newly-established Journal of
Southeast European and Black Sea Studies argues that shared problems such as
underdevelopment and isolation from the West makes the Balkans a coherent unit,
despite their fragmented political economy dating back to the Cold War decades and the
dissolution of Yugoslavia.'” Indeed Uvali¢ sees regional cooperation as a way to
encourage trade and foreign direct investment (FDI) in post-communist Balkan countries,

putting them on the EU accession path.'"  An important contribution to the debate has

¥ One should, nonetheless, acknowledge the analytical work done on the security dimension of the Pact.
Albert Rakipi (ed.), Stability Pact Just Around the Corner, Tirana: Albanian Institute for International
Studies, 2000; Minko Noev, ‘The Role of NATO in the Stability Pact for South East Europe,” NATO
Research Fellowship Report, NATO Office of Information and Press, Brussels, 2002.

° On the issue of EU conditionality, see Othon Anastasakis and Dimitar Bechev, ‘Bringing Commitment to
the Process: the EU Conditionality in South East Europe,” Occasional Paper No. 1, South East European
Studies Programme, European Studies Centre, St Antony’s College, Oxford, February 2003.

' On the political economy of the Balkans, see George Petrakos and Stojan Totev (eds.), The Development
of the Balkan Region, Aldershot: Ashgate, 2001. Also Stefano Bianchini and Milica Uvali¢ (eds.), The
Balkans and the Challenge of Economic Integration — Regional and European Perspectives, Ravenna,
Longo Editore, 1997.

' Milica Uvali¢, ‘Regional Co-operation in Southeast Europe,” Journal of Southeast European and Black
Sea Studies, 1 (1), 2001, pp. 55-75. Also included in Thanos Veremis and Daniel Daianu (eds.), Balkan
Reconstruction, London: Frank Cass, 2001. For a sceptical assessment of the economic contribution of
regional cooperation see Predrag Simi¢, ‘Do the Balkans Exist?” in Dimitris Triantaphyllou (ed.), ‘The
Southern Balkans: Perspectives from the Region,” Chaillot Paper 46, Paris, European Institute for Security
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also been made by Franz Lothar Altmann who outlines arguments favouring regional
cooperation, notably the gains offered from larger, integrated markets and the superiority
of regional solutions in certain issue-areas like the fight against organised crime."?

This interpretation highlighting the forces of interdependence can be contrasted
with the view that Balkan cooperation is conditioned by the influence of external actors.
A good illustration is Aurel Braun’s book Small-State Security in the Balkans surveying
the multilateral politics of the region in the 1970s and early 1980s." Although he reads
the intensified cooperation on functional issues such as transport and energy as a process
of rudimentary regionalisation (‘concordisation’), Braun emphasises the constraints for
political rapprochement proceeding from superpower involvement in South East Europe.
An even more far-reaching view is espoused by Radovan Vukadinovi¢ who contends that
most cooperation initiatives in the 20" century Balkans have resulted from powerful
outside states’ alliance-building strategies."”

The rebirth of Balkan regional cooperation after the US-brokered Dayton
Accords produced another wave of publications dealing with the impact of the external
actors on regional security. Konstantina Botsiou, researcher at the Greek think-tank
ELIAMEP, and Snezhana Shtonova examine schemes targeting the Balkans such as the
US-initiated Southeast European Cooperative Initiative (SECI) and EU’s Royaumont side
by side with the Central European Free Trade Agreement (CEFTA), the Central

European Initiative (CEI), and the Black Sea Cooperation Process (BSEC), all initiatives

Studies, 2001, pp. 17-35. <http://www.iss-eu.org/chaillot/chai46e.pdf>. Also Also ‘Southeastern Europe
and Regional Cooperation’ in Wim van Meurs (ed.), Beyond EU Enlargement. Vol 2. The Agenda of
Stabilisation for Southeastern Europe, Guetelsroh: Bertelsmann Foundation, 2001, pp. 72-93.

12 Franz Lothar Altmann, ‘Regional Cooperation in South East Europe,” Journal of Southeast European
and Black Sea Studies, 3 (3), January 2003, pp. 126-49.

13 Aurel Braun, Small-State Security in the Balkans, London: Macmillan,1983.

4 Radovan Vukadinovié, ‘Balkan Cooperation: Realities and Prospects’ in F. Stephen Larrabee (ed.), The
Volatile Powder Keg. Balkan Security after the Cold War, Washington DC: American UP, 1994, pp. 185-
201.
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which include both Balkan and non-Balkan countries.'” These surveys treat regional
cooperation in South East Europe as part of a larger subject, the post-Cold War European
security architecture. It is not coincidental that the most important analyses of Balkan
regionalism are made by chapters in edited volumes dealing with various aspects of pan-
European security. Those books’ underlying theme -- here the work of Renata Dwan and
Andrew Cottey deserves special mention -- is the role of (sub)regional arrangements,
located on the then EU and NATO fringe, as promoters of continent-wide stability.'® As a
rule, these studies are distinctly prescriptive and seek to identify policymaking strategies
for strengthening the arrangements in question, famously characterised by Alyson Bailes

as ‘the Cinderellas of European security.’!’

Although the Balkans is treated as a test-case,
there is relatively little to learn from this literature about the dynamics of interstate

politics inside the region.'® At the same time, by focusing on the whole set of post-

" Konstantina Botsiou, ‘Perifereiaki Synergasia stin Anatoliki ke Notioanatoliki Evropi’ [Regional Co-
operation in Eastern and Southeastern Europe], Athens, ELIAMEP, 1998 (in Greek). Snezhana Shtonova,
‘Regional Co-Operation and Strengthening Stability in Southeast Europe,” NATO Research Fellowships
Report. NATO Office of Information and Press, Brussels, 1998. CEFTA was established in 1993 by the
Viségrad group: Hungary, Poland, the Czech Republic and Slovakia. Over time it expanded to the south by
including Slovenia (1996), Romania (1997), Bulgaria (1997), and Croatia (1997). CEI succeeded the so-
called Hexagonale and by the second half of the 1990s counted as members all ex-communist countries of
Central and Eastern Europe (including Belarus), Austria, and Italy. BSEC was initiated by Turkey in 1992
and included all littoral countries plus Greece, Albania and Azerbaijan.

'®*Andrew Cottey (ed.), Subregional Cooperation in the New Europe: Building Security, Prosperity and
Solidarity from the Barents to the Black Sea, London: Macmillan, 1999. Renata Dwan (ed.), Building
Security in Europe’s New Borderlands: Subregional Cooperation in the Wider Europe, Armonk: M.E.
Sharpe, 1999. See the chapters on South East Europe by Sophia Clement and Plamen Pantev in Dwan, pp.
69-116, and lan Bremmer, Sophia Clément, Andrew Cottey and Thanos Dokos in Cottey, op. cit., pp. 213-
40. More recent examples include Sophia Clément, ‘Subregionalism in South Eastern Europe’ in Stephen
C. Calleya (ed.), Regionalism in the Post-Cold War World, Aldershot: Ashgate, 2000, pp. 71-98, and
Adrian Pop, ‘Sub-regional Groupings as Security Providers in Central and Southeast Europe,’ International
Issues/Medzinarodne Otazky (Bratislava), 1 (10), 2001, pp. 131-41. Although these authors use the term
‘subregion’ with reference to South East Europe and any other areas of similar size within Europe, the
thesis gives preference to the term ‘region’ and its derivatives (e.g. regionalisation).

' Alyson Bailes, ‘Sub-regional Organisations: The Cinderellas of European Security,” NATO Review, 45
(2), March 1997, pp. 27-31.

' Kosta Tsipis’ Common Security Regimes in the Balkans preceding the volumes by Cottey and Dwan is
certainly richer and more thorough in its analysis of the external actors’ role in Balkan security. Kosta
Tsipis (ed.), Common Security Regimes in the Balkans, Boulder, CO: University of Colorado Press, 1996.
See also Panayotis J. Tsakonas, ‘Creating Conditions of Stability in Southeastern Europe: Prospects for an
Arms Control Regime,” NATO Individual Fellowship Report, NATO Office of Information and Press,
Brussels, June 1999.
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communist countries in Central and Eastern Europe, these books raise crucial questions
about the balance between peripheral regionalism and integration in the EU and NATO,
which, as the current thesis shows, have been particularly salient in the Balkan context."”

With the war in Kosovo, a number of authors started focusing more closely on the
on the efforts of international actors to construct regional institutions in South East
Europe as part of their policy of intervention. Here, one should mention the work by
Lykke Friis and Anna Murhpy as well as Rafael Biermann on the EU’s German
Presidency and the development of the Stability Pact in the first half of 1999.%° Those two
accounts document the changing intensity and scope of the EU strategy towards the
countries of the region taken as a group at a very critical juncture.

There are also authors, who treat Balkan regional cooperation as an outcome of
the interplay between external and local dynamics. Thus, they occupy a middle ground
between the interedependence and external intervention schools sketched above. The
accounts of the 1970s and 1980s Balkan multilateralism by authors like Evangelos Kofos
and Thanos Veremis bring out a set of Balkan-specific, as opposed to systemic,
conditions and factors.?! Both authors highlight the role of Greece and the contribution of
its leading political figures such as Prime Ministers Kostas Karamanlis and Andreas
Papandreou. In a similar vein, Dusko Lopandi¢’s monograph Regional Initiatives in
South East Europe, a comprehensive catalogue of all multilateral schemes and

arrangements operating in the region, makes the point that there has been an impulse for

19 See also Martin Dangerfield, Subregional Economic Cooperation in Central and Eastern Europe: the
Political Economy of CEFTA, Cheltenham: Edward Elgar, 2000.

20 Rafael Biermann, ‘The Stability Pact for South Eastern Europe — Potential, Problems and Perspectives,’
Discussion Paper C56/1999, Bonn, Center for European Integration Studies, 1999. Lykke Friis and Anna
Murphy, ‘"Turbo-charged Negotiations”: the EU and the Stability Pact for South Eastern Europe,’ Journal
of European Public Policy, 7 (5), 2000, pp. 767-86.

2 Evangelos Kofos, Greece and the Balkans in the '70s and the '80s, Athens: ELIAMEP, 1991.Thanos
Veremis, ‘The Balkans in Search of Multilateralism,” Chapter | in Greece's Balkan Entanglement, Athens:
ELIAMEP, 1995, pp. 32-51.
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cooperation coming from inside the region.”> What is particularly interesting is that
Lopandi¢ -- as well as other authors like Sule Kut and Asli Sirin as well as Ekaterina
Nikova -- are keen to demonstrate that regional cooperation thinking is not a novel import
into the Balkans. To substantiate their argument, they go back in history to the time of the
Balkan conferences in the early 1930s as well as the period between 1976 and 1990. *
Their argument, whether spelled out implicitly or explicitly, is that the strong external
push since the mid-1990s has not been the sole factor contributing to the growth of
regional cooperation. These authors see substantive, though variable, local commitment
to cooperation on issues of shared interest and concern over a longer period of time. This
is certainly a claim that underpins two of the most valuable studies of the history and
politics of multilateral cooperation in South East Europe authored by Axel Sotiris Walden
and Apostolos Christakoudis.** It is unfortunate that these works are available only in the
languages, in which they were originally written (Greek and Bulgarian respectively) and

. .25
are, therefore, not accessible to a broader readershlp.2

2 Dugko Lopandi¢, Regional Initiatives in South Eastern Europe, Belgrade: European Movement in Serbia,
2001. ‘Inicijative i oblici multilateralne saradnje u Jugoiztotnoj Evropi’ [Initiatives and forms of
multilateral cooperation in South East Europe] in Jelica Mini¢ (ed.), Jugoiztocna Evropa 2000: Pogled iz
Srbije [South East Europe 2000: A View from Serbia], Belgrade: Stubovi culture, 2000, pp. 69-86. See also
the proceedings of the special conference convened by the European Movement in 2002. Dusko Lopandic¢
(ed.), Regional Cooperation in South Eastern Europe: The Effects of Regional Initiatives —Conference
Proceedings, Belgrade: European Movement in Serbia, 2002.

2 Qule Kut and N. Asli Sirin, ‘The Bright Side of Balkan Politics: Cooperation in the Balkans,” in Dimitris
Sotiropoulos (ed.), Is Southeast Europe Doomed to Instability? A Regional Perspective, London: Frank
Cass, 2002, pp. 10-23; Ekaterina Nikova, ‘Balkan Regional Cooperation Revisited,’ Etudes Balkaniques,
38 (1), 2002, pp. 3-32.

24 Axel Sotiris Wallden, Diavalkaniki Synergasia kai Evropaiki Oloklirosi [Balkan Regional Cooperation
and European Integration,] Athens: Papazisis, 1992; Apostolos Christakoudis, Mnogostranno
satrudnichestvo v Yugoiztochna Evropa [ evropeyskata integraciya: Istoriva I Nastoyashte [Multilateral
Cooperation and European Integration in South East Europe: History and Presence], Sofia: Heron Press,
2002.

» Amongst the publications on the issue appearing in Balkan languages, one could also mention Dinko
Dinkov, Regionalnoto satrudnichestvo v Yugoiztochna Evropa, [Regional Cooperation in South East
Europe,] Sofia: Stopanstvo, 2002, Gheorghe Colt, Colaborarea balcanica: domenii, forme, organisme
[Balkan Cooperation: Domains, Forms and Organisations], Bucharest: Editura Politica, 1983, and Valentin
Lipatti, Balcanii ieri §i azi: contribufii romdnegti la colaborarea balcanica multilaterald [The Balkans
Yesterday and Today: The Romanian Contribution to Balkan Multilateral Cooperation], Bucharest: Editura
Politica, 1988. (on the period 1976-88).
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One of the shortcomings encountered in all of the above accounts, whether laying
the stress on interdependence, external push for cooperation, or on a combination of both,
is the limited attention paid to cognitive factors. For instance, they fail to address the
question: To what degree are EU accession and regional cooperation perceived as
compatible goals? A major study of regional elites’ views, carried out by Othon
Anastasakis and Vesna Boji¢i¢-Dzelilovi¢, shows that that the two objectives are often
seen as contradictory, if not mutually exclusive.”® The report’s findings suggest that the
self-images of each country have a strong impact on the attitudes towards regional
cooperation. Where political elites consider their country more advanced on the road to
the EU than neighbours, scepticism prevails. That negative stance is reinforced by deep-
rooted narratives of not being part of the Balkans in cultural and historical terms, as in the
case of Croatia. The authors also claim that there is a weak sense of collective identity
amongst the Balkan elites, which lends itself to low support for regional cooperation and
integration on a wider Balkan scale.

By emphasising the role of perceptions, the study by Anastasakis and Bojici¢-
Dzelilovi¢ is the first to introduce in a systematic way the issue of identity politics into

27 Yet the nexus between

the literature on interstate cooperation in South East Europe.
Balkan identity and regional cooperation remains largely a conceptual grey zone. Though
it acknowledges that regional identity or the lack thereof as an important factor, the
existing literature offers relatively little insight into the concept itself as well as into its

relationship with the international politics of the Balkans. It is hardly surprising that

studies on Balkan identity in various disciplines outside politics and diplomatic history

.....

Integration,” London, The Hellenic Observatory, LSE, 2002.

%7 On regional perceptions see also the survey carried in 2002 by the International Institute for Democracy
and Electoral Assistance (International IDEA). ‘South Eastern Europe Public Agenda Survey,” Stockholm:
International IDEA, March 2002. Available at <www.idea.int>.
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have rarely influenced ongoing debates. It is indeed striking how disciplinary divides
have prevented scholars in different fields from conversing on some issues and concerns
they have in common. While many authors make a point about Croatia’s reluctance to
partake in Balkan cooperative initiatives proceeding from the country’s self-
characterisation as belonging to Central Europe, they do not go a step further to examine
critically what constitutes the boundary between the two areas: culture, political
traditions, levels of economic development, patterns of international relations, and how
exactly a country’s identity emerges as a potent factor shaping its foreign policy. Those
who argue, for instance, that regional cooperation is challenged in the Balkans because
the local countries do not feel part of the same region, do not explain what they mean by
regional awareness and how it comes about in the first place. However, in most cases,
accounts putting forward arguments about regional identity do take the Balkans for
granted as a stable political unit shaped by history.”® Lamentably, the literature on the
historical genealogy and the political usages of regional subdivisions in Europe,
represented by historians like Larry Wolft (Inventing Fastern Europe) and Maria
Todorova, author of the seminal /magining the Balkans, has remained disconnected from

the studies on Balkan regionalism.29

2In 1990, Christopher Cvii¢ foresaw the formation of two integration blocs in South East Europe,
Balkania, defined by Byzantine and Orthodox heritage, and Kleinmitteleuropa where Austro-Hungarian
and Catholic traditions prevail. See his Remaking the Balkans, London: Royal Institute for International
Affairs, 1990, p. 126.

? Larry Wolff, Inventing Eastern Europe: The Map of Civilization on the Mind of the Enlightenment,
Stanford, Calif.: Stanford University Press, 1994; Maria Todorova, /magining the Balkans, New York and
Oxford: Oxford UP, 1997.
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II. Regional interdependence, external push and identity politics:
the factors behind regional cooperation

The overview of the relevant literature leads us to two preliminary observations. First,
Balkan regional cooperation is a multilayered process; it has both security and economic
dimensions and takes place across a number of issue-areas: trade, defence, diplomacy,
infrastructure, the environment. This is demonstrated by the great variety of schemes
involving different constellations of South East European and extra-regional states, as
well as various international organisations and financial institutions. This is the reason
why the thesis opts for the terms ‘regional cooperation’ and ‘regionalism’, rather than
integration which is a narrower notion biased towards the economic dimension of the
process. In the literature, regional cooperation is also linked with the concept of
regionalisation, which refers to the growth of cooperative arrangements within a regional
context. While regional cooperation denotes a process whereby states located in a
relatively coherent geographical space interact to achieve certain shared goals,
regionalisation is the aggregate outcome.”

Second, despite the multiplicity of players, initiatives and issues, one can pin
down certain factors that are always present. Based on the literature surveyed in the
preceding secion, the thesis singles out three key variables: regional interdependence,
external push, and identity politics.

Regional interdependence denotes the political, social, economic, functional and
spatial linkages, which, figuratively speaking, situate the states in question in the same
boat. The condition of interdependence implies that the security and welfare of each

individual state in South East Europe have been directly affected by its regional

% Andrew Hurrell, ‘Explaining the Resurgence of Regionalism in World Politics,” Review of International
Studies, 21 (4), 1995, pp. 321-58; also Andrew Hurrell and Louise Fawcett (eds.), Regionalism in World
Politics, Oxford: Oxford UP, 1995.
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environment. This, in itself, has emerged as a strong incentive for multilateral
cooperation due to the fact that certain regional issues can be tackled only through
collective action at the regional level. The thesis distinguishes between functional
interdependence as a subspecies of regional interdependence pertaining to economic and
social (‘low political’) affairs and security interdependence proceeding from the
intertwined character of the threats and issues faced by the Balkan states.

External push refers to strategies for promoting regional cooperation adopted by
major outside actors such as the EU and its members, US, NATO, and the IFIs, as well as
the material incentives these strategies entailed.

Finally, identity politics relates to the nation-states’ self-images and discourses of
belonging or non-belonging to a specific Balkan or South East European region defined
by its common geography, politics, culture, and historical experience. Regional
multilateral cooperation inevitably raises questions about who is in and who is out of the
region which functional arguments focusing on interdependence cannot fully answer. A
second closely related aspect of identity politics is associated with the positioning of the
regional actors vis-a-vis constructs like ‘Europe’ and ‘the West’ represented by political
institutions such as the EU and NATO. Thus, identity politics is comprised of two
dynamically linked dimensions: countries’ individual and collective self-images (internal

dimension) and the notions of ‘Europeanness’ and ‘Westernness’ (external dimension).

Table 1.1 Factors behind regional cooperation

INTRA-REGIONAL EXTRA-REGIONAL

Interdependence External push MATERIAL

Identity politics

IDEATIONAL
Self-images Europeanness DEAT
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The above systematisation exercise is also important in terms of this thesis’ contribution
to the discussion of Balkan international politics for two reasons: (1) it shifts the focus of
enquiry, and (2) it provides a more focused and theory-informed analysis of the
phenomenon of regional cooperation.

The overview of the relevant literature shows that although Balkan regionalism
has been approached from a number of perspectives -- historical, economic, policy
analytical -- the question of what social forces shape it and drive it forward is on the
margins. Most of the hitherto work examines the impact of the cooperation schemes
made for South East Europe and/or the conditions for improving their performance. As a
rule, the literature asks why there is so little cooperation or economic integration in the
Balkans, assuming the opposite to be the normal state of affairs. (Needless to say that the
EU is almost invariably taken as a benchmark, which this thesis shows is of central
significance.) As a result, often an emphasis is often placed on factors undermining the
process such as nationalism and lingering conflicts as well as the lack of resources,
institutional weakness and mixed incentives offered by the external sponsors. The
variables accounting for the cooperative outcomes are rarely discussed analytically and
where they are singled out, no attention is paid as to how they influence process.”’

This study takes a markedly different path. Rather than listing the reasons for the
lesser intensity and depth of Balkan regionalism compared to other cases (the EU, Central
Europe), this thesis addresses the phenomenon as a research puzzle in its own right. If
historical evidence suggests that non-cooperation has been the norm in South East
Europe, then the reasons for the proliferation of cooperative institutions and schemes

since the mid-1990s are far from being self-evident.

! See Altmann, ‘Regional Cooperation.’
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Once the central question has been reformulated in such a manner (‘why there is
regional cooperation’ as opposed to ‘how successful is regional cooperation’), one can
study more systematically the origins of the process. Extrapolating the three master
factors (regional interdependence, external push, identity politics) from the literature, the
thesis examines their causal effects in terms of the observed outcomes in a given
timeframe. It weighs the explanatory power of each of the three but at the same time
acknowledges that they are not mutually exclusive and typically work side by side. For
instance, external schemes promoting regional cooperation have often been justified by
South East Europe’s intertwined security and economic problems. Of course, one can
very well imagine a scenario where local interdependence drives regional cooperation,
regardless of whether there are or not external incentives. This, however, is an ideal-type
model which has rarely been observed in South East Europe, given the important role of
outside actors and catalysts. Finally, external policy initiatives in the region have had
both material and identity dimensions: they have incentivised the Balkan states to work
jointly while also established the commitment to regional cooperation as a normative
standard for admission into Western institutions. In principle, they represented the
external push factor but were also relevant for the identity political dimension. The study
is, therefore, interested in how different constellations of the three factors result in
outcome variance across time, issue-areas, and individual states’ foreign policy vis-a-vis
regional cooperation. Thus the shift of focus makes possible a dynamic and comparative
approach.

