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Abstract: Worldwide Governance indicators (1996-2005, World Bank) show a clear divide
between the institutional performance of transition economies. Central European states per-
formed much better than the Balkans. Does administrative and institutional legacy of the Ot-
toman Empire account for the poor institutional quality in the Balkans during the transition
period? This paper tries to answer this question at first from a long-term perspective and ana-
lyses the historical legacy of the Ottoman Empire by means of governance effectiveness, con-
trol of corruption and rule of law. Contrary to the path-dependence explanation, that historical
legacies influence the quality of governance and formal institutions, the author identifies the
importance of present factors and argues that wars, ethnic conflicts and the lower level of
economic development had a crucial impact on institutional performance in the Balkans. Fur-
thermore, the impact of EU conditionality on institutional quality in Central and Eastern Eu-
rope is examined. The author argues that considering Ottoman legacy as a "catch-all" expla-
nation of institutional failure in the Balkans is too simplistic and that external short-term fac-
tors have to be included as well. Institutional development is therefore not predetermined and
can be changed in a relatively short period of time.
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1. Introduction

A look at the institutional indicators (1996-2005, World Bank) of post-communist transition
countries reveals a clear divergence between Ottoman® and Habsburg? successor states (See
Appendix, Figures 1-6). What accounts for the difference in institutional development be-
tween Central European (Habsburg successors) and the Balkan states (Ottoman successors)
during transition? Can Ottoman administrative and institutional legacy explain the weak insti-
tutional performance in the Balkans? Some scholars claim that detrimental pre-communist
legacy accounts for a low institutional quality during transition (Panther 1997; Winiecki 2004;
Pejovich 1998). They explain weaker institutional performance in the Balkans by a lower
compatibility between established and newly imported institutions. These claims are easy to
make but it is harder to substantiate them since it is difficult to determine the effects of pre-
communist legacies. Why? Because it is difficult to tell whether Ottoman institutions per-
sisted or were rather replaced by institutions from the communist period. Furthermore, the
same institutions can have different effects in different contexts. One and the same institution
can be more difficult to adopt in different countries or even in the same country at different
times. Because institutional performance is a complex and interrelated process, monocausal
explanations are not sufficient to provide the answer.

Besides the monocausal historical legacy explanation of institutional performance, current
factors will be analyzed in the paper. The author’s argument is that the quality of formal insti-
tutions during transition was increased mainly by non-historical factors, which were of inter-
nal and external origin. On the one hand, beneficial domestic or regional economic conditions
and the adoption of EU legislation improved institutional performance. On the other hand,
less beneficial factors like wars, ethnic conflicts, financial crisis and a missing EU member-
ship perspective hindered the development of a good institutional framework and effective
governance.

In order to answer the paper’s research question, we have to explain how legacies and institu-
tions change and persist during time. This is dealt with in the second chapter, which provides
the main definitions and the theoretical framework for institutional change and institutional
persistence. Ottoman administrative and institutional legacy in the Balkans is analyzed in the
third chapter. The fourth chapter demonstrates how this legacy was replaced during commun-
ist rule. The final chapter argues for the need to include non-historical factors in explaining
institutional performance during transition.

2. Theoretical framework of institutional change and institutional persistence

The question of institutional performance relates to two factors: the capacity of a state to
adapt to new circumstances by fostering beneficial institutional change and to the persistence
of inefficient institutions. Both issues will be discussed in the following theoretical framework.
Before explaining the factors which account for institutional change and persistence let us
agree upon institutions as “the humanly devised constraints that shape human interaction”
(North 1990, p. 3). North distinguishes between two kinds of institutions, formal (constitu-
tions, laws, property rights) and informal ones (values, traditions, norms of behavior). Formal
institutions have to be implemented and enforced effectively in order to bring about institu-
tional change. Enforcement can be done by a third party, i.e. the state, or by the national cul-
ture/informal institutions (Casson 1993, p. 448). Enforcement and implementation of new

! Serbia, Montenegro, Albania, Macedonia, Bosnia-Herzegovina, Bulgaria, Romania, Moldova.
2 Czech Republic, Slovak Republic, Hungary, Slovenia, Croatia.



institutions depend on their legitimacy in society and on positive feedbacks resulting from the
change. Institutional change is a consequence of the change in informal and formal institu-
tions, as well as of an effective enforcement (North 1994, p. 8). Thus, the influencing factors
of institutional change can be divided into long-term, slow-changing institutions and short-
term, fast-changing ones (Roland 2004). Due to their slow-changing character, informal insti-
tutions are often the basis for formal institutions. Also ideologies, the “subjective perceptions
(models, theories) all people possess to explain the world around them” (North 1990, p. 23),
serve as the theoretical basis for institutions. However, institutional change is not determined
exclusively by cultural and historical factors (structure) but can be triggered or blocked by
actors (agency) and internally and externally generated shocks (wars, revolutions, economic
crisis). Therefore, the interaction between short-term and long-term factors determines the
extent of institutional change.

If the transition of post-communist states to market economy is understood as a form of rapid
institutional change, the question arises, why certain transition countries, i.e. mainly CEEC,
achieved faster institutional change (i.e. a better institutional performance) than, for instance,
the Balkan ones. Several authors try to answer this question by emphasizing the difference in
historical and cultural legacies. They point to the incompatibility of Western-type institutions
with pre-communist institutions (see Panther 1997; Winiecki 2004; Goehrke 2000; Dimitro-
va-Grajzl 2006; Pejovich 1998; North 1997). Their argument, basically, is that the legacy of
Western Christendom is more favorable for institutional and economic performance than the
legacies of Ottoman or Eastern Christendom. The resulting lack of compatibility with inhe-
rited Ottoman informal institutions increases transaction costs and makes the enforcement of
the new laws more difficult, resulting in a slower institutional change.

If a historical legacy (e.g. Ottoman legacy) as the explanatory variable should account for the
low institutional quality during the transition we have to look for persistence mechanisms
which ensure the continuity of inefficient institutions and practices. Literature concerning
persistence mechanisms focuses on historical and cultural explanations, such as mental mod-
els or path-dependence (North/Denzau 1993, p. 1). The concept of institutional path depen-
dence implies the existence of a specific institutional development path which has been
shaped by historical events and experiences (legacies). Such a path-dependent institutional
trajectory can be reinforced by positive feedbacks (economies of scale, complementarities,
and network externalities) and if these feedbacks are strong enough, crystallize in an irrevers-
ible structure of a society (North 1993, p. 1). These lock-in effects are not limited only to
“good” institutions. Inefficient institutions can persist when powerful egoistic organizations
and interests groups promote their interests and disregard the well-being of society (North
1997, p. 15). Acemoglu/Robinsion argue that power structures can persist for many years and
hinder the emergence of efficient institutions. Only a change in the distribution of political
power will lead to new institutional and social choices (Acemoglu/Robinson 2006).

Explaining persistence of inefficient institutions by path-dependence or the political power of
strong elites seems not to be appropriate for cases without continuity of history and powerful
elites. Such a discontinuity actually occurred in CEEC following their break with the Ottoman
or Habsburg Empire, when former officials and elites had to give up their positions and lost
their power. Without such a continuity of power structures, persistence of inefficient institu-
tions was rather the result of structural features, such as continued inequality between com-
munist privileged elites and the normal citizens or the consequence of enduring socio-
economic problems. Low economic development, often termed as “backwardness”, characte-
rized many Balkan countries under Ottoman rule, less under communist rule and again during
transition (Table 3 and 4 in Appendix). However, this does not exclude national and temporal



exceptions, such as Bulgaria, which in 1975 achieved a GDP level close to that of Hungary or
Poland. Therefore, generalizations regarding the economic and institutional development of
Ottoman successor states would provide an incomplete and superficial analysis.

3. Ottoman administrative and institutional legacy in the Balkans

The important task of the following chapters is to find out how much change and how much
persistence occurred in the Balkan countries after the dissolution of the Ottoman Empire. Be-
fore trying to answer the question, the term historical legacy should be defined and specified.
Historical legacy consists of accumulated common experiences during time that shape the
minds of social actors and produce common structural patterns (Sztompka 1999, p. 152). A
legacy is based on institutions (formal and informal) or ideology. It is reflected in mentalities,
knowledge, orientations or political and economic culture. A historical legacy always entails a
continuity or persistence of institutions from the past. The main problem of a historical legacy
is that it can be ascribed to different historical periods, as many structural patterns are repro-
duced time and again. More complexity is added as legacy can be a combination of new and
old structures. Newly introduced institutions and ideologies can both reinforce or weaken the
old legacy (positive and negative feedbacks). Thus legacy is a dynamic concept whose conno-
tation can change during time. In the paper | differentiate between pre-communist legacies
(Ottoman legacy, Habsburg legacy) and communist legacy. As | want to concentrate only on
the aspects of Ottoman administrative and institutional legacy, | will choose a narrow defini-
tion. The main reason for such a “separate spheres approach” (Todorova 1996, p. 47) is that
in the supranational and cultural diverse Ottoman Empire “bureaucracy seems to have been
the only common institution, linking, but not unifying” its population (Todorova 1996, p. 48).

| define Ottoman legacy as the “administrative and institutional patterns prevailing in the
last century of the Ottoman Empire”. History illustrates that the Ottoman Empire experienced
both good and bad periods. That is why we can distinguish between a positive Ottoman lega-
cy (strong Ottoman state with and efficient administration) and a negative Ottoman legacy (a
weak Ottoman state with an inefficient bureaucracy). However, it was the detrimental Otto-
man legacy from the last centuries of its existence and especially from the 19" century, which
was inherited to the successor states. This kind of Ottoman administrative and institutional
legacy was characterized by:

-A low Government Effectiveness, i.e. a low quality of the bureaucracy and the competence of
civil servants.

-High Corruption, i.e. high administrative corruption and state capture

-A weak Rule of Law, i.e. little respect of the rules of society (low legislative effectiveness
and weak enforcement).