The systematic inquiry into the phenomenon’s origins is also conducive for the
integration of social theory into empirical analysis. The reason that the bulk of the work

on Balkan cooperation offers only half-way articulated explanations is that it tends to be,
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as Srdjan Vudeti¢ puts it, ‘atheoretical.””” In the rare cases when theoretical models are
applied the added value tends to be minimal because there is a mismatch between the
expectations derived from the body of scholarship invoked and actual evidence.” On the
whole, the literature’s empiricist inclination results in many theoretical assumptions
remaining implicit.”* To return to the example of Balkan identity, those who insist that
the Balkan states do not feel part of the same family are, in fact, saying that regional
awareness is a necessary condition and not an end-product of the political process. They
also tend to see regional divisions like the one between the Balkans and Central Europe
as clearly defined and inscribed into history and culture. Thus they put forward the
hypothesis that regional cooperation is possible only in culturally homogenous
geopolitical spaces, though the concepts of culture and homogeneity are themselves
problematic. Other studies go to the other extreme: identity issues are not discussed at all
and regional cooperation is viewed through a rationalist lens, in terms of material costs
and benefits. This treatment of the subject, however, is not backed by theoretically
informed arguments on why purely rationalist conceptual frameworks and methodologies
are superior to possible alternative accounts emphasising the role of ideas, cognitions,

and identity.

32 Srdjan Vugeti¢, 'The Stability Pact for South Eastern Europe as a Security Community-Building
Institution,' Southeast European Politics, 2 (2), 2001, p. 117.

33 Charalambos Tsardanidis, for instance, brings in insights from the literature on new regionalism in
International Political Economy. He, however, arrives at the conclusion that Balkan regional cooperation
does not represent an instance of the new regionalism phenomenon, which begs the question why use it as a
yardstick in the first place. Charalambos Tsardanidis, ‘New Regionalism in South Eastern Europe: The
Case of the South-Eastern Cooperation Process (SEECP),” paper presented at the 1st International
Conference Restructuring Stability and Development in Southeastern Europe, 1-3 June 2001, Volos,
Greece.

34 There are, of course, some important exceptions. Florian Bieber has made a set of interesting theoretical
observations on regional cooperation in reference to the Stability Pact, ‘Regional Co-operation as an
Instrument for Conflict Prevention: The Case of the Stability Pact for South-Eastern Europe,” in Jody
Jensen (ed.), Europe Bound: Faultlines and Frontlines of Security in the Balkans, Szombathely: Savaria
University Press, 2003, pp. 87-106. See also Vuceti¢, ‘The Stability Pact’.
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III. Understanding and explaining cooperation: outline of the main argument
There are two analytical levels at which one can discuss Balkan regionalism. The first
one revolves around the question of whether and how much it has been an externally or
internally-driven process. Is it because of the regional countries’ common interests or the
push by external actors that cooperation has developed? However, based on its empirical
findings, this thesis puts forward the argument that regionalism has been a product of the
outside actors’ strategies to bring stability to the Balkans in the wake of recurrent
conflicts.

Such an explanation accords a relatively minor role to regional interdependence,
which is a significant departure from the mainstream thinking about regionalism. It is not
unusual for the literature to explain regional arrangements in different parts of the world
by highlighting combinations of internal demand (i.e. interdependence) and external push
factors. The impact of the latter factors varies in different regional contexts: actors
cooperate sometimes to resist and sometimes to adjust to outside pressure. By contrast,
interdependence is always a factor pushing towards a single direction: cooperation and
integration, though institutional outcomes might vary depending on other factors. Ceferis
paribus, one could expect a group of geographically proximate states to boost economic
and other exchanges, and deepen their functional links in order to increase their aggregate
welfare. In addition, interdependence sets the process’ agenda, in that states cooperate on
issues which bind them together. Regional functional interdependence, therefore,
emerges as a sort of default factor in regional cooperation. This thesis argues that
contrary to the mainstream political rhetoric in the Balkans interdependence does not lead
to cooperation on a regional scale. [ts impact is much stronger at what could be called, for

a lack of a better term, less-than-regional level. This refers policies and schemes, which
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involved three to four immediate neighbours and, therefore, could be treated separately
from the arrangements encompassing all South East European states, from Turkey to
Croatia (sometimes even Slovenia) and from Romania to Albania.

The claim that external push matters more than interdependence is hardly original
in light of the literature on the subject of regionalism in South East Europe. However,
what the latter misses is a second, much deeper debate. The existing work on regional
cooperation in the Balkans rests on an implicit, yet clear-cut, distinction between identity
politics and politics of material interest. Conventional wisdom has it that nationalism
puts a brake on cooperation and economic integration in South East Europe. If Balkan
states were rational gain-seekers and not animated by their parochial identities, they
would have been historically more likely to cooperate with their neighbours on bread-
and-butter issues such as trade and cross-border infrastructure. As demonstrated most
recently by the Yugoslav disintegration, political rivalries, security dilemmas and
conflicts over minorities and territory can effectively trump the logic of interdependence.
Regional cooperation is seen as an outcome of efforts by external actors and local liberal,
pro-Western elites to build peace and prosperity in the region by overcoming
fragmentation caused by identity politics. In this view, the external supply of policies and
schemes and the demand for cooperation on functional matters from inside the Balkans
reinforce one another. The common theme is that regional cooperation rationalises the
politics of South East Europe and is underpinned by a shift from identity-driven to
utilitarian behaviour.”

This study argues that the above conceptualisation is misleading and claims that

regional cooperation represents yet another form of identity politics. It explores more

3 Dimitar Bechev, ‘Contested Borders, Contested Identity: The Case of Regionalism in South East
Europe,’ Journal of South East European and Black Sea Studies, 4 (1), 2004, pp. 77-96.
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closely the social context, in which the process takes place, and inquires into the
structures of identity and shared knowledge that give meaning to the politics of
regionalism. The discussion goes beyond the particular causes or constraints for
cooperation and dissects key concepts like ‘region’, ‘Balkans’, ‘South East Europe’ and
‘Europe’ which inform the phenomenon in question. This approach raises a series of
interesting and very significant questions. What does it mean for a state and society to be
qualified as part of the Balkans? What is the relationship between the labels ‘South East
Europe’ and ‘Balkans’? What is the link between those identity tags and the popular
discourse on ‘Europeanness’, salient in post-communist Central and Eastern Europe, as
well as to the scholarly debates on European identity? The thesis contends that, from an
identity political perspective, regional cooperation has been a symbolic strategy of the
regional elites to ‘rebrand’, to quote the former Romanian Foreign Minister Mircea
Geoana, the conflict-prone and semi-European Balkans and transform them into a part of
Europe and the West.*® In the aftermath of a severe conflict, commonly referred to as a
‘Balkan’ and not ‘Bosnian’ or “Yugoslav’ war, the states inhabiting the Balkans -- that is
sharing a particular regional identity conceived in markedly negative terms -- had to
prove their compatibility with the Western institutions they aspired to join by adopting
their norms and practices. The symbolic aspects of the process are exemplified by the
embrace of ‘South East Europe’ as the regional states’ legitimate collective name. Certain
scholars have suggested that the key dynamic behind institutions such as the Stability
Pact is the creation of a security community in South East Europe defined by a feeling of

‘we-ness’, positing identity as a dependent variable in the research on regional

3® Mircea Geoana, statement at the ministerial meeting of the South East European Cooperation Process,
Belgrade, 19 June 2002.
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cooperation.”’

Yet, it is important to inquire into the sources and building blocks of
newly-discovered ‘we-ness’,that is the ideational structures that underpin and shape the
political phenomenon in question. From this perspective, regional cooperation emerges as
yet another episode in the Balkans’ long history of importing and emulating Western
models, not unlike the nation-state during the 19" and 20" century. Thus external actors’
policies aimed at fostering interstate cooperation have been legitimised by the identity
constructions at the regional level. The process of ‘Westernisation’ or ‘Europeanisation’
has been not solely about adjusting to material pressures; ultimately it is about re-
defining collective identities.

This argument throws bridges between International Relations (IR) and the
growing literature on Balkan identity in fields such as history, sociology, social
anthropology, and cultural studies emerging since the mid-1990s and exemplified by
Maria Todorova’s Imagining the Balkans. Indeed the subject of regional cooperation
offers a good example of how the disciplines of political science and area studies can
draw on one another. Political scientists have posed the question of how regional
cooperation squares with integration into continent-wide institutions such as the EU and
NATO. During the 1990s, the post-communist countries of Central and Eastern Europe
built up a number of cooperative arrangements (e.g. the Viségrad Group, CEFTA, the
Cooperation Council of Baltic States), which have faltered because their members
prioritised single-track accession to the Western clubs. Area studies experts and

historians, for their part, ask how regions are created or, to use the scholarly jargon,

‘imagined.” The thesis explores the threads linking these seemingly discrete debates: the

7 Vugeti¢, 'The Stability Pact’. Vugeti¢ draws on the security-community model developed by Barnett and
Adler, Emmanuel Adler and Michael Barnett (eds.), Security Communities. Cambridge: Cambridge UP,
1998.
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one on the relationship between regionalisation and integration into the EU and NATO,
and the one dealing with mental maps, ‘Balkanness’ and ‘Europeanness’.

This deeper interpretative take on regional cooperation influenced by the work of
critical historians like Maria Todorova or Larry Wolff, however, might be of lesser
relevance if one’s goal 1s to explain the origins and dynamics of the phenomenon in
specific policy sectors. Understanding and explaining are often posited as different and
non-commeasurable modes of social inquiry. ** The focus on identity could be important
for mapping the ideational context into which regionalisation is embedded but of limited
use when tracing the particular causes setting the process in motion. In other words, one
is challenged to demonstrate the impact of identity as independent variable, i.e. as a
factor shaping the relevant actors’ behaviour and explaining political outcomes.
Looking at the nuts-and-bolts aspects of cooperation in South East Europe, it is perfectly
plausible to construct an account emphasising material causes and constraints and playing
down identity.

Challenging this approach, the present study brings to the fore regional identity’s
causal effects, in addition to its deeper, constitutive effects. Firstly, it demonstrates that
certain states resisted regional cooperation schemes because they did not identify with the
Balkans. More importantly, however, the thesis shows that identity politics fostered
cooperation. It argues that the notion of ‘Europeanness,” key to the Balkans’ collective

identity, was interpreted as built around multiple norms of appropriate behaviour.” The

* The distinction between explaining (Erklaeren) and understanding (Verstehen) belongs originally to Max
Weber. In the context of International Relations, see Martin Hollis and Steve Smith, Explaining and
Understanding International Relations, Oxford: Clarendon Press, 1990. While Hollis and Smith, as others,
posit explaining and understanding as fundamentally different modes of studying a phenomenon, there is
still a strong case in favour of combining the two. See Gary King, Robert Keohane and Sidney Verba,
Designing Social Inquiry, Princeton NJ: Princeton UP, 1993, pp. 36-43.

% The concept of appropriateness is taken from James March and Johan Olsen who distinguish utility-
maximising behaviour (‘logic of consequences’) from norm following (‘logic of appropriateness’). See
Rediscovering Institutions. The Organisational Basis of Politics, New York: Free Press, 1989.
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EU, NATO and other international actors consistently projected the commitment to good-
neighbourliness and functional cooperation as a criterion of ‘Europeanness.” These norms
had a greater resonance in the Balkans than elsewhere because of the region’s turbulent
history and current politics as well as due to the sense of exclusion from the European
project and had palpable effects on state behaviour. For example, the logic of
appropriateness explains why the South East European countries established after 1996
indigenous multilateral fora with no external mediation that did little, except for
reaffirming the participants’ adherence to the principle of cooperation. The key
substantive steps on the regionalisation path -- e.g. the network of free-trade agreements
signed by the seven post-communist South East European countries in the period 2001-
03, the Balkan multinational peacekeeping unit, and the nascent common electricity
market -- were a product of the external push factor. Yet the external supply of
cooperation and integration schemes was legitimised by the European norms of
appropriateness, even at times when it was at odds with the demand coming from the
region. Thus, the thesis’ core argument is that regional identity politics and external push
are the two factors, which explain regional cooperation in the Balkans.

This line of reasoning remedies one of the shortcomings in the literature centred
on the role of outside agents in promoting cooperation in South East Europe. For the most
part, it looks at the motivation and behaviour of actors such as the EU but offers
relatively little insight into how the target states react to outside impulses. When it comes
to regional cooperation in particular, there is no analytical distinction between the
external agents’ usage of material incentives (membership conditionality, financial
transfers, trade concessions etc) and the discursive projection of norms and standards

that posit cooperation as a mode of relations that European states are expected to
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maintain with their neighbours. For its part, this thesis focused on the nexus between
identity politics and regionalism in the Balkans seeks to link more closely the debates on
regionalism and integration, on one hand, and the role of norms and identities, on the
other, which all occupy a central place in the IR discipline. By exploring the relationship
between Balkan regional cooperation and ‘Europeanisation’, the thesis is of relevance to
the sub-discipline of European Studies. It also takes a closer look at the ways in which
‘Europe’, that is the EU, exports its model of interstate politics to its fringes by relying on
both tit-for-tat conditionality and projections of norms of ‘Europeanness’. Hence, the
study adds to the debate between sociological and rational-choice institutionalists in the

study of the EU.*

IV. Hypotheses, definitions and methodology
The distinction between various types of multilateral action allows us to generate a set of
hypotheses on the interplay between the three master factors across issue-areas and
cooperation formats (regional vs. less-than-regional). The most significant prediction 1s
that regional identity politics is likely to come to the fore when an institution or scheme
has a regional outreach and is high in the scale of importance. While the forces of
interdependence catalyse and drive cooperation on technical matters and amongst smaller
groups of states, truly regional initiatives are expected depend on the actions of external
sponsors like the EU, NATO, the IFIs, and the US as well as on the norms of
appropriateness manifest in the process of ‘rebranding’ the Balkans into South East
Europe. While it is difficult to tell the threshold where a technical issue graduates into a

politicised one, one straightforward indicator is, nonetheless, the type of agency involved

0 There is a tremendous volume of theoretical literature on each of those debates. Relevant work is
referenced in the chapters that follow the introduction.
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in the process. As the empirical chapters show, technical cooperation occurs typically at
the level of sectoral ministries and specialised executive bodies, while strategic issues are
dealt by foreign ministers and heads of states and government. Table 1.2 summarises the
research hypotheses, the dominant factors in each issue-area/cooperation format

presented in italics.

Table 1.2 Balkan regional cooperation: factors and outcomes

Issue type/Cooperation format Less-than-regional Regional
Technical Interdependence External push
External push Interdependence
Strategic External push Identity politics
Interdependence External push

The above exercise in disaggregating political outcomes testifies to the power and
value of conceptual clarity. It is of utmost importance to unpack the notion of regional
cooperation and pinpoint some of its features. The study defines the latter phenomenon as
multilateral cooperation occurring within a geographically specific setting. Multilateral
cooperation denotes a process whereby three or more states adjust their behaviour in a
coordinated way to achieve certain shared objectives.*' The particular outcomes of the
process are rather diverse and multifaceted. They include legal agreements on issues of
common interest, institutional arrangements to integrate markets, develop coordinated
policies in specific sectors, denser clusters of formal and informal rules creating stable
mutual expectations in given policy sectors (regimes),42 common positions on particular

political and security questions, joint economic and functional projects. In order for the

I This definition draws on Robert Keohane and Robert Axelrod, ‘Achieving Cooperation Under Anarchy:
Strategies and Institutions’ in David Baldwin (ed.), Neorealism and Neoliberalism, New York: Columbia
UP, 1993, p. 85.

* Following the definition proposed by Stephen Krasner, ‘Structural Causes and Regime Consequences:
Regimes as Intervening Variables,’ in Stephen Krasner (ed.), /nfernational Regimes, Ithaca, N.Y.: Cornell
UP, 1983, p. 2.
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cooperative process to qualify as regional, all participating states should belong to the
same geopolitical area, however vaguely defined and politically contested its borders.
The thesis takes Balkan states as its primary units of analysis. This reflects the
fact that, for the most part, regional cooperation has been a state-centric and top-down
enterprise. This is not to deny that interactions at various substate levels constitute an
important part of the overall process of regionalisation (and indeed region-building
meaning the constructing of a new sense of regional ‘we-ness’) as hypothesised by the
liberal approaches to regionalism. One could explore, for instance, the civil-society
networks spreading across South East Europe since the mid-1990s. Their growth fuelled
chiefly by outside donor money has been in stark contrast with the low levels of regional
trade and investment throughout the period covered by the study. The expansion of civil-
society linkages has been more than matched by the exponential growth of networks of
criminal syndicates traversing state and ethnic borders within South East Europe.43 The
greater degree of interconnectedness in the Balkans relative to the time of the Cold War
has many faces, some of them far less savory than others. Societal actors and linkages,
however, come into the spotlight of the study only when they have consequences for
interstate-level politics. One should not lose sight of the essentially intergovernmental
character of the process. As the subsequent chapters will show, the main protagonists
have been chiefly national leaders and governmental agencies interacting with their
counterparts in the region. Bottom-up input has been, on the whole, rare. In a number of
countries, domestic lobbies have tried to block the liberalisation of trade regimes, but

could do little to undo or alter intergovernmental bargains. This is not to suggest that

* On transnational civil society in wider South East Europe, see Dimitris Sotiropoulos, “NGOs and Civic
Initiatives in the Balkans: Towards a Transnational Civil Society?,’paper presented at the conference
Transnationalism in the Balkans: The Emergence, Nature and Impact of Cross-national Linkages, London
School of Economics, 26-27 November 2004,
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domestic politics did not matter. On the contrary, the trajectory of the process varied
greatly depending, for example, on whether Serbia and Croatia were still under the
nationalist regimes of Slobodan Milosevi¢ and Franjo Tudjman or reformist parties had
taken up the lead. However, external constraints have given local politicians and parties
little leeway. Carrot-and-stick conditionalities employed by actors like EU and NATO
targeting national governments have pushed the cooperation agenda ahead. For the most
part, regional cooperation has been an externally-driven and state-centred enterprise.

The dissertation approaches its subject through cross-sector comparison. To
answer the question of what drives regional cooperation in the Balkans, it investigates
different spheres of intergovernmental activity like functional cooperation (comprising
i1ssue-areas such as trade, infrastructure development, transport, and energy), military
security and justice and home affairs, multilateral diplomacy. This comparative approach
allows us to assess more clearly the impact of the factors highlighted by the study:
external push, regional interdependence, and identity. This is achieved by analysing the
extent to which the dominant factor, that is external push, explains the process’
development in the respective sector judged against the ideal-type outcomes one could
expect to come across. Variations in the outcome are linked with variable combinations
of the three main factors.

Given the research questions posed, this approach is considered analytically
superior to a focus on the individual regional cooperation initiatives. Typically, the
average publication on Balkan regionalism provides a list of the different cooperation
schemes focusing on their development, membership and institutional mechanisms. On
the basis of these formal criteria as well as performance, the authors identify strengths

and weaknesses. By contrast, this thesis does not contain separate chapters dealing with
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the Stability Pact, the South East European Cooperation Process (SEECP), the South East
European Cooperative Initiative (SECI) and so forth. Parts of those schemes are analysed
in different sections of the study depending on the issue at hand, while an outline
containing the basic information on them is included as an appendix. As the empirical
chapters concentrate, to the extent this is viable, on the period between 1995 and 2003,
the thesis does not present in full detail the historical precedents of current regional
cooperation arrangements operating in South East Europe as found in other studies.
Instead, it traces the processes and their outcomes within a given timeframe in order to
establish links with the three key factors. The empirical sector studies are preceded by
chapters focusing on the three main factors, or, in social scientific language, the three
independent variables. As these chapters explore more long-standing processes and
structures, they tend to go further back in time than the mid-1990s.

The study is based on a range of primary sources. It uses the official statements,
declarations and joint communiqués adopted at various Balkan multilateral fora. Another
important source is most certainly the official publications of international bodies
involved in the process under investigation, such as the European Commission’s annual
reports on the countries of South East Europe starting from 1999 in the case of Bulgaria
and Romania, and from 2002 in the case of the Western Balkans. The dissertation also
draws on different relevant unofficial sources, including newspaper articles, electronic
publications, and newswires. It makes use of publications, both official and unofficial, in
some of the Balkan languages. Apart from the textual data, the thesis benefits from
interviews conducted with policymakers, diplomats, academics, and journalists engaged
in or studying the process of regional cooperation. These were carried out in the period

2002-04. The study also uses data collected during previous research projects, notably the
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Public Agenda Survey published by the International IDEA institute. In addition, the
study uses quantitative data -- e.g. statistics on trade and donor funds allocated to regional
projects -- mostly relying on secondary sources (existing analyses on regional
cooperation) but also some primary materials such as the reports released by the Stability
Pact for South East Europe.
IV. Overview of the thesis

The study is split into two parts presenting respectively the three main factors and the
sector case-studies. Chapter Il examines the ‘inside-out’ aspects of cooperation. It
surveys the levels of regional interdependence in South East Europe across a number of
sectors and issues: ‘hard’ and ‘soft’ security, economic relations, and spatial
interconnectedness. While the negligible volumes of exchange in goods, capital and
services disqualifies the Balkans from being considered a single region in the economic
sense, factors such as the interwoven politics and security relations present a much more
coherent picture. However, the chapter demonstrates that interdependence has variable
significance for the different Balkan countries. Chapter III looks at the outside actors’
strategies for promoting regional cooperation in South East Europe. It examines the role
played by the US following the Dayton peace accords in terms of initiating regional
mechanisms geared towards various functional issues. The chapter also traces the
evolution of the EU’s approach in the Balkans: from the Regional Approach and the
Royaumont Scheme through the Stability Pact to the Stabilisation and Association
Process for the Western Balkans. It moreover deals with NATO’s strategy in the context
of the Partnership for Peace (PfP) initiative. The focus of Chapter IV is the identity

structures underpinning regional cooperation. It argues that the notion of Europe is the
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common denominator in all national narratives in the region and is, therefore, constitutive
of a specific regional identity. The chapter then discusses the ways in which the norms of
regional cooperation have been constructed and projected by the Western institutions
towards the Balkans.

Chapter V presents the first sectoral study concentrating on functional
cooperation. The main sectors that fall in its scope include trade, transport infrastructure,
energy, and the environment. Security is the subject of Chapter VI. It deals with
arrangements and initiatives such as the South East Defence Ministerial (SEDM) and the
Multinational Peace Force for South East Europe (MPFSEE), the Working Table on
Security within the Stability Pact, and the security components within the SAP and SECI.
Chapter VII focuses on multilateral political cooperation. It looks at the origins and
development of the pan-Balkan summits at ministerial and heads-of-state level since
1996. The chapter also deals with the trilateral and quadrilateral political initiatives in
South East Europe, as well as the high-profile summits in the context of the EU-launched
Stabilisation and Association Process for the Western Balkans (SAP). Finally, Chapter

VIII revisits the main argument of the thesis to offer some conclusions.
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PART ONE

FACTORS DRIVING REGIONAL COOPERATION

IN SOUTH EAST EUROPE

Chapter 11

All in the Same Boat?:

Interdependence in South East Europe

Arguments about interdependence are at the heart of any discussion of regional-scale
politics. When the states within a distinctive regional setting interact in a cooperative or
competitive mode, they do so with a reference to issues of shared interest and concern.
The latter might originate from outside the geographical perimeter the actors inhabit, but
more often they proceed from the region itself and reflect the fact that proximate states
and societies find themselves ‘in the same boat’, figuratively speaking, when it comes to
their security, politics, and economies. To Joseph Nye, a region is a ‘limited number of
states linked together by a geographical relationship and by a degree of mutual
interdependence.”** However, one what do we mean by interdependence, how does it
relate to geography and regionalism? The following chapter addresses the above
questions in relation to South East Europe. In doing so, it also explores character and

intensity of the intra-Balkan demand for regional schemes and policies in the 1990s. The

*“ Joseph Nye, International Regionalism, Boston: Little, Brown & Co, 1968, p. vii.
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chapter ends with a set of hypotheses on the outcomes regional interdependence
conditions in terms of membership and depth of Balkan cooperation initiatives and

institutions, if granted an explanatory role.