Critics could also say that using a single Ottoman legacy would be a generalization of the
different Ottoman approaches towards autonomy (e.g. different status of vassal provinces
Wallachia, Moldavia, Dubrovnik) in the Balkans. However, as | defined Ottoman legacy
within a narrow field, I will differentiate between different country and regional-specific “Ot-
toman legacies” only in cases of strong discrepancy with the main administrative and legisla-
tive system. The restriction of the analysis to the institutional-administrative area allows me
therefore to use the term “legacy” in its singular form. Another caveat relates to the historical
changes of some regions (e.g. Bosnia Herzegovina, Transylvania, Banat, Bukovina) which
were for certain periods both under the influence of the Ottoman and the Habsburg Empire. A
present-day example for a state with different historical legacies is Romania, which inherited
regions that were once part of both the Habsburg (Banat, Transylvania, Bukovina), and the
Ottoman Empire (Wallachia, Moldavia). Such countries are therefore difficult to categorize as
Ottoman or Habsburg successor states. However, due to additional Ottoman influence in



Transylvania and Dobrudga | consider Romania in this paper as an Ottoman successor state.
One could discuss other controversial regions and countries in a similar way, however this
would hardly bring any advancement, and that is why I continue to answer the paper’s re-
search question. A necessary step is to provide a short historical overview of Ottoman admin-
istrative and institutional practices.

3. 1 Government effectiveness

The classical Ottoman state was a strong centralized and highly regulated bureaucracy. The
political system is described by Inalcik as the “almost ideal type of centralist monarchy” (In-
alcik 1996, p. 20). Indeed, novelty was almost non-existent and the entire system was focused
on the sultan and his loyal civil servants.® Functionalism was the main principle in the hierar-
chical state, i.e. members of the whole society performed tasks for the benefit and support of
the state (Sugar 1977, p. 273). The Ottoman Empire had a divided society, with high inequali-
ty between its classes. A first division was made according to the function and social position
in the state. The socially most important and most favored class consisted of “professional
Ottomans”, the askeri (“military”) and the ulema (religious, educational and legal authority).®
The main duty of this governing class was the administration of the state. The lower tax pay-
ing classes, the Reaya (craftsman, merchants and, above all, peasants) represented the majori-
ty of the population. Its members were additionally divided along confessional lines, i.e.
among Muslims and non-Muslims. Non-Muslims had to pay extra taxes, their rights were
limited and “they were treated as definitively inferior in status” (Jelavich 1983, p. 40). In the
millet system, non-Muslim community leaders were responsible for the local administration
and had local government tasks. Christian clergy and notables in the Balkans therefore formed
an intermediary elite between Christian peasants and the Ottoman government. Although Ot-
tomans also partly incorporated non-Muslims in the state service as scribes, tax farmers or
even into the military class (Inalcik 1996, p. 24), cultural and political elites were not tole-
rated by the Ottomans, and with the exception of the vassal states (boyars, Phanariots), first
and foremost the Patriarchate composed the small Christian elite (Todorova 1996, p. 58).°

At the end of the 16" century, the traditional strong Ottoman State began to deteriorate due to
different internal and external factors.® Stronger local notables (ayan) at the periphery wea-
kened government effectiveness and the powers of the Ottoman sultans. The hitherto efficient
state administration deteriorated and became more corrupt. A major source for a declining
quality of bureaucracy and “attitude of practically everybody” were deteriorating living stan-
dards (Sugar 1977, p. 210).” During the reign of Selim 111 (1789-1806) the first centralization
and bureaucratization reforms took place in order to strengthen the state and to gain control
over the declining Empire. Centralization reforms were accelerated during the Tanizmat pe-
riod (1839-1876). New administrative blueprints were borrowed from the West (Heper 1976,
p. 511). Ottoman reformers introduced Western-based institutions which were mainly

® However, the situation in the vassal States Moldavia and Wallachia was different, as the Ottoman socio-
economic system had not been introduced and nobility and princes retained their social status and political power,
as well as a cultural autonomy (Sugar 1977, p. 281).

* The composition of the Ottoman professionals can be also made in four major groups: the miilkiye, the
kalemiye, the sefiye and the ilmiye. See for details Sugar 1977, p. 34.

> The wealthy, privileged and influencing Phanariots obtained however high administration offices in Istanbul
and governed for many decades the Danubian Principalities (1711-1821). On Phanariot rule see Jelavich 1983, p.
53 ff; Sugar 1977, p. 132ff.

® Among those were the increasing economic and military power of Europe, economic crisis caused by inflation,
higher cost of warfare and bureaucratization, wars and Ottoman conservatism. See Sugar 1977, p. 194f.

" The decline of the previous thorough Ottoman bureaucracy is reflected even in the records which are detailed
and up-to-date in the 16" century and became irregular and imprecise in the 17" and 18" centuries. Only the
Kopralu period (1656-1702) is a positive exception to the overall declining standards and bureaucratic quality
(Lewis 1958, p. 113).



oriented towards the continental-style system of France or Prussia and not to the decentralized
Anglo-liberal system. Consequently, new European style institutions did not produce a liberal
state based on the rule of law, but an “Ottoman Prussia”, where law served the interests of the
State (Findley 1996, p. 159). In the 19™ century an established civil officialdom took over
administrative responsibility. The introduction of new regulations and agencies, as well as the
establishment of the Interior Ministry in 1837 created a “big government”. A closer look at
figures from the state services reveals the increasing importance and power of the Ottoman
bureaucracy. The number of civil officials expanded from about 2000 at the end of the 18"
century to approximately 35,000 in 1908 (Findley 1996, p. 167f).

A new huge bureaucracy also meant many problems. According to Findley (Findley 1989, p.
293ff), there was a problem of an inefficient salary system which worsened the living stan-
dards of the officials. The new salary system, which was introduced gradually with the re-
forms in 1838, was supposed to provide sufficiently high salaries and other non-monetary
rewards (ranks, decorations). Nevertheless, the salary reform did not work properly and offi-
cials were faced with many difficulties. The situation for Ottoman officials was aggravated by
high inflation and high foreign debt which resulted in less tax revenues and finally in delayed
payments of salaries or even in lowered salaries. Because of the gradual character of the
reform and the bad economic situation, old practices and methods of compensation survived
for many years. Bureaucratic discipline declined and non-legal income sources developed.
Corruption, gift-giving, and other methods for obtaining overdue salaries were means to cope
with the difficult situation. Additional surviving strategies of Ottoman bureaucrats were to
hold more than one office or to engage in part-time work in other areas, often being absent or
late from their main work place. In summary, due to a worsened economic situation - culmi-
nating in the bankruptcy of the Ottoman State in 1875 - administration reforms did not suc-
ceed. In the 19" century corruption became a general characteristic of the whole administra-
tive system (Findley 1989, p. 332).

3. 2 Control of corruption

Since the reign of Murad 111 (1574-95) corruption of central and provincial administration had
begun and continued for several centuries. Although during the Koprill period (1656-1702)
corruption was reduced by applying drastic measures, the negative trend could not be reversed
(Sugar 1977, p. 65 and p. 198). The main reasons for growing corruption and the decline of
morality in Ottoman Empire were economic decline and destructive financial consequences of
long wars emanating from the end of the 16™ century. Relative price changes (loss in value of
silver in relation to gold) and the shift of world trade from the Mediterranean to the Atlantic
prompted high inflation which engendered more costly living conditions. In order to survive
under deteriorating living standards, judges and bureaucracy opted for abuses of rules and
corruption. This situation was exacerbated by the high costs of long wars which brought about
increased and more burdensome taxes for Balkan villagers (Inalcik 1972, p. 350). Inflation,
growing costs of warfare and bureaucracy were also a characteristic of other European Em-
pires such as the Habsburg Monarchy. However, in the Ottoman State economic elites did not
possess political power and therefore could not influence the State to create more favorable
conditions for commerce, banking and credit. According to Lewis, wealth was not of econom-
ic, but of political or fiscal origin, obtained through the holding of a public office (Lewis 1958,
p. 123). Ottoman corruption differed from Western-style corruption insofar as that for Otto-
mans political power was a prerequisite to buy economic power, whereas in the West eco-
nomic power was needed to buy political power (Lewis 2002, p. 63).

It would be wrong to regard corruption as a cultural trait or to attribute corruption exclusively
to the Muslim population. An example of corruption of non-Muslim officials and notables can



be found in the Danubian Principalities. In Wallachia and Moldavia the situation differed
from the integral parts of the Empire, as their vassal status prevented the introduction of Ot-
toman socio-economic system (Sugar 1977, p. 281). Although these states enjoyed semi-
political and cultural autonomy and retained their native aristocracy, the boyars, they were
obliged to pay high tributes. Heavy taxes, food supplies, bribes for officials and other contri-
butions such as accession gifts for the appointment of each new prince (which were much
higher than the yearly tributes) contributed to the impoverishment of the population. This tri-
bute-based system was exploited especially by the Phanariots (1711-1821), who made large
private profits from their offices and later on replaced the taxes by large-scale bribery (Sugar
1977, p.122ff). In this dark period of Romanian history, marked by excessive fiscal and polit-
ical corruption, Phanariots “brought neither order nor prosperity, but instead increasing tur-
moil and internal anarchy” (Jelavich 1983, p.103). To sum up, corruption in the Ottoman
Empire had mainly economic and less cultural roots. A declining economy had to cope with
the higher costs of long wars, a bigger and expensive bureaucratic structure and higher infla-
tion. Additionally, the heavily unequal Ottoman social system facilitated exploitation of the
weaker classes by the privileged ones and exacerbated living conditions.