I. The concept of interdependence
Although the concept of interdependence was originally developed to describe the dense
web of economic and societal linkages operating at the global level, it is clear that it
could be modified to embrace the political and security aspects of interstate relations
within a particular geographical perimeter as well. One has to draw a distinction between
the regional and the global level of interdependence, a focal point in the ongoing debates
on globalisation, but one could also safely assume that global interdependence is likely to
have amplified effects regionally.* Still, the very notion of regional interdependence also
raises certain questions of scope and definition. Interdependence is a more multilayered
concept that goes beyond the transnational flows of goods, people, capital and
information that Robert Keohane and Joseph Nye had in mind back in the 1970s when
researching the impact of ‘low political’ issues on ‘high politics’. % “Being in the same
boat’ is not interchangeable with interdependence as posited by transnationalists in the
1970s. It is well compatible with the ‘billiard-ball’ description of interstate politics

embraced by realists of different colours.

Even if we assume that states are unitary actors whose behaviour is shaped by

power correlations or national egotism and not by societal and transnational interests,

“For a discussion about the dynamic relationship between the global and regional level of interdependence,
see Andrew Hurrell, ‘Regionalism in a Theoretical Perspective’ in Louise Fawcett and Andrew Hurrell
(eds.), Regionalism in World Politics, Oxford: Oxford UP, pp. 54-8; also Louise Fawcett and Andrew
Hurrell, ‘Conclusion: Regionalism and International Order,” in Fawcett and Hurrell, op. cit, pp. 309-29.

% Robert Keohane and Joseph Nye, Transnational Relations and World Politics, Cambridge MA: Harvard
UP, 1972; Power and Interdependence: World Politics in Transition, Boston: Little, Brown, 1977.
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they are still bound by their geography. Neighbouring states find themselves dependent
on one another for their security. To push that point further, interlocking security
dilemmas within a given spatial continuum are constitutive of ‘regionness.” This view
draws on Barry Buzan’s study of regional security complexes. According to Buzan, a
security complex is ‘a group of states whose primary security concerns link together
sufficiently closely that their security interests cannot realistically be considered apart
from one another.”*’ He offers the example of South Asia emerging as a security
complex after 1947 with the establishment of India and Pakistan.*® As their security
relations have been informed by a particular power political dynamic for historical but
also geographical reasons, those countries form an interdependent whole. The same
argument could be applied to the Balkans after the mid-19" century when nation-states
emerged one after another to form a subsystem within the wider European mosaic.
Ultimately, realists -- at least those sympathetic to Buzan’s region-centred approach --
pay attention to the interplay of space and material interconnectedness.*’ Thus, this body

of scholarship is instrumental for broadening the conceptual scope of interdependence.

The concept of interdependence (and, one may add, regionalism), however, comes
with its theoretical baggage. Following Keohane and Nye, the IR literature commonly
associates it with economic and societal interconnectedness. Buzan’s security-complex
approach could be contrasted with studies of regional politics highlighting functional,

bottom-up aspects of interdependence. In this view, denser economic and societal ties

7 Barry Buzan, People, States and Fear: The National Security Problem in International Relations, Second
Edition, Brighton: Wheatsheaf Books, 1983, p. 190. For an update, see Barry Buzan, Ole Wacever and Jaap
de Wilde, The New Security Studies: A Framework for Analysis, Boulder CO: Lynne Rienner, 1998, pp. 15-
9.

*® Buzan, People States and Fear, p. 205.

“ To do justice to Buzan et al, one should note that his notion of security complexes is not marked by crude
materialism. On the contrary, they concede that patterns of ‘amity and enmity’ are equally determined by
shared geography and historical legacies. Regional complexes, therefore, have both material and ideational
dimension. See Barry Buzan and Ole Waever, Regions and Powers: The Structure of International
Security, Cambridge: Cambridge UP, 2003.

42



within a region, though undermining the individual states’ ability to exert control over
their internal and external affairs, also creates opportunities for collective gains and
demand for cooperation. Functional interconnectedness, therefore, is likely to result in the
buildup of institutions at the regional level tasked with managing cross-border flows and

the externalities associated with the latter.

The ever-growing literature on regional integration puts a great deal of emphasis
on this functional dimension of interdependence. ° For instance, the field of EC/EU
studies owes much to the neofunctionalist school exploring the dynamic two-way
relationship between supranational institutions and various domestic and transnational
economic actors in post-1945 Western Europe.”’ In the neofunctalist conceptualisation,
interdependence 1s both an initial condition and a process outcome, which almost
automatically becomes a cause in its own right. The intergovermnentalist approach to the
study of EU, particularly in its most recent version expounded by Andrew Moravcsik,
likewise ascribes bottom-up functional interdependence a causal role, although it is much
more emphatic on the governments’ role as gatekeepers in the process.”> On the whole,
theories emphasising state agency and therefore the supply of cooperation look at how
national governments seek to manage economic, social and environmental
interdependence through setting and/or adhering to already established institutions, that is
formalised sets of rules and decision-making mechanisms. States are motivated to follow
such a course by the material benefits offered by the continuous cooperation sustained by

those institutions. Clearly, regional functional interdependence per se, regardless of

0 Walter Mattli, The Logic of Regional Integration: Europe and Beyond, Cambridge: Cambridge UP, 1999,
> For a classical statement of neofunctionalist theory, see Ernst Haas, The Uniting of Europe: Political,
Social, and Economical Forces, 1950-1957, London: Stevens, 1958. For a contemporary update of Haas’
ideas, see Alec Stone Sweet and Wayne Sandholtz (eds.), European Integration and Supranational
Governance, Oxford: Oxford UP, 1998.

2 Andrew Moravcsik, The Choice for Europe: Social Purpose and State Power from Messina (o
Maastricht, London: UCL Press, 1998.
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whether it proceeds from or, on the contrary, predates the institutions in question, offers
stimuli for the respective states to cooperate regionally in order to maximise payoffs.
What theorists disagree is not whether functional interdependence matters or not, but how
exactly it affects integrative outcomes: through state strategic behaviour or via the impact
of supranational institutions and societal actors. Table 2.1 maps the different meanings of

(/ato sensu) interdependence and the corresponding theoretical traditions.

Table 2.1: Types of interdependence

Issue-areas/Levels of Analysis Regional Global
Economics, development, the Regional functional Global functional
environment (literature on EC/EU) (Keohane and Nye 1972, 1977,

literature on globalisation)

*High politics’, security Regional security (Buzan) Global security (neorealism™)

Regional functional interdependence is important because studies on regional
arrangements, in Europe and beyond, tend to single it out as a default factor, regardless of
the particular circumstances. At a closer glance, even systemic-level theories concede to
that. Neorealists may argue that external hegemonic pressures or global power
configurations account for the emergence of the EC/EU or MERCOSUR, but they cannot
deny that once in place those bodies move according to their own internal logic.
Similarly, the students of global functional interdependence are comfortable with the
observation that economic globalisation often moves at a faster pace regionally,

irrespective of the regionalism-vs-globalism debate.

* For a brief overview of neorealist theory, see the following chapter.
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The hypothesis that regionalism is, at least in part, an outcome of interdependence
warrants the concept’s application to the study of Balkan cooperation. [ts relevance,
however, 1s far from obvious. Looking at the period covered by this study, one can see
that the levels of functional interdependence were comparatively insignificant. In an 2001
piece, the Serbian political scientist Predrag Simi¢ famously asked whether the Balkans
exist at all. His answer was that the minimal economic links dating back to the period of
the Cold War disqualify South East Europe from being a proper region, except in the
purely geographical sense.”® Yugoslav wars led to further fragmentation of the economic
space as the new political and tariff barriers along the regime of sanctions against rump
Yugoslavia obstructed the circulation of goods and people within the region. Milica
Uvali¢ contends that even prior to the conflict there was a tendency of decrease in trade
among the republics of former Yugoslavia, the most integrated area within the Balkans.”
Functional interdependence could be viewed as the desired outcome of Balkan
cooperation, rather than an initial condition for it.

Yet functional interdependence has both positive and negative aspects. The latter
relate to the adverse effects that processes within the territory of one state have an
adverse effect over its neighbours. This is illustrated, for instance, by environmental
crises that, though originating in a particular country, have wider regional impact. Thus,
in February 2000, a spillage of cyanide from a Romanian into the river Tisza plant posed
a serious threat to both Hungary and Yugoslavia.56 Similarly, the Yugoslav wars of

succession in the 1990s had direct negative consequences on the economies of a range of

* Predrag Simi¢, ‘Do the Balkans Exist?’ in Dimitris Triantaphyllou (ed.), *The Southern Balkans:
Perspectives from the Region,” Chaillot Paper 46, Paris: European Institute for Security Studies, 2001, pp.
17-35.

* Milica Uvali¢, *Regional Co-operation in Southeast Europe,” Journal of Southeast European and Black
Sea Studies, 1 (1), 2001, pp. 55-75.

* BBC News, 11 February 2000.
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neighbouring states, not least because of the deteriorated access to the Western European
markets. Although, the Balkans may not be an integrated economic region, this does not
necessarily mean that the condition of functional interderdependence is a priori excluded.
Going back to Nye’s definition of region, it is clear that spatial contiguity itself creates a
measure of interconnectedness ‘from below’.

If socio-economic linkages are played down, the cohesiveness of Balkan security
is usually taken for granted. Quasi-Buzanian arguments about South East Europe’s
‘regionness’ derived from the area’s interrelated security are popular with political
observers. Many have claimed that conflicts in South East Europe, all the way from
Bosnia to Cyprus, are or could form an interlocking whole due to factors as shared
history, geographical closeness, and interrelated politics. In the 1990s, during the wars in
Bosnia and Kosovo, this view fuelled different domino scenarios about the spillover of
violence into neighbouring countries. More recently, attention has shifted to threats like
transnational organised crime, which among other things again emphasised the impact of
shared geography in the region. In sum, the question of whether the Balkans form a
coherent region with its distinctive security physiognomy has been invariably answered
positively.

Taking into account all these debates in IR theory and the policy literature, the
following sections survey the extent of regional interdependence in South East Europe
during the 1990s, when most cooperation initiatives got off the ground. In doing so, they
look consectutively at both the functional and the security aspects of interdependence and
studies the nature of economic links but also the patterns of security relations in the

Balkans.
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I1. Functional aspects of Balkan interdependence

The history of economic fragmentation

Speaking about region-scale economic or functional interdependence in the Balkans in
the 1990s would be far off the mark. The low levels of integration were largely a product
of the region’s history. As noted by Simi¢ and Uvali¢, the difference in domestic regimes
and foreign policy orientation during the Cold War period led to markedly different
economic arrangements across South East Europe. Bulgaria and Romania pursued
Soviet-style development policies based on central planning, massive industrialisation,
and collectivised agriculture. Yugoslavia steered its own course under the doctrine of
self-management combining elements of central planning and market principles.
Particularly after the mid-1960s, self-management allowed a relative degree of autonomy
to individual enterprises enabling them to establish trade contacts within the country and
abroad, as well as to borrow funds from the West. Importantly, in 1953, the Yugoslav
communists decided to reverse the process of land collectivisation, well underway since
the late 1940s. By contrast, the other Balkan outcast from the Soviet camp, Albania
stayed faithful to the Stalinist economic model. Unlike Bulgaria and Romania, however,
Albania could not rely on Soviet resources to back up its industrialisation programme and
lagged behind the rest of the region. Although adhering to the precepts of the market,
Greece and Turkey had, all the way to the 1980s, heavily statist economies characterised

by increased government ownership and import-substitution trade regimes. It was only
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Greece’s accession to the EC in 1981 and the liberalisation policies of Prime Minister
Turgut Ozal in Turkey that altered the established socio-economic configurations.”’

The divergent developmental paths went along with integration in different
economic blocs. Albania, Romania and Bulgaria became founding members of the
COMECON. Greece and Turkey were recipients of aid under the Marshall Plan and were
granted associate membership in the EC in 1963 and 1964 respectively. Yugoslavia
pursued links with the East and the West. Blocs did not necessarily contribute to the
deepening of economic links in the reigon. Albania left COMECON in 1962 and after the
mid-1960s Romania sought to minimise its dependence on the Soviet Union. It stayed
outside the COMECON specialisation plans, and reoriented its trade relations towards the
non-communist world. The country was granted Most-Favoured Nation status by the US,
while EC accounted for nearly one fifth of its overall trade in the 1970s and 1980s. Both
Romania and Yugoslavia concluded preferential trade agreements with the EC in 1980.
Meanwhile, Albania maintained few links with the outside world, building up an autarkic
economic system with the help of its ally China.

The diverse foreign economic relations impacted the patterns of trade within
South East Europe. All through the Cold War period, the volume of flows remained low.
To put things in context, in 1989 Romania and Yugoslavia accounted for mere 13.4 per
cent of Bulgaria’s overall trade volume. Moreover, in some cases trade volumes
decreased over time. When Greece joined the EC its exchange with neighbouring
Yugoslavia dwindled. In the 1980s, even intra-Yugoslav trade decreased, with some
republics like Slovenia concentrating on hard-currency exports to the EC. Weak

economic ties were further hampered by inadequate infrastructure: Albania’s borders

*" On Greece, see George Pagoulatos, Greece's New Political Economy: State, Finance and Growth from
Postwar to EMU, Basingstoke: Palgrave Macmillan, 2003. On Turkey, see Ziya Onis, State and Market:
the Political Economy of Turkey in Comparative Perspective, Istanbul: Bogazici University, 1999.
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were virtually sealed off, there was only one bridge linking Bulgaria and Romania across
the Danube, only one crossing point operated between Greece and Bulgaria until 1989.
The 1980s ushered in a grave crisis in all socialist countries of Eastern Europe and
the Balkans were not spared. Yugoslavia, burdened by excessive debt funneled down the
multiple levels of autonomous republican bureaucracies, experienced sharp economic
decline. Negative growth, high inflation, and unemployment made Yugoslavia prime
target of the IMF austerity programmes.”® The growing trade deficits with the West and
the oil shocks of the 1970s led to serious increase of Romanian debt too. In response,
Ceausescu embarked in the 1980s on drastic consumption-curbing measures aimed at
debt repayment. The cut-down of imports all but destroyed population’s living standards,
while the newly-imposed autarky deprived Romania from modern technology and did not
lead to increasing productivity and export quality. As a result, Romania plunged into
deep socio-economic crisis. In contrast with Yugoslavia, Bulgaria and Romania also
experienced major difficulties in the agricultural sector. Collectivised farming hampered
output, while the processes of urbanisation led to labour shortages in rural areas. In the
late 1980s, the problem was exacerbated by both states’ repressive policies towards their
national minorities, major parts of which inhabited in the countryside. The inefficient and
resource-consuming heavy industries developed in the 1960s and 1970s soon proved a
liability too. In the case of Bulgaria, Gorbachev’s decision to cut the supply of
underpriced Soviet oil to its satellite dried off the most important source of hard currency:
the reexport of energy resources. Similarly, Albania’s parting ways with its only patron,
following the Chinese communists’ shift to market liberalism in 1977-78, had very

adverse effects on the country’s feeble economy. In the 1980s, 60 per cent of the

% On the issue, see Susan Woodward, Balkan Tragedy: Chaos and Dissolution afier the Cold War,
Washington DC: Brookings Institution, 1995.
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Albanians still lived off the land, while the percentage of rural population in Yugoslavia
and Bulgaria was respectively 34 and 25 per cent. All in all, the collapse of the socialist
developmental model throughout Eastern Europe was particularly pronounced in the

Balkans, regardless of the different paths pursued since the 1950s.

The economic crisis of the 1990s
The 1990s transitions put post-communist Balkans economies under great strain. Besides
adverse initial conditions, this was caused by factors such as the external economic
shocks, the impact of wars, and the continuous failure to carry out the badly needed
structural reforms. The demise of the socialist bloc disrupted trade in Eastern Europe.
Bulgaria suffered the most as nearly two-thirds of its trade took place within
COMECON. For their part, the Yugoslav wars pushed the successor republics into a new
cycle of crisis. Bosnia-Herzegovina’s industry was all but destroyed during the hostilities.
Before the war large chunks of it catered for the needs of the Yugoslav army, which was
long gone. Serbia’s economy was strangled by years of record inflation and international
sanctions. The country’s survival hinged on the well-functioning agricultural sector and
the substantial remittances from the diaspora. Cut off from its markets in former
Yugoslavia, numerous Macedonian industries were hurt while nearly 40 per cent of the
active population became unemployed. The economic sanctions introduced by Greece in
1994 added further difficulties to the already embattled economy.

The wars and international sanctions blocked some important routes linking
Bulgaria, Turkey and Greece to Western Europe. In addition, it stemmed the exchange of
goods -- not counting the smuggling of embargo commodities like oil and the grey sector

in general -- between Serbia, and Bulgaria and Romania. Sofia and Bucharest officially
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claimed billions of dollars worth of losses incurred as a consequence of the UN sanctions.
The instability in the region caused by the wars figured high amongst the reasons why
investors stayed away from the Balkans well into the 1990s. Indeed, the levels of FDI in
the region were just a fraction from the money flowing into Hungary, the Czech
Republic, and Poland at the time.””

What depressed the region’s economies even further was the slow pace of
marketisation. Unlike Central Europe, post-communist Balkan countries saw were half-
hearted and slow market reforms. Despite the progress achieved in the early 1990s in
term of allowing private businesses to operate freely, relaxing foreign trade and
investment regimes, liberalising prices, and initiating privatisation, by the middle of the
decade the momentum was lost. Dominated by the former communist parties up to 1996-
97, Bulgaria and Romania were hesitant to stop subsidising their mastodont loss-making
enterprises, to curb inflation and reduce the government intervention in the economy.
Political interference into the banking sector and irresponsible macroeconomic policies
pushed Bulgaria into the abyss during the winter of 1996-97, with inflation reaching 300
per cent in January. Figure 2.1 illustrates the overall economic slump experienced in the

1990s.

59 Yannis Rizopoulos, ‘Foreign Direct Investment and Western Firms’ Internationalisation Strategies in the
Balkan Countries,” in George Petrakos and Stojan Totev (eds.), The Development of the Balkan Region,
Aldershot: Ashgate, 2001, pp. 75-111.
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Agreements in 1993, If in 1989 29 per cent of Romanian exports went to the EU, in 1994
the respective figure stood at 45.9 per cent.”” A similar process was underway for
previously isolationist Albania, which by the mid-1990s already traded heavily with
Greece and Italy. Likewise, Turkey established in 1995 a customs union with the EU,
which provided a major push for bilateral exchange.’’

At the same time, the expanding economic relations with the EU partly
contributed to the intensification of functional ties inside South East Europe too. Greece’s
enhanced role as a trade partner and source of FDI for Albania, but even more
importantly for Bulgaria and, to some degree, Romania suggested that economic
exchanges between the countries on the two sides of the former Cold War divide in the
Balkans were growing.®” This was also illustrated by Turkey’s growing trade with the
above three post-communist countries.”’ Despite the impact of the conflicts, by the mid-
1990s something similar was happening in the post-Yugoslav space. Countries like
Bosnia-Herzegovina and Macedonia preserved their economic connections with
neighbouring Croatia and rump Yugoslavia (see the appendix to this chapter). In the case
of Bosnia, this was partly a result of the close links between local Serbs and Croats and
their kin states across the border. As illustrated by the trade relationship between rump
Yugoslavia and Macedonia, other important factors were the persistence of old networks

and the mere absence of alternative markets. One has also to bear in mind that in the

% George Petrakos and Stoyan Totev, ‘Economic Structure and Change in the Balkan Region. Implications
for Integration, Transition and Economic Co-operation’, paper presented at the conference ‘European
Space and Territorial Integration Alternatives,” Thessaloniki, 16-18 October 1998, p. 18.

' The customs union also played a momentous role for liberalising Turkey’s economic governance,
comparable to the reforms of the 1980s.

52 Albania’s exports/imports to and from Greece increased from 3 % / 7.2 % in 1994 to 10.4 %/24.3 % in
1994. The same figures for Bulgaria were 1.3 %, /0.4 % (1989) and 7.8 %/ 4.8 % (1994).

 Turkey’s trade with Albania, Bosnia, Bulgaria, Romania, Macedonia, Greece and FR Yugoslavia
increased from 900 million USD in 1992 to 1.75 billion USD in 1995. The latter figure accounted for 3% of
the country’s overall trade. The bulk of economic exchange took place with Bulgaria, Romania and
Macedonia. Oxford Analytica, ‘Turkey: Balkan Strategy,” OA Daily Brief, 16 April 1998.

53






and Bulgaria, Macedonia with rump Yugoslavia and so forth (see the appendix to this
chapter). By the end of the 1990s, trade amongst the seven Balkan post-communist states
(SEE-7) accounted for as little as 13-14 per cent of their total turnover.”® What was also
striking was that out of the SEE-7 intra-regional trade was relatively more important for
the post-Yugoslav republics than for Albania, Romania and Bulgaria. Despite the violent
conflict, Croatia, Macedonia and especially Bosnia-Herzegovina and Yugoslavia
continued trading with the other parts of the former federation.”” In 1998, Bosnian trade
with its neighbours surpassed, both in terms of imports and exports, that with the EU. The
same was true about Yugoslav exports in the same year, though not about the imports
where the EU was far ahead.*®

Aside from the history of poor political relations and the pull of external markets,
low levels integration had its roots in domestic economies. Excluding Greece and Turkey,
Balkan economies were characterised by similar product structures with agriculture,
textiles and raw materials heavily represented on the export side. The level of services as
part of GDP was everywhere low.”” Coupled with the economic difficulties, the lack of
complementarity emerged as a structural obstacle for the increase of regional exchanges.
The different pace of structural reforms was yet another handicap. While countries like
Bulgaria and Macedonia liberalised relatively quickly their foreign trade regimes,

Yugoslavia and Albania were trailing behind. The closer economic relationship of

% World Bank, ‘The Road to Stability and Prosperity in South Eastern Europe,” Washington DC, March
2000.

®7 Uvali¢, ‘Regional Cooperation,” p. 63. Of course, politics had a lasting impact on economics too.
Yugoslavia's trade with Croatia was negligible.

% Vladimir Gligorov, ‘Trade and Investment in the Balkans’ in Vladimir Gligorov and Hermine Vidovi¢
(eds.), ‘On the Way to Normality: the States on the Territory of Former Yugoslavia in the Postwar Period’
WIIW Paper no 250, Vienna:Vienna Institute for International Economics, 1998. Further in Chapter V.

09 George Petrakos and Stoyan Totev, ‘Economic Structure and Change in the Balkan Region,” 1998, p. 5.
Also in Petrakos and Totev, ‘Economic Structure and Change in the Balkan Region: Implications for
Integration, Transition and Economic Cooperation,” /nternational Journal of Urban and Regional
Research, 24 (1), 2000, pp. 95-113.
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Romania and Bulgaria with the EU sanctioned by the Europe Agreements (1993) and
their accession to the World Trade Organisation (WTQO) gave a further push for reforms,
which in turn widened trade-regime gap with some of their neighbours in what was to
become by the end of the 1990s the Western Balkans.