3. 3 Rule of law

The judiciary and legal system of the Ottoman Empire comprised the fixed religious law of
the Islam (seriat) and the more flexible secular law (kanun). While the seriat law was based
on the Koran, the kanuns were decrees and regulations disseminated by the state (Sultan).
Kanuns were valid only for the period of the Sultan’s rule, though normally the previous ka-
nuns were reconfirmed by the following Sultans (Sugar 1977, p.43). Both types of law were
enforced by local judges (kadis), as well as appointed governors. With the beginning of the
17" century the Ottoman legal system became less efficient in law enforcement due to decen-
tralization tendencies and a weaker government. A chaotic and corrupt polity triggered eva-
sive behavior (Sugar 1977, p. 288). Additional reasons for the evasion of law were the overall
economic hardship and increasing burdensome taxation, which prompted also peasants’ emi-
gration or flight into the mountains (Jelavich 1983, p. 166). Over a period of roughly 200
years (1574-1804), a well-organized and efficient Ottoman state had been transformed into a
weak and disordered one, where local rules were observed more and more than state laws
(Sugar 1977, p. 208). Consequently, a weak and deteriorating Ottoman state had less influ-
ence in the Balkans, where revolutions for independence first broke out. The last attempts to
end the overall decline were the reforms in the Tanizmat period (1839-1876). It was mainly
during this period that the principle of strict adherence to the seriat law was abandoned. The
Islamic concept of justice was reinterpreted and Western secular legislation spread by bureau-
cratic elites (Heper, 1976, p. 510). New institutions were adopted from European sources.
Free trade, property rights and equality of people were pronounced for instance in the Anglo-
Ottoman commercial treaty of 1838 and the Gulhane Decree of 1839.

Yet, Ottoman legacy does not imply the persistence of an Ottoman legal system as, due to the
break with Ottoman system, there was little legal continuity in the Balkan states. Rather it
meant a continuity of weak legal effectiveness (poor enforcement) and a mentality to act eva-
sively (Sugar 1977, p. 208). The persistence of these inefficient informal institutions had sev-
eral origins: deteriorating political and economic conditions and the unstable situation in the
Balkans (17" - 19" century), which was characterized by a multitude of wars, migrations,
changes of rulers and legal systems. How could rule enforcement be assured under such un-
certain and poor living conditions? How could certain rules and claims (e.g. tax payments) be
observed when people were living from day to day and their thinking and acting was guided
by short-term factors?



In contrast to these low living standards, the situation for the population in the Habsburg Em-
pire was relatively better. According to Lampe the income figures p.c./francs in the year 1911
were for Ottoman successors Romania (300), Serbia (250) and Bulgaria (250) much lower
than for Hungarian (400) and the Czech lands (700) (Lampe 1989, p. 196).% Additionally,
some structural features may have contributed to the development of more efficient institu-
tions in the Habsburg Monarchy. Strong local nobility and a comfortable middle class limited
the powers of Habsburg monarchs (Jelavich 1983, p. 129f). The lower degree of power con-
centration may have constrained the discretionary behavior and the abuse of power (Roland
1994, p.122). Although corruption also existed in the Habsburg Empire, the Austrian state
bureaucracy was relatively honest and efficient. Law and order were maintained (Jelavich
1983, p. 167). Furthermore, the Habsburg Empire had a more effective and uniform legal sys-
tem (Code of Civil Law) which was established in late 18™ century under the rule of Joseph 11
and was revised only once during the 1920s (Kann 1974, p. 239). These structural conditions
and a better overall economic situation may have ensured higher rule enforcement and less
administrative-institutional problems in the Habsburg Empire.

To sum up, the institutional and governance quality of the Ottoman state reveals a rift be-
tween the quite efficient classic system and the inefficient subsequent one. Unfortunately it
was the deteriorated administrative-institutional system of the last centuries which became
legacy of the Ottoman Empire, and not the well-organized system prior to the 16™ century. As
a consequence of the socio-economic deterioration, reforms were badly implemented and ad-
ministrative and legal institutions less enforced. The following period of nationalism, auto-
cratic rule and several wars (Balkan and World Wars) did not improve the economic and insti-
tutional situation in the Balkans (Table 3 in Appendix). The next section will reveal whether
inefficient institutions persisted during communist rule.

4. Communist administrative and institutional legacy

Did pre-communist administrative and institutional legacy from the Ottoman or Habsburg
Empires survive during the communist period or was it rather absorbed and replaced by
communist legacy? The outcome depends upon the degree of break with history and the sub-
sequent penetration of the communist system. As regards the first aspect, all Balkan countries
decided on a break with the Ottoman Empire and introduced for after their independence in-
stitutional and administrative structures from Western countries (e.g. French administrative
model in Romania and Bulgaria). However, the periods of establishing new institutions dif-
fered across the states. Whereas Serbia and Bulgaria needed more than a decade, Romania
achieved institutional reforms quite quickly. Bosnian and Albanian elites, which were more
attached to the Ottoman Empire, preferred a gradual solution (Todorova 1996, p. 52 and 56).
In these first years of independence, institutional persistence was weakened gradually by the
change of political power and reforms of institutional-administrative structures. Although
some institutional and administrative practices from the pre-communist period could persist,