All in all, in the 1990s South East Europe saw much more economic
compartmentalisation than integration. This was especially true for the SEE-7 group,
although it was still the case that trade patterns within former Yugoslavia were more
favourable and both Greece and Turkey developed significant trade and investment ties
with their post-communist neighbours in the Balkans. One could not, therefore, expect to
see bottom-up impulses for enhanced multilateral cooperation. At the same time, growing
bilateral exchanges did present, other things being equal, a strong motive for
policymakers to promote them further in order to reap the benefits. That said, the EU pull
remained the common denominator for all the states in wider South East Europe. By the
mid-1990s when regional cooperation came into the Balkan agenda, most of the local
states’ trade was conducted with outside partners such as Germany, Italy, Austria, and
Russia (primary source of oil and gas). The Balkan states had a stronger incentive to
deepen functional ties with the latter, rather than pursue institutionalised multilateral

arrangements at the regional level.

Synergies between functional interdependence and EU integration:

the case of transport and energy infrastructure

The pull of the EU, however, created incentives for cooperation in specific sectors like
transport infrastructure, rather than all-out integration based on trade. Assuming that the

key economic interest of all local states was to have access to the EU markets, this

highlighted the importance of routes to Western Europe passing through their neighbours.
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Distanced more than 1000 kilometers from their core EU partners all Balkan economies
suffered by the increased transportation costs.”” The appearance of new borders in the
wake of the Yugoslav conflict 1991-95 exacerbated the problem, insofar as they
introduced further barriers for the westward movement of goods and people from the
region. If before 1991 Bulgarian, Turkish and Greek lorry drivers had to cross only one
or two borders on the way to Italy or Austria, with the disintegration of Yugoslavia this
number had risen threefold. Even without taking into account the effect of armed
conflicts and political tensions, this development alone affected very negatively the
transportation across the region. As a rule, border crossings bottlenecked regional traffic
due to the inadequate facilities and infrastructure, the poor professional standards as well
as the spread of corruption. One should also note that the steep economic decline
seriously hampered the ability of governments to maintain key road infrastructure located
within the territory of their countries.

The Yugoslav wars brought to the fore some important aspects of regional
interdependence. Bulgaria, Greece and Turkey, to a lesser degree Albania and Romania,
were dependent on the routes going in the northern and the northeastern direction, which
passed through the territory of former Yugoslavia. Greece was keen on the transportation
corridor following the valleys of the Vardar and Morava rivers, which linked Athens and
Thessaloniki with Skopje, Belgrade, Budapest, Zagreb and Ljubljana. Parts of the route
were covered by the ‘Brotherhood and Unity’ motorway and by a strategically important
railroad, yet the war in Croatia (1991-95) as well as the squabbles over Macedonia
culminating in the Greek embargo of 1994-95 all but blocked this vital transportation

artery. Bulgaria and Turkey were too affected by the conflict as their main connection to

70 George Petrakos, ‘The Balkans in the New European Economic Space, Problems of Adjustment and
Policies of Development,” Eastern European Economics, 40 (4), July—August 2002, pp. 6-30.
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Western Europe followed the Istanbul-Sofia-Nis-Belgrade line. Finally, navigation on the
Danube, critically important for Bulgaria and Romania, suffered because of the sanctions
against Belgrade.”'

The blockage of key routes towards the northwest in the first half of the 1990s
pushed for reorientation of transport along the east-west axis. Many Turkish
Gastarbeiters chose to travel by boat to Italy instead of crossing rump Yugoslavia en
route to Austria, Germany and the Netherlands. The line between the Greek lonian port
of Igroumenitsa and Italy also picked up in importance. Greece was likewise interested in
linking its electricity transmission grid to the one in the Italian province of Puglia as the
default connection through Serbia was lost in the 1990s. Once Thessaloniki was closed
for Macedonian firms, the latter had to rely on Albanian and especially Bulgarian ports
like Durrés on the Adriatic and Burgas on the Black Sea. Similarly, Bosnia-
Herzegovina’s economic relations depended heavily on its access to the Croatian port of
Plo¢e, which was blocked during the war.

The problem with the shift from the north-south to the east-west route, however,
was underdeveloped infrastructure. Neither the Albanian nor the Greek ports on the
Adriatic and Ionian Sea were connected with highways and railroads to major cities in the
Balkans. This issue was particularly acute in Albania whose road and railway
infrastructure was less developed compared to that of its neighbours. In the mid-1990s,
that deficiency prompted a number of intergovernmental initiatives for infrastructure
development, notably the Greek Egnatia scheme and the Bulgarian-Macedonian-

Albanian plans regarding the so-called Corridor VIII backed by the US and Italy (see

" After the UN imposed a ban on all shipments through rump Yugoslavia in April 1993, Bulgaria claimed
that the cost of the Yugoslav sanctions on its economy amounted to some 1.2 billion dollars.
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Chapter V). The Balkans were in a serious need of better transport infrastructure to
compensate for the existing gaps.””

The 1999 conflict in Kosovo culminating in the NATO bombing of Yugoslavia
led to further damage of the north-south thoroughfares. The destruction of the Danube
bridges at Novi Sad not only blocked traffic towards Hungary and Croatia, but also
obstructed the navigation through the Danube. Added to the political isolation of the
MiloSevic¢ regime, this unwelcome development created more momentum for the upgrade
of the east-west links. It also highlighted the necessity to build up alternative north-south
routes by passing Serbia, notably through linking Bulgaria and Romania by a second
bridge in the western sections of their Danube border.

The constraints posed by new borders and political instability augmented the
negative impact of unfavourable initial conditions. Not only was South East Europe more
distanced from the core of the EU than the Central European and the Baltic countries, but
on the average its transport infrastructure was relatively less developed too. Tables 2.2
and 2.3 demonstrate that even at the end of the 1990s when infrastructure projects were
already implemented in the Balkans, the region had fewer and lower-quality roads
compared to other groupings in wider Europe. The gap was less stark in railways
(Albania being an exception), which was largely a result of the transport policies

implemented by the communist governments prior to the 1990s.

2 Institute for Regional and International Studies, Regional Infrastructure Projects in South-Eastern
Europe, Sofia: IRIS, 1998.
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Table 2.2: Density and quality of roads in South East Europe (2000)

Length in km Km/1000 km2 Km per 1 million Motorways
Area Inhabitants km/1000 km
road
Albania 18,000 626 5,743 1
Bosnia-Herzegovina 21,846 427 5,493 1
Bulgaria 37,286 336 4,691 9
Croatia 28,123 497 6,419 15
Macedonia 12,522 487 6,156 11
Moldova 12,657 375 3,478 0
Romania 198,603 833 8,852 1
Yugoslavia 49,805 487 4,684 8
SEE-8 average 47,355 585 6,511 4
CEE-8 average” 122,870 1348 13,317 2
EU-S-3 average™ 284,111 1169 14,329 13
EU-N-12 average”* 258,827 1,238 9,819 13

Source: Edward Christie and Mario Holzner, ‘Infrastructural Needs and Economic Development in
Southeastern Europe. The Case of Rail and Road Transport Infrastructure,” Working Paper No. 4.3, Project
on Functional Borders and Sustainable Security: Integrating the Balkans in the EU, May 2004.

Table 2.3: Density and quality of railways in South East Europe (2001)

Lines in km Km/1000 km2 Km/ I million Double track
area Inhabitants as % of the
total
Albania 447 16 143 0
Bosnia-Herzegovina 1,032 20 260 9
Bulgaria 4,320 39 543 22
Croatia 2,727 48 622 9
Macedonia 699 27 344 0
Moldova 1,121 33 308 15
Romania 11,364 48 507 24
Yugoslavia 4,058 40 382 7
SEE-8 average 3,221 40 443 17
CEE-8 average 5,927 65 642 30
EU-S-3 average 6,353 26 320 23
EU-N-12 average 10,941 52 415 39

Source: Christie and Holzner, Infrastructural Needs and Economic Development.

7 CEE-8 are the then EU membership candidates in Central Europe and the Baltic area (Poland, Hungary,
Czech Republic, Slovakia, Lithuania, Latvia, Estonia).

™ EU-S-3 are the three southern EU members receiving cohesion funding (Spain, Portugal and Grecce).

7 EU-N-12 are the 12 northern members.
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The relative underdevelopment of transport infrastructure provided a set of
incentives the Balkan governments to negotiate common strategies and policies. That
concerned in particular the buildup of motorways where the regional demand was
relatively higher. Importantly, unlike trade where the benefits of greater integration at the
regional level were seen as marginal to the gains offered by enhanced links with the EU,
in the field of infrastructure the two priorities were more compatible. Improving road and
railway connections in South East Europe was a precondition for linking more closely the
individual countries with their key economic partners in Western Europe, yet projects
that fitted the former but not the latter priority would be of lesser interest. In essence, this
reflected a long-standing pattern whereby Balkan states’ transport connections with the
outside world were better developed compared to the ones within the region. That was
why Macedonia, for instance, had direct rail and motorway links with Hungary and Italy
but not with its neighbours Bulgaria or Albania. In other words, despite the conditions of
interdependence at the regional level, the external dimension remained paramount.

Similar to transport infrastructure, energy was another sector where external
conditions contributed to regional interdependence. The opportunities for channeling
Caspian oil to Western Europe through the Balkans created incentive for cooperation for
groups of local countries. Black Sea ports like Constanta in Romania and Burgas in
Bulgaria could solve the problem with the heavy traffic through the Bosphorus, which
was a concern for Turkey. From the Black Sea, the oil could be transported through three
alternative routes: (1) via Bulgaria, Macedonia and Albania to the Adriatic, (2) via
Bulgaria and Greece to the Aegean, (3) via Romania, Yugoslavia, Croatia, Slovenia, and
Italy to the Adriatic. For geographical closeness to pay off in the form of transborder

pipelines, one still needed massive external investment, mostly from the oil
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multinationals. However, groups of states within South East Europe were linked by their
shared interest in having access to cheap energy resources, diversifying supply,’® foreign
investment, and revenue from the transport fees. The problem was that the three routes
were seen as mutually exclusive and gave rise to as much competition as cooperation
within the region. ”’

In contrast to oil, gas infrastructure was well developed even prior to the 1990s
when substantial facilities were developed in Romania and Bulgaria for the transportation
of Russian gas. The Bulgarian network gradually expanded into neighbouring Turkey,
Greece, and Macedonia which made the country a regional hub of sorts. At the same
time, Serbia received Russian gas through Hungary too. However, in the 1990s, there
were also new opportunities for transporting Turkmen gas through Iran, Turkey and
South East Europe, which would diversify the region’s supply. In other words, there
existed a positive dynamic based on the shared interest in obtaining access to more and
cheaper gas by capitalising on geographical location.

There was an even stronger motive for cooperation in the sector of electricity
where one saw a relative complementarity between the countries of the region. Greece
and especially Turkey, the largest and most dynamic economy in wider South East
Europe, were in need of imports. There was also demand in the post-Yugoslav republics
and Albania. At the same time, Romania and Bulgaria produced more electricity than

they needed due to the high capacity developed during the socialist period and made

redundant because of the shrinkage of the industrial sector during the transition period.”®

76 That was a key interest for countries dependent on Russian oil like Bulgaria and Romania.

" lan Lesser, F. Stephen Larrabee, Michele Zanini, and Katia Vlachos, Greece's New Geopolitics,
Washington DC: Rand, 2000, pp. 93-6. More details in Chapter V.

" lan Lesser et al, Greece's New Geopolitics, p. 86.
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In sum, the transport and energy sectors demonstrated that conditions of
functional interdependence were, in fact, present in South East Europe. In addtion, the
pull of outside markets accentuated regional linkages: the states of South East Europe had
a strong incentive to cooperate in order to integrate into the EU and global economy. At
the same time, interdependence did not point at an optimal institutional format for
cooperation. Balkan states could achieve their strategic goals both trough a larger
regional body dealing with infrastructure development and through smaller coalitions

focused on specific projects.

II1. The webs of Balkan security
While economic fragmentation supported the view that South East Europe was a region
only in the geographical sense of the word, its interlocking security portrayed it as a
single geopolitical space. Indeed a great deal of the international actors’ efforts to pacify
and stabilise the Balkans by fostering regional cooperation proceeded from the idea that
the Yugoslav wars were a piece in a larger puzzle. Despite numerous caveats, in the eyes
of the 1990s policymakers and analysts, the Balkans did exist as a fully fledged regional

security complex defined by its particular history and current politics.

The legacies of conflict

The reemergence of the Balkans as a geopolitical area was linked to the idea that the end
of the Cold War resurrected many aspects of the pre-1945 status quo. Previously
submerged in the East-West division, the Balkans were now back on Europe’s political
map together with all issues of nationalism, borders and national minorities. The latter

had contributed to a lasting pattern of rivalries within the region long before the Yugoslav
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conflicts in the 1990s. The 19" and early 20" century were characterised by competition
over the spoils of the Ottoman and Habsburg Empires. During the interwar era, the split
between supporters of the status quo and revisionists was conditioned by the outstanding
disputes over territory based on ethnic and historical claims. That the conflicts were
interrelated was proven by the practices of alliance-building at the regional level.
Although backed by external powers, the Balkan Pact of 1934 signed by Greece, Turkey,
Romania and Yugoslavia was essentially a regional instrument aimed at containing the
revisionist aspirations of Bulgaria, Albania and, to a lesser degree, Italy, rather than a
figure on the continental chessboard. The Balkans were identifiable as a distinctive
region marked by its particular security dynamics.

The Cold War had a profound impact on South East Europe. It added a further
division line, that of ideology. Some states were firmly in the Soviet camp, others like
Turkey and Greece, the latter following a devastating civil war in the period 1946-49,
became part of the West, yet others like Yugoslavia steered a wholly independent course.
Global ideological power-struggles, however, meant little in the face of nationalism-
fuelled disputes. By the mid-1950s, NATO allies Greek-Turkish relations were poisoned
over the issue of Cyprus. The September 1955 pogroms leading to the extinction of the
Istanbul Greek community and Greece’s heavy-handed approach to Turks and other
Muslims on its territory meant that the honeymoon was over.” With Turkey’s 1974
invasion in Cyprus and the dispute over the Aegean continental shelf looming large in the
1970s, the Greek-Turkish conflict became a defining feature of Balkan politics. In the

early 1990s, the issue of territorial waters in the Aegean basin was added to the list of

7 The Muslim population in Greek (western) Thrace amounts to some 150 000, in total. It is predominantly
composed of ethnic Turks, but includes also Pomaks, who speak a Bulgarian dialect, and Roma (Gypsies).
While Turkey insists on the term ‘Turkish minority’, Greece has been strongly opposed arguing that the
1923 Lausanne Convention treats the Muslims as nothing else but a religious minority. See Hugh Poulton
and Suha Tadj-Faruk (eds.), Muslim Identity and the Balkan State, London: Hurst, 1997.
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clashing claims. To make matters worse, Turkey and Greece concentrated considerable
military personnel and equipment in the border areas, which made the situation even
more volatile. In the late 1960s and particularly after 1974, Greece remilitarised several
eastern Aegean islands as well as the Dodecanese, contrary to its obligations under the
Lausanne Convention (1923) and the Paris Treaty (1947). It argued that this was a
reactive move mirroring the concentration of Turkish troops in the area of Izmir.*
Socialist solidarity was no recipe for good-neighbourliness either. Yugoslavs and
Bulgarians were close to creating a common federal state in the late 1940s, but after the
Cominform schism in 1948 their ties became increasingly hostile. As of the mid-1960s,
the undying issue of Macedonia and the national character of the Macedonian Slavs, in
particular, became the bone of contention. Both Yugoslavia and its constituent Socialist
Republic of Macedonia invested a great deal of efforts to bolster Macedonian national
identity as separate, if not primordially opposed, to the Bulgarian one. In addition, they
insisted that the population of Pirin Macedonia (the south-western corner of Bulgaria)
should be granted national minority rights as a necessary step for the affirmation of
Macedonian separateness. In turn, Bulgaria’s answer to those claims was that historically
the Slavs of Macedonia were of Bulgarian stock. Although the group in Yugoslav (or
Vardar) Macedonia had developed a different national awareness, the Bulgarian
communist leadership believed that (a) the process had not been completed and certainly
was not irreversible (b) had not taken place at all in Pirin Macedonia, which had

81

preserved its Bulgarian character.” The dispute tended to intensify whenever the

8 Tozun Bahceli, Greek-Turkish Relations since 1955, Boulder CO: Westview Press, 1990; Dimitri
Constas (ed.), The Greek-Turkish Conflict in the 1990s, London: Macmillan, 1991.

8! The best study of the Yugoslav-Bulgarian dispute is Stefan Troebst, Die bulgarisch-jugoslawische
Kontrowerse um Makedonien 1967-1983 [The Bulgarian-Yugoslav Controversy over Macedonia 1967-
1983], Munich: R. Oldenbourg, 1983.
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relations between Belgrade and Moscow grew colder, for instance, in the wake of Tito’s
condemnation of the 1968 intervention in Czechoslovakia.

Macedonia was a constant irritant in the relations between Greece and Yugoslavia
too. While the Yugoslav stance was that a Macedonian national minority was present in
the parts of geographic Macedonia included in Greece (the so-called Aegean Macedonia),
successive Greek governments were denying that claim. Although the numbers of Slavic
speakers in the north were relatively low, policymakers in Greece suspected the
Yugoslavs of still harbouring annexationist ambitions towards Aegean Macedonia as
during the Civil War. Yugoslavia, in turn, aimed at normalising its relations with Greece.
In the 1950s, the economic and political links between the two countries were on the rise.
That tendency continued even after the collapse of the second Balkan Pact precipitated by
the growing Greek-Turkish tensions and Khruschev’s conciliatory policy towards
Yugoslavia. Belgrade tended, with varied success, to keep at bay Macedonian
nationalism unwilling to see its relations with Athens suffering for the sake of Skopje’s
narrow interests."

With the Macedonian issue lurking at the background, erstwhile enemies Greece
and Bulgaria found their interests converging. Bulgaria had abandoned its claims to the
Greece’s northern provinces and followed a pro-status quo course, which largely offset
the ‘northern threat’ syndrome in Athens. The end of the colonels’ regime in 1974 and
Prime Minister Karamanlis® policy of engagement with the Balkan states added further
momentum to the processes of rapprochement. Even more important were the common

fears of Turkey, salient in the wake of the Cyprus intervention of 1974. Some internal

82 For a brief outline, see Evangelos Kofos, Greece and the Balkans in the '70s and 80s, Athens,
ELIAMEP, 1991, pp. 7-12. Kofos remains Greece’s leading authority on the Macedonian issue. See
Nationalism and Communism in Macedonia: Civil Conflict, Politics of Mutation, National Identity, New
Rochelle, N.Y: Aristide D. Caratzas, 1993.
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developments in Bulgaria made this perception even stronger. The Bulgarian authorities
undertook a campaign of forced Bulgarianisation targeting the country’s numerous
Turkish minority.® It exacerbated the relations between Bulgaria and Turkey, but also led
to a semi-formal alliance between Greece and Bulgaria. In 1986, Greece’s socialist Prime
Minister Andreas Papandreou signed with the Bulgarian leader Todor Zhivkov a bilateral
friendship agreement, which also contained military cooperation clauses.**

During the Cold War, Greece never managed to fully normalise its relations with
Albania. In fact, the state of war between the two countries continued officially until
1987, when it was terminated on the PASOK government’s initiative. This development
did not imply that any progress was made on burning issues as the one of the Greek
minority in the southern parts of Albania (known as Northern Epirus by the Greeks).
However, it did hint at a change in Albanian isolationist attitude. After the Sino-Soviet
split in the early 1960s, the Albania’s Stalinist leader Enver Hoxha sided with China. In
1978, it denounced its patron as revisionist and cut the last bridge towards the outside
world. It was only after Hoxha’s death in 1985 that Albania made some tentative steps to
overcome its isolation. Albania’s relations with Yugoslavia were equally precarious. The
Cominform crisis in 1948 was used by Hoxha to sever all links Belgrade. There was a
measure of rapprochement between the two countries after the Soviet suppression of the
Prague spring in 1968. The issue of large Albanian population in Kosovo, Macedonia and
Montenegro was at the core of the bilateral relationship. The relatively better atmosphere
of the 1970s was reflected in the Yugoslav leadership’s decision to allow Albanian
lecturers and textbooks into the University of Prishtina. The 1981 unrest in Kosovo,

however, put an end to that episode in Albanian-Yugoslav relations.

S Ali Eminov, Turkish and Other Muslim Minorities in Bulgaria, London: Hurst, 1997.
84 Christopher Cvii¢, Remaking the Balkans, London: Royal Institute of International Aftairs, 1991, p. 102.
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By contrast, Romania’s policy towards the Balkans was, by and large, not
burdened by bilateral problems. The country’s post-1965 ruler Nicolae Ceausescu had
good relations with most Balkan leaders. Furthermore, Romania was very positively
disposed to all initiatives for regional cooperation in the 1970s and 1980s. It saw the
pursuit of multilateral arrangements in the region as a cornerstone in its foreign political
independence from Moscow.” Apart from the USSR, the nationalist content of
Ceausescu’s policies pitted Romania against its neighbour Hungary. The tendency was
very pronounced in the 1980s as the regime in Bucharest became increasingly repressive,
including towards the Hungarian minority.

The foregoing discussion shows that although divided in their alignments with the
outside world, in the late Cold War era the Balkans could still be considered a Buzanian
regional c:omplex.86 It encompassed several triangular relationships based on certain
hard-security issues: (1) Greece-Turkey-Bulgaria: the question of Turkish and Muslim
minorities, the Aegean dispute, deployments of military personnel and armaments
alongside common borders; (2) Yugoslavia-Bulgaria-Greece: the Macedonian question;
(3) Greece-Albania-Yugoslavia: ethnic minorities. Romania’s involvement in the Balkans
was of a different nature, in that it was not provoked by challenges coming from inside

the region but by its desire to balance against the USSR.

The new old powderkeg: Balkan security in the early 1990s
With the end of the Cold War, the precarious regional balances in the Balkans emerged as
cause of concern. That was why the changes were greeted with dissimilar feelings in

various parts of the Balkans. For some, democratisation at home contained a promise for

8 Aurel Braun, Small-State Security in the Balkans, London: Macmillan, 1983.
% Buzan himself refers to the Balkans as a sub-region inside the European regional complex.
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better interstate relations. Others considered that the bloody Romanian revolution of
December 1989 was a better indication about the things to come compared to the
celebrations in the streets of Prague and Berlin. The removal of the bipolar straitjacket
could unleash old rivalries and it certainly introduced new spots of instability. The
secessionist tendencies in Yugoslavia triggered by Slobodan Milosevi¢’s policy of
centralisation topped the list. As early as 1990, Stephen Larrabee wrote ‘the Balkans have
traditionally been a region of instability and ferment, and with the end of the Cold War

conflicts are likely to re-emerge.”®’

He went on, ‘in the 1990s, the main threat to
European security is likely to come not from Soviet military power but from ethnic
conflict and political fragmentation in the Balkans.”**

The breakout of war in Slovenia and Croatia (1991) and Bosnia (1992) seemed to
confirm the worst fears observers like Larrabee had. Given the great number of disputes
marring the Balkans and the rise of nationalism, the Yugoslav crisis could unleash many
more vicious conflicts in and amongst the neighbouring countries. Examples were easy to
spot, the tacit Greek support for MiloSevi¢ and the Bosnian Serbs was linked to the
Turkish support for the Muslim Bosniaks.* In 1992, Bulgaria and Turkey were quick to
recognise Macedonia’s independence, which Greece interpreted as hostile acts as it was
alarmed by the upsurge of Macedonian irredentism directed towards its north-western
portions. Greek apprehensions were exacerbated by the fact that Turkey sought to

cultivate close military links with Macedonia and Albania.”® Turkey also normalised its

relations with Bulgaria after human rights of ethnic Turkish were restored in late 1989.

7 F. Stephen Larrabee, ‘Long Memories and Short Fuses, Change and Instability in the Balkans,’
International Security, 15 (3), 1990, p. 58.

% Ibid, p. 59.

8 On Greek policy towards the Yugoslav conflict in the early 1990s, see Takis Michas, Unholy Alliance:
Greece and Milosevié's Serbia, College Station: A&M University Press, 2003.

% On Greece’s efforts to counterbalance Turkey in the Balkans during the 1990s, see Othon Anastasakis,
‘Greece as a Regional Power in the Balkans: From Politics of Coercion to a Policy of Cooperation’ in
Aleksandar Fati¢ (ed.), Security in Southeastern Europe, Belgrade: Management Centre, 2004, pp. 121-35.
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Athens looked at those developments with unease. After Sofia recognised Macedonia in
January 1992, Foreign Minister Andonis Samaras declared the alliance with Bulgaria
sealed in the previous decade was over.”'

Located in the center of the Balkan peninsula, Macedonia was seemingly
becoming again the focal point of competing regional interests. The Yugoslav army
withdrew peacefully from the republic in the spring of 1992 but also carried away all
heavy weaponry into Serbia. The 40,000-strong Serbian minority in the Kumanovo area,
however, showed signs of radicalism all through 1992. There were allegations that
Milogevié offered Greece and Bulgaria to partition Macedonia. ** For its part, Greece
pressured Skopje to change its coat-of-arms (the so-called Vergina star), its name and
drop all references to Macedonians living in neighbouring countries from the
Constitution. In February 1994, Greece unilaterally imposed a trade embargo, which
caused much uproar in the EU.” Although Bulgaria became the first state to grant official
recognition to Macedonia, President Zhelyu Zhelev declared that recognising the state did
not imply recognising the nation and its language. This led to suspicions that Bulgaria has
not given up its long-standing aspirations towards Macedonia. Domestic politics were
even more fraught with conflict. After Milosevi¢ abolished Kosovo’s autonomy in 1989,
thousands of Kosovars moved into Macedonia reinforcing their kin and exacerbating
some deeply entrentched fears held by the majority. In 1992, the Macedonian Albanians’

organised a referendum leading to the proclamation of the so-called ‘Republic of Illyrida’

in Macedonia’s northwest. To many observers, ‘the New Macedonian Question’ (to use

%' Aristotelis Tziampiris, Greece, European Political Cooperation and the Macedonian Question,
Aldershot: Ashgate, 2000.

92 However, there were allegations that Milogevi¢’s offer to Greece for a confederation contained a secret
proposal to partition Macedonia. Wall Street Journal, 26 June 1992; Frankfurter Algemeine Zeitung, 20

June 1992,
% The embargo was de facto in place since 1992.
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the term coined at the time by a British expert) was threatening due 1o its conflict
potential. It was argued that if a conflict erupted in Kosovo between Belgrade and the
local majority, it would spread south to Macedonia. Macedonia’s destabilisation, in turn,
could prompt its neighbours Bulgaria, Serbia and Greece to intervene, driven by their
aspirations towards the area and the loyalty of its inhabitants dating back to the late 19"
and early 20" century. Greek involvement could itself provoke reaction from its rival
Turkey seen as championing the cause of all Balkan Muslims, all the way down from
Bosnia to the northern Greek province of Thrace.. a Bosnian-style interethnic war was
seen as capable of sparking a regional conflagration threatening to draw in a number of
Skopje's neighbours.”™

Although the early 1990s were a period characterised by fragmentation, they also
demonstrated to the outside world how tightly the Balkans were knit together. Instability
and violence in former Yugoslavia was seen as destabilising in the wider region. The talk
of rivaling alliances dominated the security discourse of the time. Different domino
scenarios were floating in the air. Ironically, the assertive foreign policies and
nationalism-inspired competition were both dividing the Balkans and building up its
identity as a single region.

In reality, the power of interlocking state rivalries and irredentisms was not as
overwhelming as thought at the time. In Bosnia, Turkey refrained from unilateral action
and followed the policy of NATO. Other regional states like Bulgaria and Romania
adopted a hands-off approach to the issue and adhered to the international efforts, the

costly sanctions imposed on rump Yugoslavia included. Bulgaria and Albania supported

* James Pettifer, ‘The New Macedonian Question,” International Affairs, 68 (3), July 1992, pp. 474-85;
Also James Pettifer (ed.), The New Macedonian Question, Basingstoke: Macmillan, 1999. For the different
scenarios on the future of Macedonia floated in the early 1990s, see Stefan Troebst, *Macedonia: Powder
Keg Defused?,” REFE/ RL Research Reports, vol 3, no 4, 28 January 1994, p. 33.
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Macedonia’s consolidation, despite suspicions about their ulterior motives. When Greece
imposed an embargo on Macedonia in early 1994, the Bulgarian and Albanian ports on
the Black Sea and the Adriatic provided a vital lifeline for the neighbouring republic.
Milosevi¢ kept a low profile on Macedonia and distanced himself from the inflammatory
rhetoric of political figures like Vojislav Seselj. Albania supported Kosovo’s
independence proclaimed in Kacanik, but did not adopt a proactive approach. Even
radical politicians like President Sali Berisha were immune to foreign policy
adventurism. Tirana followed closely American policy: it joined PfP as early as February
94 and offered NATO its airfields for reconnaissance operations in Bosnia. By 1993-95,
non-involvement and reliance on outside intervention, rather than diplomatic and military
activism, became the norm. The majority of the Balkan states were either too weak or
sufficiently prudent not to pursue assertive, let alone overtly irredentist, foreign policies.
As a result, the conflict was more or less contained within the boundaries of former
Yugoslavia. In addition, in the period 1992-94, Yugoslav neighbours signed a series of
bilateral military agreements instituting confidence-building measures in accordance with
the CSCE/OSCE’s Vienna document.”

Political rivalries did not translate into military standoffs, not considering the
Greek-Turkish case. Security interdependence did not necessarily equal volatility.”® This
was proven four years later during NATO’s war against Yugoslavia. The crisis in
Kosovo, spilling over to Macedonia due to the mass exodus of Albanian refugees, did not
trigger any regional competition over the control of the Vardar valley as in the early 20"
century. On the contrary, all Balkan governments backed NATO’s intervention -- a

number of them confronting fierce domestic opposition -- as well as the efforts to keep

% More in Chapter VL.
% Dimitar Bechev, ‘Worst-Case Scenarios and Historical Analogies: Interpreting Balkan Interstate
Relations in the 1990s,’ in Aleksandar Fati¢ (ed.), Security in Southeastern Europe, pp. 29-53.
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Macedonia stable. As Chapters VI and VII will show, the situation was no different in

during the Macedonian crisis of 2001 when the region supported the country’s unity. "’

One level down: the societal dimension of regional security

The wars of 1991-95 did send shockwaves over the Balkans, but their profound impact
had less to do with the world high politics and military balances than with state weakness
and societal vulnerability. The wars had fateful consequences for Croatia, Bosnia and
rump Yugoslavia but failed to ignite a wider interstate conflict as some expected. Yet
they generated a range of soft-security problems that spilled over both old and newly-
instituted borders in the region. The growth of phenomena like transnational organised
crime, illegal trafficking, cross-border corruption had impact beyond the boundaries of
former Yugoslavia, which in effect demonstrated that the compatmentalised Balkans of
the Cold War were by the mid-1990s a thing of the past.

Refugees and internally displaced persons were a key isssue for a number of post-
Yugoslav states. By late 1995, their number had reached some 850,000 in Bosnia, Croatia
and rump Yugoslavia, as well as in the wider world. Bosnia suffered most of all: at the
time of Dayton nearly one fourth of its overall population resided abroad or was
internally displaced. August 1995 alone saw the exodus of nearly 150, 000 Serbs from the
province of Krajina in Croatia as a result of the Olyja (Storm) operation carried out by
the Croatian armed forces. Milosevi¢ tried to resettle some of the Krajina Serbs in
Albanian-populated Kosovo fuelling further local discontent. Most of the refugees,

however, flocked into the cities where they added to the army of unemployed. The

%7 Greece normalised its relations with Macedonia, which it continued referring to as FYROM, in 1995.
The dispute between Bulgaria and Macedonia over the character of Macedonian language and national
identity were taken off the bilateral agenda in February 1998 with a declaration signed by the two
countries’ prime ministers.
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refugee influx in Serbia, to a lesser degree in Croatia, was a real burden for the economy,
already suffering greatly from the war. Lacking other prospective, many new arrivals
joined the thriving underworld in cities like Belgrade. Very often those were young
people with considerable experience in using arms gained during the war.

Indeed the proliferation of organised crime was the 1990s wars most lasting
legacy. Murky figures like the notorious Zeljko Raznatovié-Arkan took a key part in the
hostilities manning the paramilitary units operating on the ground. Amongst their core
activities were the traffic of weapons and the sale of looted property. Criminals of
different colours also profiteered largely from the war as they controlled the supply of
necessities to the population on the ground. They often cooperated across ethnic lines.
During the war in Bosnia, a number of free-trade zones were set where traffickers from
all sides met to exchange goods. Muslim and Croat groups supplied oil to the Serbs while
the latter procured food and other essentials for the encircled Muslim enclaves. After
Dayton, former paramilitaries quickly reverted to crime making use of the trafficking
channels and the patronage relationships they have established. Crime was also boosted
by the wide of proliferation of small arms which was again a direct consequence of the
war.”?

Cross-border smuggling was, at least initially, linked closely to the process of
state-building. The smugglers operated under high protection. In Croatia, Tudjman and
the HDZ drew financial support from networks of Herzegovinians around Gojko Susak, a

diaspora Croat promoted to the position of defence minister. The latter were in charge of

channeling weapons for the republic’s armed forces as well as for Herceg-Bosna, the self-

% For an in-depth analysis of the Bosnian war’s impact on smuggling and organised crime, see Marko
Hajdinjak, Smuggling in Southeast Europe. The Yugoslav Wars and the Development of Regional Criminal
Networks in the Balkans, Sofia: Centre for the Study of Democracy, 2000. This section draws heavily on
the findings of the monograph.
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proclaimed Croat entity in Bosnia. These networks benefited immensely from the crony
privatisation run by Tudjman. Because of the UN arms embargo, the central Bosnian
government in Sarajevo was similarly dependent in the period 1992-94 on supplies
arranged by semi-criminal actors. The Bosnian Serbs and Croats found themselves in a
much better position as they were helped directly by their kin states. There were, in
effect, no border controls along the Drina river and in Herzegovina, which more than
good news for organised outlaws. Finally, the parallel state institutions run by the
Albanians in Kosovo were, according to reports, partly funded by Albanian gangs passing
heroin from Turkey into Western Europe. Since the mid-1990s, the Kosovars started also
smuggling weapons into the province. The 1997 riots in Albania when the country’s arms
depots were looted resulted in a particularly massive flow of weaponry in the direction of
Kosovo.

With its central position in the Balkans, Serbia connected all the pieces in the
puzzle. The sanctions meant to exert pressure on the MiloSevi¢ regime led to the
establishment of multiple transborder trafficking channels. The Yugoslav authorities --
the leadership in Belgrade, the customs, the secret services and the police -- played a key
role in setting and operating networks in partnership with criminals from both Yugoslavia
and its neighbours Bulgaria, Romania, Macedonia and Albania. People belonging to the
former regimes’ secret police were invariably part of the game. Oil topped the list of the
smuggled goods. It was shipped through Yugoslavia’s porous land borders, but the
greatest share came from Ukraine and Russia through the Danube. Milosevi¢ bartered
considerable quantities of grain for Russian oil to keep the Yugoslav economy going.
Most of the revenues were funneled into the loss-making enterprises and the pockets of

the pro-regime oligarchy.
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The post-1989 liberalisation of border regimes between Bulgaria and Romania, on
one side, and Yugoslavia, on the other, conditioned the expansion of the traffic in oil and
other embargo items during the sanctions. The changes in Albania after 1992 produced a
similar outcome along the borders with Kosovo and Montenegro. Indeed, the sanctions
contributed to the transnationalisation of crime in the region. In contrast with the
interethnic wars, transborder crime and smuggling became an all-Balkan and not
specifically Yugoslav problem. Criminal groups developed well-functioning alliances
across national boundaries. For example, Yugoslav businesses mushroomed in all
neighbouring countries in order to get around the sanctions regime.

Thus the wars’ impact on Macedonia, Albania, Bulgaria and Romania, all of
which never took part in any hostilities, was enormous. The sanctions fuelled crime and
weakened state institutions that were anyway shaken by the economic downturn and the
uneasy transition. The Yugoslav drama was in many ways an all-Balkan one as well. The
effect of the sanctions proved rather durable. The traffickers often enjoyed protection
from key figures in the governmental institutions, which made the nexus between
transnational crime and corruption even more visible. The patron-client relationships
persisted after the lifting of the sanctions against Yugoslavia in 1996. The smuggling
channels were ‘privatised’, in the sense that the control passed from the hands of the
regime into the criminals. As oil was imported legally into Yugoslavia, the character of
smuggled goods changed. The illicit trade in excise-duty goods like cigarettes became
relatively more important. However, the links between the underworld and the Balkan
political elites lingered on. The Montenegrin leadership’s involvement in cigarette
smuggling, for instance, was a secret to nobody. A case brought by an Italian court

against President Djukanovi¢ on counts of contraband made the headlines in 2002.
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Scandals related to links between politicians and smugglers were not rare in Macedonia,
Romania and Bulgaria.”’

Importantly, the sanctions solidified the old trafficking channels from and into
Western Europe. Initially, the Balkan drug route passing through Turkey, Bulgaria and
Yugoslavia and operated by Turkish, Kurdish, Kosovar Albanian and other gangsters
from the region was closed due to the wars in Croatia and Bosnia. Alternative routes
starting from Bulgaria and going either thorough Macedonia, Kosovo, Montenegro and
Albania, or through Romania and Hungary were developed. As a rule, they were
maintained by international consortia of criminals. By the mid-1990s, the classical route
was re-opened. Some estimates showed that 80 per cent of the heroin in Western Europe
was arriving through the three Balkan corridors. In addition to transited heroine, South
East Europe exported considerable amounts of amphetamines synthesised in mafia-run
laboratories scattered around South East Europe.

New areas of criminal activities included also trafficking in human beings. It
dated back to the time of the Bosnian war when a numerous refugees were helped by
criminals to make their way into Western Europe. After the end of the war, these
channels were used to transfer migrants from outside the region (Kurds, Iranians, Arabs,
Afghanis, Chinese etc.) to the West. With its liberal visa regime, Bosnia became, for a
period of time, a safe haven for illegal migrants of all sorts of national origins. Important
channels were also established across Greece’s borders with Albania, Bulgaria and

Turkey. With the help of state-of-the-art speedboats, traffickers from the Albanian coastal

% In Bulgaria, the government of the Union of Democratic Forces was blamed for nurturing clientelistic
relationships with smugglers across the border with Yugoslavia. In 2000, the Romanian President
Constantinescu accused former Prime Minister Theodore Stolojan of involvement in a sanctions-breaking
scheme. Coalition partners Ljubco Georgievski (VMRO-DPMNE) and Arben Xhaferi (Democratic Party
of the Albanians) were said to have divided the control over the smuggling channels through Macedonia’s
northern border. See Hajdinjak, Smuggling in Southeast Europe.
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towns transferred migrants into ltaly across the Otranto straits. Human trafficking
involved mainly women from various Eastern European countries (typically Moldova and
the Ukraine, but also Albania, Bulgaria, Romania) for the purposes of the criminal-run
sex industry in the West. Many of the women ended up in brothels throughout the
Western Balkans, particularly in areas like Kosovo, western Macedonia and Bosnia. The
Balkan networks engaged also trafficking of stolen goods from Western Europe. Luxury
cars accounted for the bulk of the items ‘imported’ in that way, while Albania was
boasting more Mercedes cars per capita than many EU member states. In return, the
Balkan gangs exported to the West large quantities of counterfeit money printed in the
region.
IV. Interdependence and cooperation in South East Europe

There could be little doubt that regional interdependence, in the broad sense of the term,
was an important factor in the Balkans. Whether they liked it or not, in the 1990s, the
states in South East Europe found themselves bundled by their politics, security concerns
and geography, less so by their economies. Arguably, even divisive factors such as the
historical legacies of conflict united South East Europe into a relatively coherent
geopolitical space thanks to the interlinked nature of the issues involved. However,
besides shared threats, interdependence meant shared developmental opportunities. If
economic interdependence was absent in its mature form seen in Western Europe and
elsewhere, the structures of spatial contiguity created demand for cooperative strategies
and promised certain functional gains in sectors like transport infrastructure and energy.

This chapter’s findings, however, give few clues as to what cooperation outcome
a particular set of interdependence structures would condition. Did interdependence,

whether functional or security-related, have the same value and intensity for every state
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within wider South East Europe so that one could expect to see multilateral institutions
and schemes emerging in response to it? Or did it, conversely, impact only territorially
contiguous countries? If the second proposition is true as the chapter suggests than the
likely outcome will be bilateral, trilateral, or generally ‘less-than-multilateral’ initiatives
and institutions. Apart from membership, regional interdependence could be expected to
impact cooperation agendas. Variance across different issue-areas might predict variation
in institutional design. The more intense functional interdependence, the greater the
demand for comprehensive initiatives and institutions.

All'in all, intra-regional demand for institutionalised functional cooperation was
limited. What one saw in the 1990s was the gradual development of a hub-and-spoke
relationship with the EU. The Balkan states had little incentive to set up and deepen
regional arrangements, although they could gain much from developing economic
relations with individual strategic partners in their neighbourhood (for instance, Greece
and Turkey in the case of Albania, Bulgaria, and Romania). Still, proximity could
translate into functional benefits, particularly in issue-areas like transport infrastructure
and energy. There was demand for regional schemes and policies. However,
interdependence alone could not predict the degree and format of institutionalisation.
Functional issues could be managed both through ad hoc project-oriented partnerships or
by means of specialised intergovernmental bodies. In addition, functional
interdependence was more often observable between immediate neighbours, rather than
across wider South East Europe. Finally, spatial contiguity could prove a divisive force
and lead to the formation of conflicting interests amongst subgroups within the wider

region (e.g. in the case of energy infrastructure).

79



As far as security interconnectedness is concerned, one could anticipate at least
two types of state strategies. On the one hand, there was a strong incentive to rely on
outside states (mainly the US) and institutions (NATO, EU) as guarantors for stability.
On the other hand, the outstanding problems could be solved both through bilateral
dialogue and through set-up of multilateral institutions and regimes at the regional level.
However, security interdependence, in and of itself, would be unlikely to produce
cooperation automatically. Security involved zero-sum thinking so interconnectedness
did not mean convergence of interest as in the case of functional interdependence. As the
following chapter shows, external impulses were essential for the establishment and

maintenance of security cooperation in South East Europe.

In addition, the extent of (hard) security interdependence and therefore the
demand for specific regional institutions in South East Europe was questionable. The
record of the 1990s showed that the web of Balkan security was not as dense as to draw
everyone into the Yugoslav conflict. If spillovers of violence were not as likely as
initially thought, multilateral solutions involving all states in South East Europe were not
indispensable, although the opposite was probably true for the ex-Yugoslav republics

where conflicts tended to trigger one another.

By contrast, soft security was an area where there was a strong demand for
cooperation. However hard to measure their potential as threats, cross-border organised
crime, trafficking and illegal migration were all creating pressures for collective response
by a wide circle affected states. To the extent they had the capacity and political will to
do so, their governments could be expected to negotiate a set of measures, coordinate
their policies and even establish relevant institutional mechanisms. Due to the intensity of

the problem, deepening multilateral cooperation would be the most likely outcome.
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Interdependence, however, did not indicate what the optimal cooperation format would
be (regional, ‘less-than-regional’, bilateral etc). It also remained questionable whether
Balkan regional cooperation outside larger European and global frameworks made sense

in issue-areas as fighting transnational crime, in that the targeted networks operated both

inside and outside South East Europe.
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Chapter 111

Regionalism from outside:

external actors and strategies in Balkan cooperation

While regional schemes have been associated with the Balkans’ common security
predicament and potential for interdependent economic development, the impulse for
cooperation has originated more often from outside than from inside the region. The
survey on the attitude of regional elites, published by Othon Anastasakis and Vesna
in South East Europe are, by and large, designed, promoted and implemented by external
actors.'” In a sense, it is a small wonder that Balkan regionalism owes much to outside
pressure. After all, a group of states sharing a legacy of conflict, both in their more
distant past and the post-Cold War period, and profound economic and political
instability would need external push fundamentally change their international behaviour.
Regional cooperation in the Balkans has been a top-down process in two senses. First, it
has involved national governments interacting in loose institutional frameworks such as
the Stability Pact for South East Europe and South East European Cooperative Initiative.
In addition, the latter institutions themselves have been, more often than not, an outcome
of external intervention. This chapter explores the design and introduction of regional

cooperation schemes into the Balkans by various outside actors. More specifically, it

"% Othon Anastasakis and Vesna Boji¢i¢-Dzelilovi¢, ‘Balkan Regional Co-operation and Europecan
Integration,” London, The Hellenic Observatory, LSE, 2002.

85



analyses the particular goals the initiatives pursued and the incentives they presented to

regional states.

I. External actors and regional cooperation: insights from IR theory

The empiricial observation that Balkan regionalism reflects external intervention has
much in common with certain strains of IR thinking on interstate collaboration, in
general, and regional cooperation, in particular. As Iver Neumann observes, regionalism
can take the form of either an ‘inside-out’ or an ‘outside-in’ phenomenon.'®’ The
‘outside-in’ trajectory points at the theme of power politics explored by the neorealist
school. Neorealists argue that the presence of a hegemonic power is the key variable
accounting for interstate cooperation in conditions of anarchy.'® Regionalism develops
according to a similar script. When neorealists discuss the European case, for instance,
they point to the US military and economic preponderance in the aftermath of World War
I that created a favourable environment and catalysed the process of integration.'® The
EC was, therefore, an outcome of the global standoff during the Cold War and
Washington’s hegemonic policies toning down rivalries that had plagued Western Europe
for centuries.

Clearly, (neo)realist thinking is at its best in explaining there has been little

cooperation in the Balkans in the past by alerting us to the competitive nature of

'% Iver Neumann, ‘A Region-Building Approach for Northern Europe’, Review of International Studies, 20
(1), 1994, pp. 53-74.