® However, it would be incorrect to assume that a low economic development prevailed only in the Ottoman
regions. Habsburg borderlands (Vojvodina, Slavonia, Southern Hungarian lands and Carpathian lands), which
served mainly as a barrier against Ottoman offensives, did not profit from the 19" century economic growth in
the Monarchy. Instead, these peripheral regions lacked self-government, control over tax-revenues and the abili-
ty to attract foreign capital (Lampe 1989, p.192ff). A look at income figures clarifies the diverse situation of
economic development in the Habsburg Empire (Tables 1 and 2 in the Appendix). According to the GDP per
capita levels in the period 1870-1910 presented by David Good, the Habsburg Empire had both wealthy regions
(Austria, Bohemian lands and lower Western Hungary), and poorer ones (Carpathian lands, Transylvania, East-
ern Hungary, Slavonia and Dalmatia).



after World War Il communist legacy had a decisive impact on the formal and informal insti-
tutions.

Communist legacy, also known as “Leninist legacy” (Jowitt 1992, p. 284) or “socialist lega-
cy” (Rona-Tas/Borocz 2000, p. 209), consists of common norms and patterns of behavior
engendered by socialist ideology and planned economy. Communist ideology influenced for
decades the institutional framework in CEEC and changed profoundly the habits, attitudes and
behavior of their citizens (Elster/Offe/Preuss 1998, p. 158). Indoctrination and totalitarian
control led to defensive and reverse effects such as non-obedience of rules, non-respect of
laws, distrust and double standards of talk and conduct (Sztompka 2000, p. 6). One explana-
tion why pre-communist structures could hardly persist is the transforming power of com-
munist rule in almost every part of human life. This profound transformation, with an empha-
sis on industrialization and education, involved not only formal institutions but the whole so-
ciety structure. Therefore it can be argued that many behavioral patterns of the pre-communist
period were replaced by communist ideology.

Communist ideology influenced strongly the formal institutions and administrative practices.
Through its central planning mechanisms and strong state control, Communist system un-
iformized regional pre-communist differences. Romania, for instance, with its inherited Habs-
burg regions (Transylvania, Banat, Bukovina) and Ottoman Empire ones (Moldova, Walla-
chia) adopted a common system which engendered uniform structural and behavioral patterns
in the administrative and legal system. Of course, regional cultural particularities remained;
however, through strong centralized governance which punished dissident practices and think-
ing, former historical structures merged more or less into a single one. What characterized
such a communist public administration, common in all communist countries, was the all-
embracing role of the state (communist party), which used the administrative system as “im-
plementation machine” for its decisions or for the suppression of citizens (Verheijen 2003, p.
490). Communist public administrations shared various burdens, such as political influence,
high centralization, no precise career patterns, no consequent separation of competencies, no
special administration laws, an autocratic style, corruption and an overall low quality of bu-
reaucracy (Vanagunas 1997, p. 10; Coombes 2001, p. 36f; Lippert/Umbach 2005, p. 71ff;
Brunner 1998, 161ff). As communist legacy upheld and reinforced similar structural and be-
havioral patterns (such as a strong bureaucratic state, corruption and the evasion of law) it can
be at first glance argued that Ottoman legacy persisted in the Balkans. However, as inefficient
institutions appeared not only in the Balkans but as well in Central and Eastern Europe it
seems that these negative patterns of behavior are less the consequence of persistent institu-
tions from the pre-communist period, but the effect of a failed communist political system and
less beneficial economic conditions, especially in the last decade of communism (Table 3 in
Appendix).

Nonetheless, communism was not a uniform experience and differed widely across commun-
ist Europe (Clark/Soulsby 1995, p. 223). This diversity of “communist legacies” is best eX-
pressed in the words of Ekiert/Hanson: “...it becomes clear that the types of communist ta-
keovers; the degrees of enforcement and institutionalization of Marxist ideology, Leninist
party rule, and Stalinist economics; modalities of transition to a post-totalitarian regime; and
modes of deconstruction in the final years of state socialism varied widely across the region”
(Ekiert/Hanson 2003, p. 29). Different communist legacies are also reflected in the different
administrative systems, which despite a common communist approach, began to distinguish
themselves as some countries started reforms in the 1980s. Poland and Hungary abolished in
1971/1972 subordination of national soviets and of the special organs and divided local ad-
ministration competencies (Brunner 1998, p. 174; Lippert/Umbach 2005, p.74). Other states



(Bulgaria, Romania, Baltic States) in which communist leaders remained strongly committed
to central planning and authoritarian rule (Elster/Offe/Preuss 1998, p. 47) experienced fewer
reforms and fewer possibilities to acquire skills for the transition to market economy and for
the establishment of effective governance. The public administration in the Baltic States, dis-
tinguished itself from other communist bureaucracies with a sovereign state as it was strongly
integrated in the centralized system of the Soviet Union. After their independence from the
Soviet Union they had to build up their administrative structures and institutions almost from
scratch.

Different types of implementation of communism may account for different institutional per-
formance during transition. For instance, the less strict version of Hungarian communism was
reflected in enterprise autonomy and market economy elements after 1968 (Rona-Tas 1997, p.
130). The existence of a small scale private sector (“second economy’) parallel to the large
scale planned economy stimulated market-related and entrepreneurial skills and modernized
the country’s services and infrastructure (Szalai 2005, p. 9). In the 90s Hungary reformed its
banking market and introduced tax laws, which were similar to the laws of Western market
economies (Rona-Tas 1997, p. 130). Hungary, Poland and Yugoslavia (Slovenia) had a bene-
ficial system in terms of a low degree of centralization which allowed for self-management
within enterprises (Fischer/Gelb 1991, p. 92f). Czechoslovakia, Bulgaria and Romania had
relatively centralized economies. As a consequence of more favorable or less favorable com-
munist legacies, post-communist countries entered reforms with diverse starting conditions.
These different initial conditions in terms of structure and economic conditions played espe-
cially at the beginning of transition a major role (Havrylyshyn/van Rooden 2001).

A look at the EBRD initial conditions index® (see Table 5 in Appendix) shows mixed results
for Balkan countries. Quite good starting conditions prevailed in Macedonia (2.5), Albania
(2.1) and Bulgaria (2.1). Moldova, however, had the worst starting conditions of all with an
index value of -1.1. The values for Central European states are on the whole more favorable
and range between 2.5 and 3.5.*° Only the Baltic States have very low values: Estonia (-0.4),
Latvia (-0.2) and Lithuania (0). However, despite of less favorable initial conditions, they
improved their institutional performance quite quickly and demonstrated that less beneficial
initial conditions (resulting from communist legacy) did not hinder transition success later
on. In contrast, the former Ottoman successor state Macedonia (2.5), despite a beneficial
communist legacy, did not achieve high institutional quality during transition.

Additional supporting data against the importance of communist legacy in the later transition
period comes from the composite institutional index for 1984-1994, constructed by Ahrens.*?
Let me illustrate this on some country examples. First, Ottoman successor Bulgaria, regard-
less of a less favorable pre-communist legacy, had between 1984 and 1988 a similar level of
institutional quality as Habsburg successors Hungary and the Czech Republic (all three coun-

® The initial conditions index is a weighted average of different indicators (GDP per capita in 1989, pre-
transition growth rate, urbanization rate, rate of over industrialization, endowment with natural resources, years
spent under central planning, distance to the EU, trade dependence on the CMEA, macroeconomic disequilibria).
See EBRD Transition Report 1999, p. 29.

19°poland’s relatively low value (1.9) can be explained by a macroeconomic crisis in 1989 which was characte-
rized by hyperinflation and high external debts.

1 On the role of initial conditions see Fischer/Gelb 1991; De Melo et al. 1998; Berg et al. 1999; Havrylyshyn/
van Rooden 2001; Berta/Murrell 1999; Falcetti et al. 2000.

12 Ahrens uses data set from the International Country Risk Guide (ICRG) and the Center for Institutional Re-
form and the Informal Sector (IR1S). The data set for the institutional indicator consists of the following dimen-
sions: Government repudiation of contracts, risk of expropriation, corruption, rule of law and bureaucratic qual-
ity (see Ahrens 2002, Figure 6.8, p. 202).



tries around 35%). Despite a beneficial communist legacy for all three countries, Bulgaria
fared less well in the following years. A further example comes from Poland, a laggard in
institutional quality in the mid 80s. Poland’s level of institutional quality was in 1984 only at
23% and close to that of Romania’s (20%). Although having faced lower levels of institution-
al quality, both countries achieved fast institutional change until 1994. Poland, however, out-
performed Romania’s institutional performance and became one of the institutional leaders in
1994. What becomes evident from the presented figures is that similar historical legacies do
not have to engender a similar institutional development in the future.

To sum up, the analysis has shown the relevance of communist ideology for administrative
and institutional structures during the communist period. Communist legacy (initial condi-
tions) has also the potential to explain the institutional performance in the first transition years.
Nevertheless, communist legacy cannot explain why some Ottoman successor states (Serbia,
Macedonia, Bosnia Montenegro), despite a more favorable communist legacy, performed
worse during transition than other Ottoman successor states (Bulgaria, Romania). External
influence by the European Union and in form of external shocks should provide the answer.

5. Non-path dependent factors: External shocks and EU conditionality

Besides historical legacies, non-path dependent factors (external shocks, international organi-
zations, EU) could explain the different institutional trajectories of Central European and Bal-
kan countries. The influence of international financial organizations (IMF, World Bank) on
governance and institutional change has been acknowledged (see Ahrens 2002, p. 351; Jacoby
2001; Linden 2002; Stone 2002; Schonefeld 1996; Wedel 1998). While the World Bank
projects had exerted influence in particular sectors and the IMF on macroeconomic policies
(Cernat 2006, p. 127), the EU was the most influential external force of institutional change
for 10 transition countries, which obtained a perspective to join the EU. That is why, at least
from 1997 onwards, the impact of EU-legislation on institutional performance should be taken
into consideration. This is mainly done in the Europeanization literature (Feather-
stone/Radaelli 2003; Radaelli 2003; Cowles/Caporaso/Risse 2001; Borzel 1999), which fo-
cuses more and more CEEC (Grabbe 2001; Lippert, et al. 2001; Schimmelfennig/Sedelmeier
2005).