"2 For a classical neorealist analysis of hegemony in the international economy, see Robert Gilpin, The
Political Economy of International Relations, Princeton, NJ: Pinceton UP, 1987; Neorealist theory has been
most clearly and fully articulated by Kenneth Waltz. See Theory of International Politics, Reading, Mass:
Addison-Wesley, 1979.

'9 Andrew Hurrell, ‘Explaining the Resurgence of Regionalism in World Politics,” Review of International
Studies, 21 (4), 1995 p. 340. For a discussion of Cold War stability and integration in western Europe, see
John Mearsheimer, ‘Back to the Future: Instability in Europe after the Cold War,” International Security,
15 (1), 1990, pp. 15-56. For a neorealist account of the EU in the 1990s, see Joseph Grieco, *The
Maastricht Treaty, Economic and Monetary Union and the Neo-Realist Research Programme,” Review of
International Studies, 21 (1), 1995, pp. 21-40.
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international politics and the constraints related to the distribution of power at the
systemic level. It can even give us insight into the gradual shift from competition to
cooperation in the mid- and late 1990s. With the end of bipolar division and containment
of conflicts in Yugoslavia through the US-led interventions, one should expect to see

more cooperation among the local states.'™

Although faltering at times, the strategic EU-
US partnership in the Balkans may be considered the outside impulse leading to more
intensive regional cooperation.

However, regionalism can also be an essentially anti-hegemonic enterprise. States
might choose to balance against external power or a local hegemon by forming regional
groupings. Indeed, neorealists find themselves split on the question of whether and under
what circumstances states balance or bandwagon. Still, they predict that in cases of great
power asymmetries bandwagoning is the more likely outcome. Ideological
compatibilities and beneficial economic ties transform hegemonic power into a pole of
attraction, rather than a threat. As argued by Stephen Walt, states balance against threats
and not against power.lo5 That is clearly the situation South East European states found
themselves in relation to the US and the EU after 1989. The ‘regionalism-as-balancing’
concept is prima facie dismissable in the context of the 1990s Balkans, though it might be
relevant for previous periods.

The point about the hegemon’s attractiveness, however, raises questions as to how
power is wielded to induce cooperation. Regional stability might be an enabling

condition but the promotion of regionalism requires a proactive approach. In the Balkans,

as elsewhere in Eastern Europe, regional cooperation has often been a precondition for

"% For a theoretically-informed argument about the systemic determinants of peace and war in the Balkans,
see Benjamin Miller, ‘Between War and Peace: Systemic Effects on the Transition of the Middle East and
the Balkans from the Cold War to the post-Cold War era’, paper presented at the 42™ Annual Convention
of the International Studies Association (ISA), Chicago, 20-21 February 2001.

19 Stephen Walt, The Origins of Alliances, Ithaca: Cornell UP, 1987.
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joining international clubs such as the EU and NATO. Membership conditionality is a
complex form of power, in that it is based on contractual obligations between the target
institution and the aspirant state, rather than mere coercion or economic dependency. It is
a bilateral arrangement that entails rewards for compliance. Both neorealists and
neoliberal institutionalists posit states as unitary strategic actors responding and adjusting
their behaviour to material incentives.'” This is in stark contrast with the view of the
constructivist school, which, broadly speaking, portrays states as driven or influenced by
ideas and norms. Following the ‘neo-neo’ conceptual map, the present chapter treats the
external-push variable in terms of incentives, material gains and costs of compliance. It
examines the development and nature of the outside policies to foster cooperation, their
variation across time, and the opportunities and constraints that they presented for the
regional states.
II. The power of outsiders: historical legacies

Powerful outsiders have always had a great impact on Balkan regional politics. A look at
the broader picture reveals certain historical patterns. At is most basic, external
involvement has been intimately linked with the condition of fragmentation. The
southeastern part of Europe has been one of the first places where the idea of the nation-
state took root. Mass upheavals such as the uprisings in Serbia (1804 — 12) and Greece
(1821- 29) led to the formation of entities animated by the vision of the ethnic
community as the holder of sovereignty. In 1830, Greece achieved recognition of its
independence. Next were Serbia and the Danubian principalities (merging in 1859 and

adopting the common name Romania), which were both promoted into sovereign states at

106 por an overview of the controversies and overlaps between neorealism and neoliberal institutionalism,
see David Baldwin (ed.), Neorealism and Neoliberalism, New York: Columbia UP, 1993. For a neoliberal
institutionalist take on post-Cold War Europe, see Robert Keohane, Joseph Nye and Stanley Hoffmann
(eds.), After the Cold War: State Strategies and Institutions, Cambridge, Mass: Harvard UP, 1991.
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the Congress of Berlin in 1878. That was the point when Bulgaria emerged as a de facto
independent country too to be recognised free from Ottoman suzerainty in 1908. It took a
further four and half years before Albania acquired independence after the First Balkan
War (1912-13). With the consolidation of the Turkish republic in the early 1920s, the
process of transition from empire to nation-states was largely completed, leaving aside
the Yugoslav experiment with statehood based on multiple ethnic building blocks. While
the 19™ and early 20™ century was the time when the idea of Balkan federation made its
appearance, the period was essentially marked by national particularism.'”’

This transition from empire to multiple nation-states was marked by much
interstate and interethnic violence. The young Balkan states fought bitterly for what was
then known as ‘Turkey-in-Europe’. At times, they joined forces against the Ottomans, but
starting with the Serbo-Bulgarian conflict of 1885, showed themselves prone to wage war
between themselves too. Harbouring a number of rival claims, towards the geographic
region Macedonia, for instance, the Balkan states sought patron relationships with
individual great powers such as Britain, Russia, Austria-Hungary and Germany. In some
cases, the influence of the latter obstructed the development of closer political and
economic links in the region. Thus, in 1905 Austria-Hungary vetoed the setup of a
customs union between Serbia and Bulgaria. Conversely, there were instances when
great powers managed to bring the rivals together. In 1911-12, Russian diplomacy
facilitated the establishment of the Balkan Alliance among Greece, Bulgaria, Serbia and
Montenegro. The final showdown came with the two Balkan Wars (1912-13), the First

World War (1914-1918) and the Greek-Turkish war of 1919-22. This decade of war saw

197 Eor the international politics of the Balkans in 19" and 20" century, see Barbara Jelavich, History of the
Balkans, Cambridge: Cambridge UP, 1983, vols 1&2. The leading study on the Balkan federation idea
remains Leften Stavrianos, Balkan Federation. A History of the Movement to Balkan Unity in Modern
Times, Northampton, Mass: Department of History, Smith College, 1944. On the tangled process of
building nation-states, see Mark Mazower, The Balkans, London: Phoenix, 2001.
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the demise of the Ottoman Empire and the establishment of state boundaries, many of
which have remained unchanged ever since. Importantly, the outcome of wars depended
on the involvement of major extra-regional states, which formed alliances, supplied arms,
sent soldiers, and brokered peace treaties in the Balkans.'®®

The 1920s and the 1930s were characterised by deep divisions between the
irredentist Albania and Bulgaria and their neighbours Yugoslavia, Greece, Romania and
Turkey. Albania and Bulgaria sought the revision of the Versailles settlement and the
return of territories populated by their kin (e.g. the regions of Kosovo and Dobrudja).
They also solicited support from Mussolini’s Italy, while countries like Romania and
Yugoslavia played a key part in the French-backed Little Entente. The attempt to foster
multilateral dialogue championed by the Balkan Conferences (1930-34) failed due to the
inability of the two groups to achieve a compromise.109 As a result, the pro-status quo
powers signed the Balkan Pact whose mutual defence clauses were seen by Tirana and
Sofia as aimed against themselves. The reorientation towards Nazi Germany in the late
1930s, however, alleviated the tensions and resulted in political rapprochement, notably
in the case of Bulgaria and Yugoslavia. Nonetheless, progress was short lived. The Italian
campaign against Greece in 1940-41 proved the Balkan Pact dysfunctional. The Nazi
intervention of 1941 and the ensuing occupation of Yugoslavia and Greece by Germany,
Italy and their local allies Bulgaria and Hungary triggered a new cycle of hostilities in the
region. One can safely say that all the way through the pre-1945 period peace and

interstate cooperation reflected the nature of great power involvement in Balkan affairs.

1% On the impact of great power politics on the Balkans throughout history, see Misha Glenny, The
Balkans: Nationalism, War and the Great Powers, 1804-1999. London: Verso, 1999. A good analysis of
the correlation between external pushes and constraints and regional cooperation is contained in Ekaterina
Nikova, ‘Balkan Regional Cooperation Revisited,’ Etudes Balkanigues, 38 (1), 2002, pp. 3-32.

1% Robert Kerner and Harry Howard, The Balkan Conferences and the Balkan Entente, 1930-1935,
Berkeley: University of California Press, 1936.
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The postwar era saw the Balkans split between the rival ideological camps. This
had lasting economic consequences, already described in Chapter II, but also political
implications. At first, common ideology favoured better political relations between
erstwhile enemies. In 1944-48, Bulgarian and Yugoslav communist leaders discussed the
merging the two states into a big South Slav federation. What is more, the Yugoslav
influence was so prevalent in Albania that one could foresee that the extension of the
joint entity further south. However, the 1948 Cominform crisis between Stalin and Tito
ended, in effect, all unification plans. The change in Yugoslav foreign policy paved the
way to the second Balkan Pact formed together with Greece and Turkey in 1952. It did
not last long due to the Greek-Turkish tensions over Cyprus, and the improvement of
Soviet-Yugoslav relations under Khruschev. The Balkans, therefore, were a piece of the
Cold War puzzle. The local dynamics were tied to the developments at the global level.

The 1960s and 1970s were marked by further fragmentation. After the Sino-
Soviet split in 1960, Albania sided with China, cut its ties with Moscow and sealed off its
borders minimising its contacts with the outside world. Under Gheorghiu-Dej and his
successor Ceausescu, Romania attempted to run its foreign policy independently from the
USSR, and flirted with the West. Together with Yugoslavia, it opposed the Warsaw Pact
intervention in Czechoslovakia. As the previous chapter showed, the period saw
communist ideology increasingly taking aboard the nationalism of the prewar decades,
which, in turn, rekindled old conflicts like the one over Macedonia. Antagonism was the
name of the game in Greek-Turkish relations suffering a crisis with the 1974 invasion of

Cyprus and the unfolding dispute over the sovereignty rights in the Aegean. Both
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1980s contributed to the intensification of political dialogue, it was clear that the process
operated within certain limits. With the end of the Cold War, there was greater hope that
the processes of regional cooperation would move ahead. This mood prevailed at the
Tirana meeting of foreign ministers (1990). The violent breakup of Yugoslavia, however,
soon disproved those expectations.

To summarise, up to the critical decade of the 1990s, external actors and forces
had a crucial impact on the conduct of Balkan interstate politics. Outside intervention and
patron-client relationships, in some cases, induced and, in other cases, prevented local
states to engage multilaterally and bilaterally in the region. The two dynamics were
exemplified respectively by the Balkan Pact of 1934, and the uneven course of the
cooperation initiatives in the 1970s and 1980s. External involvement aimed to halt or
manage conflict (e.g. the Austro-Hungarian intervention to terminate the Serbo-Bulgarian
War of 1885 or the Lausanne Treaty between Greece and Turkey in 1923), but
occasionally also imported turmoil as during the two world wars. Nevertheless, the
rivalries among the local states and nations invariably made outside control an essential

requirement for stability.

I11. External involvement in the Balkans in the mid-1990s
The Yugoslav wars and Western policy in wider South East Europe
Western efforts in the 1990s to halt the wars in Yugoslavia to promote reconstruction and
regional cooperation were not without historical parallels. As in the past, external actors
projected their power to the Balkans to deal with instability provoked by nationalism.
Arguably, in the mid-1990s, the US, NATO and the EU were not driven exclusively by

self-interst as the Great Powers of the olden days, but still strategic motives reigned
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supreme. Intervention was essential for the establishment and maintenance of regional
order. Conversely, the inability of the international community to get involved in a
credible way contributed to the protracted conflict in Bosnia-Herzegovina taking the lives
of some 200,000 people on all sides. The cessation of hostilities in Bosnia came in 1995
as a result of NATO’s intervention and the shifting balance between the warring parties
on the ground helped by the US government’s support for the Muslim-Croat federation
established in 1994.'"

While Western policy towards Bosnia was marked by disunity, notably on
questions such as who was responsible for the war and whether force should be used
against the Serbs, there were important elements of consensus. On one hand, Yugoslavia
had to be isolated. The governments in Sofia, Bucharest, Tirana and Skopje were pressed
to comply with and implement severe international sanctions against Belgrade despite
considerable cost to their economies. On the other hand, it was clear to the international
policymakers the Bosnian conflict had to be contained within the boundaries of the
republic. That meant that its spillover further south had to be foiled effectively. The
Yugoslav province of Kosovo and the newly-independent Macedonia were seen as
critical for the shaky security in the Balkans due to their perceived potential to spark off
larger regional conflict.'"> The nightmarish domino scenario was the chief reason the UN
deployed the first preventive mission ever in its history on the territory of Macedonia
(UNPREDEP). It was preceded by a spillover-monitoring mission dispatched by the
OSCE as early as September 1992. Following a call from Macedonia’s President Kiro

Gligorov, the UN Security Council passed in December 1992 a resolution for the

"4 Crampton, The Balkans, p. 266. For a study of the international diplomatic efforts to stop the Yugoslav
war (1991-1995), see Sonia Lucarelli, Europe and the Breakup of Yugoslavia: A Political Failure in Search
of a Scholarly Explanation, The Hague: Kluwer Law International, 2001.

'3 See previous chapter.
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deployment of 700-strong force. In 1993, Washington sent further 300 personnel, which
was the first deployment of US troops in the Balkans. Until early 1999, UNPREDEP
acted as a deterrent to aggression along the Yugoslav-Macedonian border, which was
demarcated only in late 2000.""

International involvement in Macedonia demonstrated the nced to craft a more
holistic approach towards the Balkans. It had to address all interconnected security
problems plaguing the region. Western policy rested on three pillars. First, maintaining
peace entailed direct political involvement in the conflict areas. That was needed for
containing further crises and interethnic violence. The Dayton/Paris Accords of
November-December 1995""7 opened the door to the deployment of a 60,000-strong
implementation force (IFOR) led by NATO to guarantee the pacification and

reintegration of the republic following the years of bloody war.'"®

Apart from
peacekeeping, the international community was in charge of running Bosnia. The Dayton
framework granted ample prerogatives for the Office of the High Representative (OHR),
notably the power to dismiss elected officials deemed to obstruct the peace process, to
ban political parties, and to pass legislation.'19 Finally, even prior to Dayton, the EU

assumed the control over the Herzegovinian capital of Mostar divided during the war

between Muslims and Croats.'?°

"6 On UNPREDEP, see Alice Ackermann, ‘International Intervention in Macedonia: From Preventive
Engagement to Peace Implementation,” in Peter Siani-Davies (ed.), /nternational Intervention in the
Balkans after 1995, Aldershot: Ashgate, 2003. pp. 105-20.

""" In Dayton, the parties signed the political part of the agreement, while in Paris they endorsed the
military clauses.

"8 peter Siani-Davies, ‘Introduction: International Intervention (and Non-intervention) in the Balkans," in
Siani-Davies (ed.), International Intervention in the Balkans, p. 20.

"9 That extension of OHR powers was agreed during a summit of the Standing Group held in Bonn in
1997. Hence, the Bonn powers.

29 On post-1995 developments in Bosnia, see Sumantra Bose, Bosnia after Dayton: Nationalist Partition
and International Intervention, London: Hurst and New York: Oxford UP, 2002.
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Second, the international community’s efforts in Bosnia-Herzegovina depended,
to a certain degree, on the political support of the neighbouring Croatia and Federal
Republic of Yugoslavia. The backing of Zagreb and Belgrade was essential for
controlling the separatist Serbs and Croats in Bosnia. That was a key reason MiloSevi¢
and Tudjman were amongst the signatories of the Dayton/Paris Accords. Third, all states
in the Balkans had to be induced to solve outstanding problems, establish better political
relations, and engage in cooperative schemes in the security and economic fields.
Symptomatically, Article 5 of Annex [-B to the Dayton Accord put forward ‘regional
stability in and around former Yugoslavia (emphasis added)’ as a key political objective.

The aftermath of Dayton saw concerted efforts to move forward with the above
priorities. In February 1996, the US, the Italian Presidency of the EU and Russia
summoned in Rome the Presidents of Croatia, Bosnia-Herzegovina and Yugoslavia
Tudjman, Izetbegovi¢ and MiloSevi¢. The summit was intended to push the trio to take
serious steps towards the implementation of Dayton.'?' The three politicians reconvened
six months later in Geneva invited by the US Secretary of State Warren Christopher. In
Geneva, they accepted, under Christopher’s pressure, the appointment of a US arbitrator
on the status of Bréko in northeastern Bosnia, and successfully pressed the Croats and the
Muslims to abolish their separate ministries.'” In short, the international community’s
assertive policy was instrumental for promoting cooperation amongst the ethnic actors in
Bosnia as well as between Bosnia-Herzegovina, Croatia and Yugoslavia.

Third, Western strategy pushed for regional cooperation in South East Europe.
The Dayton/Paris accords signaled the beginning of several initiatives in that field.

However, there was also a measure of competition between the EU and the US. As the

121 Reuters, 19 February 1996.
1221 o5 Angeles Times, 15 August 1996.

96



following sections show, though sharing a common strategic vision, the two soon found

themselves promoting different initiatives on the ground.

Security through sectoral cooperation: US initiatives after Dayton
The US policy in the wider Balkans focused on the Southeast European Cooperative
Initiative (SECI). SECI was conceived as an instrument to complement the Clinton’s

23

administration diplomatic and peacekeeping effort in Bosnia-Herzegovina.'> [t was
launched in July 1996 with a letter by President Bill Clinton addressed to all Balkan
foreign ministers.'** SECI sought to facilitate cross-border exchanges within South East
Europe. It reflected the idea that functional cooperation is a key factor contributing
towards greater political stability. At its core, SECI was a sector-specific strategy relying
on expert-level collaboration. It had several priorities, notably the promotion of regional
trade through improving border-crossing infrastructure, and the fight against transnational
crime. SECI relied primarily on funds drawn from the IFIs as the US did not back the
scheme financially. Having the US as a chief driving force, nonetheless, was considered
important for securing funds for the projects initiated and carried out under SECI. '

The US also made decisions about who is eligible to be included into SECI.
Originally, the scheme targeted the post-communist countries of the region, Turkey,
Greece and Hungary. Slovenia and Croatia first declined to take part fearing that SECI

was a covert plan to recreate Yugoslavia. However, pressure from the US made Slovenia

to reconsider its stance and join the initiative, while Croatia opted for observer status.

'** For an overview of US policy in the Balkans in mid-1990s, see F. Stephen Larrabee, *US Policy in the
Balkans: From Containment to Strategic Reengagement’ in Constantine Danopoulos and Kostas Messas
(eds.), Crises in the Balkans: Views from the Participants, Boulder, CO: Westview Press, 1997, pp. 275-97.
"** The initiative was steered by Richard Schifter, special adviser to the US Secretary of State.

" SECI's Statement of Purpose defined it as ‘a regional forum at political and expert level for the
discussion of regional economic and environmental issues.” Snezhana Shtonova, “Regional Co-Operation
and Strengthening Stability in Southeast Europe,” NATO Research Fellowships Report. Brusscels: NATO
Press Office, 1998, p. 33.
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SECI membership was tied to a minimum of political conditions set by Washington. That
was the reason why Yugoslavia soon found itself out of the scheme after Milosevi¢’s
attempt to partly annul the municipal elections in the autumn of 1996 to the detriment of
his political oponents. Admitting Belgrade was considered again in 1998, but the
deteriorating situation in Kosovo dissuaded the US. '%°

The inauguration of SECI by the US raised a few eyebrows in Brussels. It was
seen as clashing with the EU’s own policies in the Balkans, which led to frictions. The
EU opposed the US proposal to assign the coordination responsibilities to the OSCE
Secretariat in Prague. It took a year of consultations between the US and the EU before
the differences were overcome. The result was an agreement entitled ‘Points of Common
EU-US Understanding,” which paved the way to the inaugural conference held in Geneva
on 5-6 December 1996."*” Both documents reaffirmed SECI’s facilitating role in regional
cooperation and ensured that it was compatible with the EU’s Regional Approach and
Preaccession Strategy for Bulgaria, Romania and Slovenia. The latter objective was made
explicit in the Statement of Purpose signed by the participants in the initiative.'*®

With SECI, the US assembled a coalition of ‘supporting states’ from outside
South East Europe, which had by then become stakeholders in the process of regional

cooperation. [t was with the financial assistance of supporting states as the US, Germany,

Austria and Italy that a permanent office of SECI coordinator was set in Vienna in March

126 |opandi¢, Regional Initiatives, pp. 125-136; Shtonova, ‘Regional Co-operation,’ pp. 31-6.

27 The full texts of the Common Points and SECI’s founding declaration can be found at
<http://www.secinet.org/>.

¥ Point 7 of the document puts it bluntly: ‘SECI will focus on projects which will not compete with those
of other international initiatives or institutions, including particularly the EU’s policies and projects in the
region (e.g., Regional Approach, Pre-accession Strategy). SECI will be informed of the projects developed
by the Union, the U.S. and others, but will not have any oversight of them. SECI will ensure that the EU
and others providing assistance are informed of SECI’s work.” The tendency towards improved links
between Royaumont and SECI following the agreement is illustrated, inter alia, by the fact that the
initiatives’ coordinators started, in 1998, co-chairing a working party on the ‘Future of South East Europe’
at the Centre for European Policy Studies (CEPS). See the discussion of the Royaumont plan below.
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1997. The position was taken by a representative of an EU member state, the former
Austrian Vice-Chancellor Dr Erhard Busek. Busek was formally appointed by the OSCE
Chairman-in-Office, while SECI itself was officially placed under the auspices of the UN
Economic Commission for Europe (UNECE). The US played an important role in both
building up a coalition of states and institutions and securing political support in the
Balkans for its policy aimed at the promotion of regional cooperation. Still, coordination
problems accounted for the long gap between the Dayton peace and the operationalisation
of SECI, which was conceived as its complement.

In addition to SECI covering the whole of South East Europe, Washingon was
keen to foster cooperation amongst groups of friendly states in the region. In late 1995,
the US President announced a programme aimed at developing regional infrastructure.
Named the South Balkans Development Initiative (SBDI), it targeted Albania, Macedonia
and Bulgaria and revolved around the development of a corridor between the Black Sea
and the Adriatic by building roads, railways and pipeline facilities. SBDI was originally
backed by a grant from the US Trade and Development Agency, but relied chiefly on
private investment.'”” The AMBO (Albania-Macedonia-Bulgaria oil) corporation was
subsequently formed with the aim to develop a pipeline transporting Caspian oil from the

° AMBO enjoyed the support of the

Bulgarian port of Burgas to Vlora in Albania."”
Albanian, Macedonian and Bulgarian governments, who launched regular meetings at the

ministerial and heads-of-state level concentrating on issues related to the Black Sea-

'* Sonja Hinkova, ‘Bulgaria and Regional Co-operation in South-East Europe,” South-East European

Review, 2 (2),2002, p. 21.
BYU.S. Trade and Development Agency, Executive Summary Albanian - Macedonian - Bulgarian Oil

Pipeline Corporation (Trans-Balkan Pipeline Project), I May 2000.
<http://www.tda.gov/summaries/pdfs/99-70008A.pd >
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Adriatic corridor. A feasibility study and a secretariat funded by the US Trade

Department gave an additional boost to the project.”’

The EU and the Balkans, 1996-98
The Dayton/Paris Accords were seen opportunity for the EU to reassert its role in the
Balkans following its failure to halt the wars in former Yugoslavia in the early 1990s.
The Union sought to influence the processes of post-conflict reconstruction, political
democratisation and economic recovery and reform. In 1996-97, it redesigned its policy
towards the region by elaborating a new set of incentives and instruments. These included
granting trade access through autonomous trade measures (ATMs) and, subsequently,
Trade and Cooperation (‘first generation’) Agreements (TCAs), as well as aid under
community programmes such as PHARE and OBNOVA."*? These benefits were linked
with a series of requirements, including political and economic reforms, regional
reconciliation and cooperation. >

The EU also set forth a common basis for its hitherto variable policy vis-a-vis the
Balkan countries. In 1996-97, it launched the so-called Regional Approach for South East
Europe directed towards Albania and the bulk of Yugoslavia’s successor states, yet
excluding Bulgaria, Romania and Slovenia. What set the latter three countries apart was
the more advanced status of their institutional relationship with the EU: in the period

1993-96 they all had signed Europe Agreements and lodged membership applications.'>".

B! Tan Lesser, F. Stephen Larrabee, Michele Zanini, Katia Vlachos, Greece's New Geopolitics. Washington
D.C.: RAND, 2001, pp. 95-6.

132 The EC launched PHARE in December 1989. Originally aimed at Poland and Hungary, the programme
was later extended to all Central and Eastern European countries. OBNOVA (meaning ‘renewal’) was an
instrument initiated in 1996 to help the reconstruction efforts in former Yugoslavia.

3 Dimitris Papadimitriou, ‘The European Union’s Strategy in the Post-Communist Balkans: On Carrots,
Sticks and Indecisiveness,” Journal of Southeast European and Black Sea Studies, 1 (3), 2001, pp. 69-94.
134 On Slovenia’s relations with the EU during the 1990s, see Irena Brinar, ‘Slovenia: from Yugoslavia to
the European Union,” in Kristie Henderson (ed.), Back to Europe: Central and Eastern Europe and the
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The commitment given at the Copenhagen Summit (1993) to the candidate states
contributed to differentiation within South East Europe because the Regional Approach
was at best a ‘pre-pre-accession’ framework and was not underpinned by any credible
promise of membership. In addition, the EU resolved that integration at the regional level
should accompany and even precede and integration into its structures. It made closer
relations with the Regional Approach states conditional on their willingness to cooperate
amongst themselves on security, political and economic matters. The EU highlighted,
inter alia, the return of refugees and internally displaced persons as well as cooperation
with the Hague-based International Criminal Tribunal for former Yugoslavia (ICTY).l3 :
The cooperation requirement incorporated in the Regional Approach was of
considerable importance as it marked a turn from the EU policy towards other groupings
in post-communist Europe (the Viségrad four, CEFTA, the Cooperation Council of the
Baltic States etc.) It was not that precedents were totally lacking. The Balts were
similarly asked to make ‘every effort’ to cooperate amongst themselves. Similarly, the
1996 Europe Agreement of Slovenia urged the country to cooperate with the other

membership candidates.'*®

However, the important difference was that the former
Yugoslav republics (Slovenia excluded) and Albania were not part of the enlargement

process and membership was, at best, a remote prospective. This meant that cooperation

European Union, London: UCL Press, 1999, pp. 241-59. On Romania and Bulgaria, see respectively David
Phinnemore, ‘Romania and Euro-Atlantic Integration since 1989: A Decade of Frustration?’, in Daniel
Light and David Phinnemore (eds.), Post-Communist Romania: Coming to Terms with Transition,
London: Macmillan, pp. 245-69, and Vesselin Dimitrov, 'Learning to Play the Game: Bulgaria's Relations
with Multilateral Organisations,’ Southeast European Politics, 1 (2), 2000, pp. 101-14. On enlargement,
from the perspective of the mid-1990s, see Graham Avery and Frazer Cameron, The Enlargement of the
European Union, Sheffield: Sheffield Academic Press, 1998.

135 1903d General Affairs Council Conclusions, 26 February 1996, PRES/96/33, European Commission
Report from the Commission to the Council and the European Parliament COM (96) 476 final, 2 October
1996. The conditionality principle was also established vis-a-vis the three core Yugoslav successors:
Bosnia-Herzegovina, Croatia and FR Yugoslavia by the General Affiairs Council during its meeting on 29-
30 April 1997, PRES/97/129 of the 2003rd Council Meeting - General Affairs - Luxembourg, 29-30 April.
1997.

136 David Phinnemore, ‘Stabilisation and Association Agreements: Europe Agreements for the Western
Balkans?’ European Foreign Affairs Review, 8 (1), 2003, p. 87.
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could be considered an end in itself and not a step towards future accession as in the case
of Slovenia and the Baltics. With the decision taken at the 1997 Luxembourg Council to
start negotiations with Estonia, but not with Lithuania and Latvia, the EU indicated that
moving at one’s own speed towards membership could be considered a priority over
regional bundling. It was far from clear that the Balkan countries would be treated
according to the differentiation principle. While in the candidate states the EU assessed
the progress of each individual state against a common set of conditions and benchmarks,
in the Balkans it insisted on outcomes, which could only be fulfilled through joint action.
There was another important difference. When the EU talked about interstate
cooperation amongst the candidate states, it was more concerned with bilateral political
issues, less so with multilateral arrangements. Under the first Copenhagen criterion, each
candidate state had to ensure minority rights were adequately protected within its
territory. This was a direct consequence of the new sensitivities raised by the incidence of
ethnic conflict in the post-communist world. Nearly all minority issues had an
international aspect: the status of the Hungarians in Slovakia or the Poles in the Czech
Republic, for instance, could not be divorced from the relations between the kin country
and the country where the particular minority resided. This prompted the EU Presidency
to inaugurate in May 1994 the Pact for Stability in Europe, originally proposed by French
Prime Minister Edouard Balladur in April 1993. The Pact put forward ‘good
neighbourliness’ as a key entry condition and required all countries of Central and
Eastern Europe to resolve all outstanding political issues, notably those relating to

minorities."””” To quote the then French Minister of European Affairs Allain Lamasure,

137 On the Pact for Stability, see Takako Ueta, 'The Stability Pact: From the Balladur Initiatives to the EU
Joint Action,” in Martin Holland (ed.), Common Foreign and Security Policy: The Record and Reforms,
London: Pinter, 1997, pp. 92-105. Also Karen E. Smith, The Making of EU Foreign Policy. The Case of
Eastern Europe, London: Palgrave Macmillan, 1999, pp. 155-60.
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‘admission [to the EU] is only possible for countries that maintain good relations with
their neighbours. No country with unsettled border of minority conflicts will be allowed
to join.”"*® In 1995-97, the Pact led to the signature of 21 friendship treaties between
dyads of states.”” However, the Pact did not apply to the Balkans, with the notable
exception of Romania.'*

One of the significant implications of the Pact for Stability was that cooperation
politics focused on bilateral, rather than at the multilateral level as in South East Europe.
While the 1993 Copenhagen membership criteria implied better political relations with
neighbours and the resolution of outstanding minority and border issues, multilateral
cooperation as such had never been elevated into a precondition for joining the EU. The
EU looked favourably at the budding cooperation schemes and institutions on the eastern
fringe like (CEFTA, Viségrad, the Baltic Council), but did not make their reinforcement a
cornerstone of its enlargement policy, which relied much more on bilateral instruments.
In a special report, the European Commission pointed out that the strategic goal remained
eastwards enlargement and the Union should support only regional initiatives, which
were compatible with the participants’ bilateral arrangements with the EU and its

1

members.'*' Finally, the PHARE programme supported cross-border co-operation

8 The Economist, 18 March 1995, p. 55.

% On the treaties, see Kinga Gal, ‘Bilateral Agreements in Central and Eastern Europe: A New Inter-State
Framework for Minority Protection?,” ECMI Working Paper No 4, Flensburg: European Center for
Minority Issues, May 1999. Besides the agreements, the Stability Pact convened multilateral regional
tables in Central Europe and the Baltics but these were not institutionalised and had a secondary
importance.

"% For instance, Greek-Albanian dispute over Northern Epirus remained outside the scope of the Pact as it
involved a member state and a non-associate country. See Karen E. Smith, The Making of EU Foreign
Policy, p. 157.

"I Report from the Commission to the Council on Regional Cooperation in Europe, Brussels, 1 December
1997, COM (97) 659 final, points 20 and 21, p. 6
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between two candidate states or between a candidate and member state, and hence
promoted bilateral, rather than multilateral/regonal, forms of cooperation.'*

In its Regional Approach towards the Balkans, however, Brussels opted for a
different balance between bilateral conditionality and regionalism, which reflected local
circumstances. The disintegration of Yugoslavia had led to the establishment of a number
of independent states, which were bound together by a plethora of political and security-
related issues. Once the 1995 Dayton Peace ended the Bosnian war, it became clear that
the new constitutional framework it established was dependent on the good relationship
between Sarajevo, Belgrade and Zagreb. Moreover, there was a consensus that the
stabilisation efforts should also include Macedonia and Albania. The presence of a
sizeable Albanian population within the Yugoslav province of Kosovo and in western
Macedonia provided a straightforward rationale for such an approach.

The EU strategy spelled out in the Regional Approach had a significant impact:
(1) 1t outlined the borders of the future Western Balkan group, (2) established a
conditionality regime loosely linked to the Copenhagen criteria of 1993 without actually
mentioning membership, and (3) made regional cooperation a prerequisite for
rapprochement with Brussels. Doing so, the EU elevated it into an element of its

3 In the

conditionality, a novel development compared with the enlargement context.
Western Balkans, Brussels did not just encourage but actually demanded joint efforts by

the states in question, before any concessions could considered. However, the new policy,

in effect, reinforced the preexisting differentiation within the Regional Approach group.

142 On INTERREG, see Centre for Liberal Strategies, Current State And Prospects for the Development of
Regional Co-operation Between the Countries of South Eastern Europe, CLS: Sofia, 1997, pp. 56-9.

'3 Radovan Vukadinovi¢, ‘Yugoslavia: International Efforts to Link Peace, Stability and Democracy’ in
Alex Pravda and Jan Zielonka (eds.), Democratic Consolidation in Eastern Europe, Vol 2: International
and Transnational Factors, Oxford: Oxford UP, 2001, pp. 447-8. See also Othon Anastasakis, ‘Towards
Regional Cooperation in the Balkans: An Assessment of the EU Approach’ in DuSko Lopandi¢ (ed.),
Regional Cooperation in South Eastern Europe, pp. 30-33.
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EU conditionality privileged states like Albania and Macedonia whose cooperative
attitude and commitment to democratisation were rewarded, even prior to the Regional
Approach, with TCAs and inclusion in the PHARE programme. Conversely, it penalised
Croatia and Yugoslavia headed by the authoritarian Tudjman and Milo3evi¢.'** Bosnia
occupied a middle position as it did not have a TCA, but benefited from trade access to
the EU market and PHARE assistance.

However, the EU also crafted more inclusive multilateral policies along the lines
of the US-promoted SECI. It had to think about ways of involving Slovenia, Romania
and Bulgaria, which it saw as inhibiting the same geographical perimeter and/or sharing
many similar problems with the post-Yugoslav republics, without necessarily being part
of the post-Dayton security structure. It supplemented the Regional Approach, forming
the core of its Balkan policy, with the so-called Royaumont scheme. Put on the table by
France, the scheme was seen at the time as an attempt to balance the US activism in

South East Europe.'*

On 13 December 1995, during the signing of the Paris component
of the Dayton Accords, delegations from the Regional Approach states and the
membership applicants (Bulgaria, Romania, Slovenia, Turkey) gathered in the
Royaumont Palace and issued a declaration obliging them to foster good neighbourly
relations in the region. The Royaumont Process also involved also the EU Member
States, Hungary, US, and Russia. Royaumont was clearly inspired by the Pact on

Stability, yet another French initiative, though diverged from its model in a number of

ways, notably the emphasis on multilateral cooperation and civil society dialogue in

144 yygoslavia was considered ineligible for PHARE aid while Croatia was included in the programme in
1994, The August 1995 offensive against the Serb separatists in Krajina made the EU stop the money for
Zagreb. Both Yugoslavia and Croatia, however, were granted ATMs. Albania was admitted into PHARE
soon after the fall of the Ramiz Alia regime in 1991 and concluded a TCA with the EU in 1992. Macedonia
joined PHARE in 1993 and signed a TCA in 1997. Papadimitriou,‘The EU’s Strategy’; Lopandi¢, Regional
Initiatives, pp. 183-4.

145 Shtonova, ‘Regional Cooperation,” pp. 26-7
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addition to bilateral reconciliation. On 27 February 1996, the EU Council adopted a
common platform, which put forward the objectives of stabilising Bosnia-Herzegovina
and creating greater stability in South East Europe through good-neighbourliness treaties
and political dialogue. The participating states started meeting regularly at the level of
political directors, but never convened a summit of foreign ministers. At the same time,
Royaumont followed the method of multiple-channel diplomacy. It focused on fostering
dialogue amongst parliaments, municipalities, civil society organisations, media, trade
unions etc. in the region, with a particular emphasis on the ex-Yugoslav republics.'*®

The Royaumont scheme took off the ground slowly. It gained momentum in 1997
when the EU Council of Ministers appointed the former Greek minister and
parliamentarian Panagiotis Roumeliotis as a coordinator.'*’” Slow progress was due to the
unclear ownership of the scheme. Although it was assumed that OSCE would eventually
take Royaumont into its fold, in November 1998, the EU Council decided to bring it
under the CFSP umbrella.'*® This indicated that the EU was the primary institutional
anchor and external stakeholder in the process. The European Commission and the
several member states were the main donors for projects initiated under Royaumont. The
Jatter, however, did not exceed 2 million US dollars in value, which made it clear that
Royaumont was of secondary importance and had a complementary role vis-a-vis the
other two EU instruments, the Regional Approach and the Pre-accession process for
Slovenia, Bulgaria and Romania. Unsurprisingly, the initiative enjoyed little publicity

outside the diplomatic and NGO communities in the region, which were its main

14 Shtonova, ‘Regional Cooperation’; Lopandi¢, Regional Initiatives, pp. 117-24.

147 Lopandi¢, Regional Initiatives, p. 120. Roumeliotis was later promoted to the position of a ‘special
representative.’

% Common Position on the Process of Stability and Good-Neighbourliness in South East Europe,
98/633/CFSP, 12 November 1998.
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beneficiaries.'*’

NATO's policy on regional cooperation and South East Europe
Similar to the EU, NATO, too, crafted in the mid-1990s a policy of fostering regional
cooperation amongst the post-communist states on its eastern fringe. This was one of the
main objectives in the Partnership for Peace (PfP) programme launched at the Brussels
summit in January 1994. PfP featured different forms of cooperation between the target
states, on one hand, and the Alliance and its members, on the other, including joint
exercises and exchange of military personnel. Importantly, the initiative was also aimed
at improving political relations between neighbouring states in NATO’s periphery.'
Indeed, NATO formulated its own policy of good-neighbourliness conditionality in
exchange for closer engagement with the states of the former communist bloc, many of
which singled out membership in the Alliance as their strategic foreign policy goal.”! It
was identical to the bilateral model embraced by the Balladur Pact, and thus differed
from EU’s Regional Approach. The North Atlantic Council’s ‘Study on NATO
Enlargement’ (1995) singled out two particular aspects on that agenda:

‘Fostering in new members of the Alliance the patterns and habits of

cooperation, consultation and consensus building which characterize

relations among current Allies;

Promoting good-neighbourly relations, which would benefit all countries in
the Euro-Atlantic area, both members and non-members of NATO;” '*?

"1 opandi¢, Regional Initiatives, p. 124. For a critical perspective on Royaumont, see European Stability
Initiative, ‘The Stability Pact, Lessons from a Decade of Regional Initiatives,” Berlin, ESI, September
1999. pp. 4-5.

150 ‘Partnership for Peace: Invitation,” Press Communiqué M-1(94)2, issued by the Heads of State and
Government, participating in the Meeting of the North Atlantic Council, NATO Headquarters, Brussels,
10-11 January 1994.

151 A prief overview of NATO’s conditionality is contained in Jeffrey Checkel, ‘Compliance and
Conditionality,” ARENA Working Paper 00/18, University of Oslo, 2000.

152 North Atlantic Council, ‘Study on NATO Enlargement,’ Brussels, September 1995.
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At the same time, NATO, not unlike the EU, placed a greater emphasis on direct relations
with the individual participating countries. PfP worked mainly through Individual
Partnership Programmes focusing on critical areas such as defence planning and
budgeting, civil-military relations etc, rather than on classical good-neighbourliness
issues as disarmament or confidence-building. '>*

Generally speaking,the Alliance combined more effectively that the EU the bilateral
and multilateral elements in its strategy towards Central and Eastern Europe. For
example, 1t provided some clear-cut templates and guidelines for the development of
interstate cooperation. In 1993, during an informal meeting held in Germany, the
Member States defence ministers launched its Combined Joint Task Force (CJTF)
concept. It involved the formation of multinational units with the participation of member
and non-member (PfP) states’ forces suited for peacekeeping and humanitarian
operations in conflict-ridden areas. The particular task would determine the personnel
composition and profile of any given CITF during mission. The CJTF concept was
endorsed at the 1994 Brussels Summit initiating PfP. This move integrated the concept in
the programme and elevated it into a priority under the North Atlantic Cooperation
Council (NACC)."* In the mid-1990s, a number of peacekeeping units were formed by
the PfP countries using elements of the CJTF template. Examples included battalions
built jointly by Poland and Lithuania, Poland and Ukraine, Hungary and Romania, as
well as by the three Baltic states (Lithuania, Latvia, Estonia). In addition, Austria,
Romania, Hungary, Slovakia, Slovenia launched the so-called Central European

Cooperation (CENCOOP) initiative geared towards the creation of a CJTF. These PfP

133 Jeffrey Simon, ‘Partnership For Peace (PfP): After the Washington Summit and Kosovo,” National
Defense University Strategic Forum, No 167, August 1999.

154 NACC was a consultative body set up in 1991 to foster dialogue between NATO and the former
Warsaw Pact members.
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units took part in the IFOR (later SFOR) contingent in Bosnia-Herzegovina. Initiated by
neighbouring states, they constituted a form of regional cooperation beneficial for NATO
integration. Participation in CJTF was seen as a vehicle for promoting greater security at
the interstate level, adjusting better to the NATO technical standards, and, more
generally, demonstrating to the Pact one’s democratic and cooperative credentials.

When several South East European states acceded to PfP in 1994-95, they had to
also sign up to NATO’s regional cooperation agenda.155 Slovenia, Romania, Bulgaria,
Macedonia and Albania all took an active part in the programme to the extent that by
1997 when the Madrid Summit was deciding on NATO’s first enlargement the first two
countries were even considered as having good chances to be amongst the invited. The
desire to be invited for membership made all PP states in the region put some effort into
meeting the entry criteria. They all implemented various politico-military measures at the
bilateral and multilateral level to move closer to the target they had set themselves.
Added to members Greece and Turkey, the PfP countries in South East Europe formed a
pro-NATO regional grouping, which was receptive towards multilateral imitiatives
coming from Brussels and Washington. NATO’s influence was felt even in countries
which were formally not part of PfP. In Bosnia-Herzegovina, the Alliance implemented a
range of confidence-building measures amongst the armies of the Bosniak-Croat
Federation and Republika Srpska pursuant to the clauses of the Dayton Accords. In sum,
after 1995, NATO was seriously pushing for security cooperation in South East Europe
by making use of its membership conditionality, the PfP toolkit and, more broadly, the

key role it enjoyed in the region. However, the Alliance effort was constrained by the fact

155 Romania, Bulgaria, Albania and Slovenia joined P{P in January-March 1994. Macedonia’s accession
was delayed by the dispute with Greece over its name and national symbols. It finally joined PP on 15
November 1995, after a compromise agreement was signed with Athens. Croatia became part of the
initiative on 25 May 2000 after the change in government four and a half months beforehand.
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that important states like Croatia and the Federal Republic of Yugoslavia remained

outside PfP.

III. Back to the Balkans: international policy after the Kosovo crisis

Kosovo and its regional impact
The Kosovo crisis of 1998-99 dealt a blow to the precarious stability established with
Dayton, exacerbating many of the outstanding regional problems. As NATO launched its
bombing campaign against Yugoslavia in late March 1999, hundreds of thousands of
Kosovar refugees poured in neighbouring Albania and Macedonia putting to the test the
faltering state institutions. To make things worse, the massive Albanian influx into
Macedonia dramatically changed the ethnic makeup of the country, reviving the fears of
conflict spillover.156 The Romanian and Bulgarian governments’ decision to grant air
corridors to NATO airplanes attacking Yugoslav territory was met with considerable
popular disapproval. In Greece as well as in Macedonia the official support for NATO
spurred mass street protests. In addition, operation Allied Force contributed to the
deterioration of the already poor economic conditions in the region by damaging
infrastructure, adversely affecting cross border transport and trade and deterring foreign
investors. The measure of regional security and multilateral cooperation was put into
question.

At the same time, NATO’s war against Yugoslavia led to a substantial overhaul of
the international strategies to address the tangled web of Balkan issues. The success of
the campaign sanctioned by the Kumanovo Agreement of June 1999 led to the setup of

yet another protectorate in the region, hence increasing Western peacekeeping and aid

¢ For an in-depth discussion of the Kosovo crisis, its roots and implications, see Tim Judah, Kosovo: War
and Revenge, New Haven CT: Yale UP, 2000, and Florian Bieber and Zidas Daskalovski (eds.),
Understanding the War in Kosovo, London: Frank Cass, 2003.
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commitments. International administration was backed by the NATO-led KFOR troops
deployed in Kosovo. For its part, the UN Security Council passed Resolution 1244 (10
June 1999) establishing the legal basis for UNMIK, the UN administration in charge of
running the province. The NATO intervention and the transformation of Kosovo into an
international protectorate, albeit under nominal Yugoslav sovereignty, raised questions
about the future of Western policy in the Balkans. There was the realisation that a large-
scale strategy was urgently needed to prevent future conflicts, boost post-war

reconstruction effort and bring the region firmly into the Western ambit.

The Stability Pact for South East Europe

The above realisation underpinned the diplomatic efforts of the international community
in South East Europe during the summer of 1999. The German Presidency of the EU
soon assumed a leading role in the search for a formula to prevent future conflagrations,
by stimulating reconciliation and economic recovery in the Balkans. There were
important reasons for the EU activism. The crisis had challenged the EU’s ability to solve
conflicts in its own periphery. It also led to questions about the Union’s foreign policy
capabilities. The crisis had demonstrated the overwhelming dependence on US military
power, bringing back the memories about the ineffective handling of the Bosnian war."’
If the EU was unable to reverse ethnic cleansing by staging successfully military and
diplomatic interventions, it still had a chance to prove itself as a promoter of

democratisation, reconstruction and economic growth. As noted by Lykke Friis and Anna

Murphy, the EU continued to see itself as a security actor wishing to engage more closely

157 Carl Bildt, ‘Déja vu in Kosovo,” Financial Times, 9 -10 June 1998.
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in conflict management in line with the so-called Petersberg Tasks incorporated in the
Amsterdam Treaty of 1996 (coming into force on 1 May 1999)."*®

In the first months of 1999, the German Presidency launched a proposal for a
Stability Pact for South East Europe (SP) and presented it to the EU Council on 1 April, a
few days after the bombings started.”® The initiative clearly drew on the first Stability
Pact of 1994-95, but emphasised the principles of regionalism and multilateralism. It was
driven by an ambition to address not only the existing conflicts as such, but the very roots

of violence and instability in the Balkans.'®

The keystone of the SP, as conceived by the
German Presidency, was offering the Regional Approach countries more clear-cut
membership perspective. This approach was grounded on the idea of providing a defined
set of incentives to the local populaces and governments to push for political and
economic transformation across the region. The German Presidency foresaw new types of
association arrangements between the EU and the countries in question as the core of the
Pact. Thus, the SP was cast as an all-encompassing strategy for the Balkans and meant to
encourage domestic reforms, integration into the EU, and regional cooperation, all at the
same time.

However ambitious the SP was, it was also clear that the initiative was put

together in a hasty manner, very much under the pressure of circumstances. Far from

being an elaborate strategy, it reflected the EU’s conviction that ‘something had to be

18 Lykke Friis and Anna Murphy, ‘Turbo-charged Negotiations”: the EU and the Stability Pact for South
Eastern Europe,’ Journal of European Public Policy, 7 (5), 2000, pp. 767-86.

159 Some momentum towards a similar initiative had been built during the Austrian Presidency in the latter
part of 1998. The Vienna Council (11-12 December 1998) adopted a document named ‘Common Strategy
on the Western Balkans’ in a bid to upgrade the available instruments. Rafael Biermann, ‘The Stability Pact
for South Eastern Europe -Potential, Problems and Perspectives,” Discussion Paper C56, Centre for
European Integration Studies, Bonn University, 1999, pp. 12-3.

10 A5 Joschka Fischer put it at the time, ‘The previous policy of the international community vis-a-vis
formerYugoslavia had two severe deficits: It concentrated on the consequences instead of on the sources of
conflict, and it tackled the problems of the region individually and separately from the ones in other parts of
Europe.” Speech at the Joschka Fischer, at the Conference of the Foreign Ministers concerning the Stability
Pact for South Eastern Europe, Cologne, 10 June 1999. Quoted in Biermann, ‘The Stability Pact,’ p. 6.
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done.”'®" The German Foreign Ministry was, in principle, relatively successful in selling
the SP to the EU and the international commuinty.'®* It secured the backing of all other
important actors involved in the Balkans. The Pact was supported by a joint IMF and
World Bank conference, by NATO as well as by the G8 foreign ministers who met in
May.'® The imperatives of coalition building determined the choice of the OSCE as the
umbrella institution for the Pact. With the OSCE in charge of the scheme, one could
bring in the US and Russia. (The OSCE working-table model also inspired the
institutional structure of the proposed SP, which relied on a regional table and issue-
specific subtables.) However, getting the major international players aboard was not a
smooth process. Controversial issues included the nature of NATO involvement, US-EU
relations, and the level of EU commitment towards South East European participants.
Toning down the NATO membership content was crucial for securing Russia’s support
for the Pact. This, however, prompted the UK government to insist on giving the SP
limited mandate in the field of military security in order to avoid competition with pre-
existing PfP programmes in the region. Complications arose also concerning the US role
in the initiative. Washington was perceived as using the Pact as a lever to make the EU
open its doors for more candidate states, a development opposed by many EU members.
The question of the character of EU commitments under the SP emerged as a
stumbling block during both the planning and the intra-EU negotiation stage.'® At the
end of the day, under pressure from France and other members, the German Presidency

had to dilute its initial proposals to include EU membership as the uitimate goal and

'! Eriis and Murphy, ‘Turbo-charged Negotiations,” pp. 773-4.

162 See Friis and Murphy for an account of the progress of the German plan through the EU institutions in
the period April-June 1999.

163 David Phinnemore and Peter Siani-Davies, ‘Beyond Intervention? The Balkans, the Stability Pact and
the European Union,” in Siani-Davies (ed.), /nternational Intervention, p. 174. It should be noted that at
this point Germany was presiding over the G8.

184 Biermann, ‘The Stability Pact,” p. 14-8.
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define the SP mission in very vague terms as 'draw[ing] the region closer to the
perspective of full integration.” More significantly, the text of the SP framework
document featured no mention of the enlargement article contained in the Amsterdam
Treaty as originally envisaged. Yet, to demonstrate the EU’s commitment to
enlargement, the endorsed text included a reference to the Copenhagen condition and
membership perspective somewhere down the line.'®’
The EU foreign ministers adopted the Pact on 17 May 1999. It was inaugurated

only after the end of the Kosovo war, during a ministerial in Cologne (10 June 1999)
followed by a special summit in Sarajevo (30 July 1999). The Pact’s framework
document and the Sarajevo declaration outlined an ambitious set of economic, political
and security-related objectives.'®® Though it was projected as an all-out solution designed
to generate peace and material prosperity in the region, the initiative’s underlying
objective, at least seen from the viewpoint of South East Europe, was much more direct:

“The EU will draw the region closer to the perspective of full integration

of these countries into its structures. In case of countries which have not yet

concluded association agreements with the EU, this will be done through a

new kind of contractual relationship taking into account the individual

situations of each country with the perspective of EU membership, on the

basis of the Amsterdam Treaty and once the Copenhagen criteria have been

met. We note the European Union’s willingness that, while deciding

autonomously, it will consider the achievement of the objectives of the

Stability Pact, in particular progress in developing regional co-operation

(emphasis added), among the important elements in evaluating the merits of
such a perspective.’'®’

1% The formula was reached at the General Affairs Council on 17 May 1999. This paragraph draws heavily
on Friis and Murphy account.

166 Here is a shortlist of the Pact’s objectives: (1) preventing and putting an end to tensions and crises as a
prerequisite for lasting stability, (2) bringing about mature democratic processes; (3) encouraging regional
confidence building measures; (4) preserving the multinational and multiethnic diversity of countries in the
region, and protecting minorities; (5) creating vibrant market economies; (5) fostering economic
cooperation in the region and between the region and the rest of Europe and the world; (6) promoting
unimpeded contacts among citizens; (7) combating organized crime, corruption and terrorism and all
criminal and illegal activities; (8) preventing forced population displacement; (9) ensuring the safe return
of all refugees; (10) creating the conditions, for countries of southeastern Europe, for full integration into
political, economic and security structures of their choice. Point 10, ‘Stability Pact for South East Europe,’
Cologne, 10 June 1999.

187 point 20, Stability Pact.
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Thus, the Pact provided that regional cooperation and association with the EU were two
interlinked processes. Despite its hesitation as to what instruments it should use, the EU
finally assumed the role of a primary stakeholder in the politics of reconstruction and
regionalisation in South East Europe. However, the EU was not alone in its endeavour. It
saw itself as a coalition leader, rather than a unilateral actor. In the words of Lykke Friis
and Anna Murphy, ‘the EU consciously launched the initiative but did not own it.”'®® The
Pact featured a motley collection of South East European and extraregional states,
international organisations and financial institutions, local cooperative initiatives (see
Table 3.1). The picture was equally variegated on the receiving end. The Pact was not
intended only for the Western Balkan group of states but also for Romania and Bulgaria,
two candidate countries that had already concluded Europe Agreements and were in the
process of implementing their European Accession Partnerships. Thus, unlike the
Regional Approach, it targeted all seven post-communist countries of South East Europe
assuming there were important economic, political and security linkages and similarities
that justified such an approach.'® Of course, Yugoslavia, still under the rule of
MiloSevi¢, was not part of the the SP, but the latter made it clear that its doors were

opened should a regime change occur in Belgrade. 170

'8 Eriis and Murphy, ‘Turbo-Charged Negotiations,” p. 773 (emphasis original).
%9 Biermann, ‘The Stability Pact,” pp. 10-2. '
"0 point 10, Stability Pact.
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Table 3.1: SP Participants

Type Actors

Participating states Albania, Bosnia-Herzegovina, Bulgaria, Croatia, Macedonia, Romania'”'
(beneficiaries)

Participating states Hungary, Slovenia, Turkey
(non-beneficiaries)

Facilitating states EU Member States, Japan, Russia, US, Canada, Norway (after 2000), Switzerland

(after 2000)
International European Investment Bank (EIB), European Bank for Reconstruction and
Financial Development (EBRD), World Bank, Council of Europe Development Bank
Institutions
International OSCE, EU (via the European Commission), OECD, Council of Europe, NATO
Organisations
Regional South East Cooperation Initiative (SECI), South East European Cooperation
Cooperation Process (SEECP), Central European Initiative (CEI), Black Sea Economic
Initiatives Cooperation (BSEC)'"

Source: www. stabilitypact.org

Although it was not set up as an international organisation but rather as an open-
ended process, the SP nevertheless went some way towards institutionalisation. It
adopted from the very start a complex multi-tier structure. The Pact was headed by a
Special Coordinator based in Brussels. On 28 June 1999, the senior German politician
Bodo Hombach proposed by the EU was appointed to the position.'” Funded by the EU

budget, the Special Coordinator was put in charge of mediating between the various

7! Since 1999, Montenegro has participated in the Pact as an observer (‘Guest to the Chair’). Yugoslavia
joined the SP in October 2000. Moldova became the ninth beneficiary state by joining the Pact in June
2001.

172 The Black Sea Economic Cooperation was established in 1992 on Turkey’s initiative. Its members
included the six riparian countries, Albania, Moldova, Azerbaijan, Greece, and Armenia. BSEC was
institutionalised and became an international organisation in 1999. See Oleksandr Pavliuk and lvanna
Klympush-Tsintsadze, The Black Sea Region: Cooperation and Security Building , Armonk NY, London:
Sharpe, 2000; Mustafa Aydin, ‘Europe’s Next Shore: the Black Sea Region after EU Enlargement,’
Occasional Paper no 53, EU Institute for Security Studies, Paris, 2003.

' Greece pushed initially for the appointment of Panagiotis Roumeliotis. It reversed its position only when
Thessaloniki, and not Pristina as originally proposed, was chosen to be the seat of the European Agency for
Reconstruction. Friis and Murphy, ‘Turbo-Charged Negotiations,” p. 776.
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participants in the process.'’* In doing that, he was assisted by a small staff seconded
from by the states taking part in the SP. The latter were represented in the Regional Table
meeting at ministerial level twice a year to keep track of the Pact’s activities. The bulk of
the SP work was carried out by its three working tables focusing, in accordance with the
OSCE template, on human rights and democracy, economic reconstruction and

development, and security.'”

The Royaumont Process was, therefore, merged with
Working Table I on account of their overlapping priorities. This was not the case of
SECI, however, which continued running parallel to the SP’s Working Table II dealing
with similar issues. The working tables were in charge of proposing specific projects in
the given policy-areas and monitoring their implementation. Some of the taskforces and
working groups, however, were aimed at joint initiatives by the participating
governments based on programme documents outlining a set of common goals. The
Working Tables were co-chaired by seconded international functionaries (coming from
the international organisations and facilitating countries involved in the Pact) and the
participating countries rotating each six months. The work of the Pact was also aided by
coordinators at the national level.

The SP was designed as a channel for increased foreign assistance to the region
and was kept afloat by a broad international coalition of donors. However, since the Pact
did not possess funds of its own it effectually became an intermediary structure between

donors and beneficiaries. That highlighted the role of the outside actors included in the

Pact, notably the EU, its Member States and the IFIs. They formed the so-called High

' The non-EU staff in the Special Coordinator’s office were paid by the states and organisations
seconding them. The overall budget of the Brussels office amounted to 2 million euro. European Stability
Initiative and EastWest Institute, ‘Democracy, Security and the Future of the Stability Pact,” Berlin, April
2001, p. 9.

17 OnpOSCE evolution and structure, see Heinz Vetschera, ‘The Role of the Organisation for Security and
Cooperation in Europe’ in Paul Luif (ed.), Security in Central and Eastern Europe: Problems, Perceptions,
Policies, Vienna: Austrian Institute for International Affairs, pp. 343-70.
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Level Steering Group (HSLG) whose task was to coordinate the financial aid flowing to
South East Europe. It was co-chaired by the European Commission and the World Bank
and was in charge of vetting the projects submitted by the recipient states. The World
Bank and the Commission co-convened two donor conferences in Brussels (March 2000)
and Bucharest (October 2001). The conferences effectively made the Working Table I
the leading one within the Pact, which was in line with local expectations. The SP’s
economic bias meant that the HLSG -- that is the EU and the IFIs - was the most

important stakeholder as well as the most influential actor included in the process.
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Figure 3.1: Structure of the Stability Pact'™

High Level Steering Group
Co-chaired by the World Bank and the
European Commission, finance ministers
of the G8 and the country holding the EU
presidency

Special Coordinator
Appointed by the EU Council in
consultation with the facilitating states and
organisations.

Supported by 30 staff seconded by
national governments

NS

Regional Table
Intergovernmental body chaired by the Special
Coordinator. All SP participants are represented.
Foltows the work of the Special Coordinator and the
Working Tables.

Working Table I: Democracy and Human Rights

Issues and taskforces
Minority and human rights, Refugee returns, Good
governance, Gender, Media, Education and youth,
Parliamentary cooperation, Szeged Process’

Working Table II: Economic Reconstruction,
Cooperation and Development

Issues and taskforces
Regional trade, Infrastructure (led by EIB), Economic
reform, Investment compact (led by OECD), Private sector
development (led by EBRD), Business Advisory Council, e-
Balkans, Environment, Vocational training, Social cohesion

Working Table III: Security

Subtabie on defence issues
Defence planning and demoblisation, Arms control, Small
arms, Military contacts, Demining (Reay Group), Disaster
preparedness

Subtable on justice and home affairs
Anti-corruption, Fight against organised crime, Migration
and asylum , Human trafficking

Source: www stabilitypact.org

76 All priority areas under the SP are given as they appeared at its inception in 1999. There were
introduced certain changes in all three Working Tables during the following years.
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The two donor conferences made apparent the economic bias of the SP. While the
Pact’s programmatic document The Thessaloniki Agenda for Stability presented a
balanced picture on the priorities ahead and emphasised issue-areas which fell under all
three working tables, the truth was that infrastructure development was the main focus of

the donors’ strategy. '’

That was reflected in a voluminous policy paper drafted by the
World Bank before the donor conference in Brussels and entitled ‘The Road to Stability
and Prosperity in South East Europe.” The World Bank’s recipe listed economic and good
governance reforms at home backed up by more trade and improved infrastructure within
the region.'”® It was the last aspect that came into the spotlight. A report released by the
think-tank European Stability Initiative in 2001 estimated that projects falling under
Working Table II accounted for 81 per cent of the 1.6 billion euro in grants and loans
pledged at the Brussels conference under the so-called Quick Start Package (1.2 billion
euro). (The respective figures for the other two working tables were 16 per cent (340
million euro) for the first and 3 per cent (55 million euro) for the second one.) Most of
the Working Table II funds (ca 1.1 billion euro) were allotted to road construction and
renewal. An additional 800 million euro was pledged for ‘near term projects’, all under
Working Table IL.'” If the Pact’s initial purpose was to enhance the EU’s role as

security-provider in the Balkans, it soon evolved into a clearing house for coordinating

infrastructure-development aid.

"7 “The Thessaloniki Agenda for Stability’ highlighted the following issue-areas where joint action was
necessary: return of refugees and internally displaced persons, strengthening education, media
independence (Working Table I); reform of the business and investment environment, private sector
development, trade cooperation and liberalisation, infrastructure development (Working Table II); security
sector reform, fight against corruption and organised crime (Working Table I1I). Stability Pact for South
East Europe, Regional Table, ‘Thessaloniki Agenda for Stability,” Thessaloniki, 8 June 2000.

17 World Bank, ‘The Road to Stability and Prosperity in South Eastern Europe,” Washington DC, March
2000, p. 2.

'79 European Stability Initiative, ‘Democracy, Security,” p. I1.

120



Its nature of foreign-aid clearinghouse aside, the SP was valuable due to the
promise of EU involvement, however vaguely defined. The scheme was greeted with a
measure of enthusiasm in the region, which saw it as a new opportunity for forging
political links with the West and the EU, in particular. In the words of a Macedonian
official, 'the Stability Pact would not have had any value in itself if it did not contain a

1180

membership perspective” ™ It was commonly argued that most of the money pledged

under the SP would have reached the region anyway through the programs run by

bilateral donors.'®!

In the eyes of its beneficiaries, the Pact’s political element was more
important than its financial dimension. What was problematic, however, was the nature
of the EU commitment made in the summer of 1999. As demonstrated in Chapters V and
VII, it was unclear what the Pact pursued: achieving regional integration or bringing
individual Western Balkan countries closer to the EU, with or without a membership
perspective. In addition, there was little ciarity about how accession candidates like
Bulgaria and Romania fit into the SP. Though offering benefits, it could also be a
political handicap diverting the two towards a regional agenda at the expense of their

efforts to catch up with the first group of countries invited at the 1997 Luxembourg

Council to open membership talks with the EU.

The Stabilisation and Association Process

Despite its upbeat rhetoric, the EU seemed aware of the SP’s inherent limitations from
very early on and took some further important steps to counter the political risks
associated with the sense of exclusion in South East Europe. At the Helsinki Summit

(December 1999) it gave a green light to Bulgaria and Romania to start accession

"8 Quoted in Friis and Murphy, ‘Turbo-charged Negotiations’, p. 770.
181 European Stability Initiative, ‘Democracy, Security’; Interview with Nikola Todorcevski, National
Coordinator of the SP, Macedonia, Skopje, September 2003.
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negotiations alongside Slovakia, Lithuania and Latvia. In addition, the EU also decided to
upgrade its policy vis-a-vis the Western Balkans following the promises made with the
launch of the SP. Brussels focused on establishing closer contractual ties with the
Western Balkan countries subject to the conditions set in 1996-97. To that end, the EU
replaced Regional Approach with the Stabilisation and Association Process (SAP), an
institutionally more advanced political framework. Thus 1999 sowed the seeds of
important long-term transformations in the EU’s strategy in post-communist South East
Europe

With the SAP, the EU offered the Western Balkans association deals modeled on
the 1990s Europe Agreements. The Stabilisation and Association Agreements (SAAs)
conferred political and economic benefits on the signatories subject to the Regional
Approach conditionality. The SAP stressed the commitment to democratic and market
reforms, the observance of minority rights but also the readiness to engage in regional
cooperation as prerequisites for associated status. It was, therefore, hardly a coincidence
that Macedonia, thus far spared by violent ethnic conflict, making progress under the
Regional Approach and committed to cooperating with the West, was the first country to
receive a positive feasibility study from the European Commission in 1999 for opening
SAA talks.'®® At the same time, the EU kept at arm’s length Croatia, still ruled by the
Tudjman-led nationalist Croatian Democratic Community (HDZ), and Serbia headed by
Milosevic. Both Zagreb and Belgrade did not comply with the SAP political
conditionality, which led to doubts whether the multilateral cooperation component of the

process could work properly.

'8 The SAA cover areas like trade, legal harmonisation, and political dialogue. Unlike the European
Agreements, they put a great emphasis on regional cooperation (see below). For a comparison between the
Europe Agreements and the SAA concluded in 2001 with Macedonia and Croatia, see David Phinnemore,
‘Stabilisation and Association Agreements,’ pp. 77-103.
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The EU offered the compliant states some rewards even before they qualified to
sign a SAA. These included improved market access for products coming from the
Western Balkan countries under the autonomous trade preferences (ATPs). The ATPs
upgraded the system of TCAs and ATMs introduced by the Regional Approach and gave
the Western Balkan states asymmetric access to the EU markets, allowing them to
preserve tariff barriers for a period of ten years.'®> These arrangements were certainly
more generous than the ones established with the candidate states in the early 1990s.'*
Even more important, at the 2000 Feira Council, the Western Balkan states were
qualified as ‘potential members’ which was a way to strengthen the EU’s commitment
and enhance its influence in the region.'® As noted by Milica Uvali¢, the membership
prospect was the most important development as many South East European products
already entered the EU market duty-free and the Western Balkans were getting
substantial amounts of foreign aid.'®® As in the case of the SP, what mattered was the
political message that those countries were not left out in the enlargement.

With the SAP, the EU came up with a coherent set of policies for the whole
Western Balkans. This had not been the case previously as Yugoslavia and Croatia were
treated differently than the three other Western Balkan countries. Giving all Western
Balkan states a level playing field, the EU built up a more coherent conditionality
strategy to promote regional cooperation. The idea that regional integration should go
hand-in-hand with integration dating back to the Regional Approach was developed into

a policy. The SAP put a very strong emphasis on regional cooperation amongst the

183 Constantine Michalopoulos, ‘The Western Balkans in World Trade,” Journal of Southeast European and
Black Sea Studies, 2 (2) , 2002, pp. 101- 29.

18 Eor the case of Bulgaria and Romania, see Dimitris Papadimitriou, Negotiating New Europe: the
European Union and Eastern Europe, Aldershot: Ashgate, 2002.

185 point 67, Presidency Conclusions of the Santa Maria da Feira European Council, No. 200/1/00, 19 and 20
June 2000.

18\ ilica Uvali¢, ‘Regional Co-operation in Southeast Europe,’ Journal of Southeast European and Black
Sea Studies, 1 (1), 2001, p. 55-75.
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Western Balkan states on political matters but also in issue-areas such as trade,
infrastructure, and justice and home affairs. The readiness to engage in both bilateral and
multilateral cooperative schemes was an essential condition for the Western Balkan states
for concluding an SAA."” Given the Feira commitment, the EU’s strategy appeared
more robust and finely tuned. The SAP was clearly a step ahead compared both to the
Regional Approach and the SP.

The SAP diverged from the Pact in another important way. Unlike the SP, it was
limited only to the five Western Balkan countries (SEE-5) and had no direct relation to
Romania and Bulgaria. Thus, after 2000, the EU gradually shifted from .the promotion of
regional cooperation amongst the SEE-7, included in the SP, to a SEE-5 approach under
the SAP. This raised important questions as to how the SP and SAP related to each other.
In 1999-2000, however, there was still a bias towards the SP. All official Stability Pact
documents referred to the SAP as the EU’s contribution to the scheme. Put differently,
the Pact was seen as the leading strategy and the SAP as a complementary one.'®® The
regionality principle emphasising multilateral cooperation had an upper hand to the one
of conditionality which operated on a country-by-country basis and was conducive to

differentiation based on variable performance.

NATO and South East Europe after the war in Kosovo
With the Kosovo crisis, NATO itself ripened to the idea that the Balkans necessitated a
special strategy. The Washington Summit of April 1999, taking place while the bombing

campaign was still on, concluded that there was  [a] need for a comprehensive app<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>