Europeanization, i.e. the EU impact on domestic change in candidate countries, is perceived
as a one-way or top-down process of “asymmetrical bargaining” in which the EU is the domi-
nant influencing power (Radaelli 2004, p. 4; Papadimitriou/Phinnemore 2004, p. 623) and
candidate states do not have any formal mechanism to influence the EU prior to their acces-
sion. ® That is why bargaining is in fact a misleading term as the governments of candidate
countries can only bargain about transitional periods and some exceptions, but on the whole
have the obligation to fulfill the fixed “Copenhagen criteria”* prior to their entry. Conditio-
nality is mentioned as the main Europeanization mechanism to transfer EU institutions into
candidate countries (see e.g. Schimmelfennig/Sedelmeier 2005). Conditionality basically
means that EU offers membership and pre-accession support to candidate countries and, at the
same time, maintains a strong pressure on the fulfillment of the accession requirements.

13 One-way influence does not mean that there can be resistance and interaction with already established formal
rules or at least with the informal ones. It just draws attention to the fact that the candidate countries were not
able to influence and change the hitherto established EU legislation.

! The Copenhagen criteria consist of: stable democratic institutions (rule of law, human rights), the existence of
a functioning market economy as well as the capacity to cope with the competitive pressure and market forces
within the EU, the ability to take the obligations from the membership, i.e. to adopt the acquis communautaire.
At the Madrid Council in 1995 a fourth criterion with a similar importance was pronounced, namely the creation
of administrative capacity which requires the enforcement of EU legislation in practice (Dimitrova 2002, p. 178).
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Hence, the EU acts as a third party, which enforces EU legislation and its values via the gov-
ernments of the applicant countries and triggers institutional and governance reforms (Men-
delski 2006, p. 88). In fact, conditionality consists of multiple conditionalities which are re-
lated to democratic, economic and administrative requirements which have to be fulfilled in
order to achieve accession. However, these partial conditionalities are interrelated. Adminis-
trative conditionality is for instance linked to the democracy requirement (rule of law, reform
of jligliciary) and the capacity to implement the (internal market) acquis (Dimitrova 2005, p.
80).

The facilitating and impeding factors for effective conditionality (rule transfer) are identified
in the external incentives model (Schimmelfennig/Sedelmeier 2005, p. 10f). According to this
rationalist bargaining model of externally triggered institutional change, the EU establishes
rules and conditions which the CEEC have to fulfill in order to receive rewards. As the gov-
ernments of applicant countries use cost-benefit calculations, they will only adopt EU rules if
the economic and political benefits from EU membership exceed the costs of domestic adop-
tion (costly domestic reforms). Besides the costs of adoption, conditionality depends on the
preferences of the government and on opposing groups (veto players). Such political and eco-
nomic elites, which have higher benefits from the status quo and strive to preserve their power,
often oppose EU rule transfer and delay institutional change. After all, rule adoption and im-
plementation is done by the national government, which has to balance EU and domestic
pressures in order to maximize its own benefit. Given the immense benefits of EU member-
ship, '® national governments of applicant countries had the will and could finally push
through policy and institutional reforms against the resistance of domestic anti-reformist
groups.

While the theoretical concepts are quite well elaborated, quantitative studies in Europeaniza-
tion research are still scarce and are conducted as qualitative small-N analysis. This is why |
will try to do make a more general comparison and use empirical data from the World Bank
Governance indicators, which allow to me to display where and when the EU generated go-
vernance and institutional change in candidate countries and why institutional performance
was lower in the Balkans. When comparing the World Bank governance indicators (1996-
2005) of the Habsburg and Ottoman successor states, a more stable institutional development
becomes evident in the former as compared to the latter (Figures 1-6 in the Appendix). On the
whole, the development of governance and institutional quality is more volatile in the Balkan
states, a sign for later initiated or stop and go reforms. The only exception in the Habsburg
group is Croatia which was a late reformer.

As far as government effectiveness is concerned high levels (over 60%) were achieved by
almost all Habsburg successors in 1998, whereas the best performing Ottoman successor
states, Bulgaria and Romania only recently attained the 60% barrier (see Figures 1 and 2 in
the Appendix). Basically, the different levels of government effectiveness can be attributed to
different starting points (the will) and the implementation (the capacity) of administrative
reforms. Some Habsburg successors were early reformers (Slovenia in 1990, Hungary in
1992) others late ones (Slovakia in 1999; Croatia in 2000; Czech Republic in 2002). On the

> With regard to administrative conditionality/acquis conditionality, Grabbe distinguishes between five different
conditionality mechanisms through which the EU stimulates institutional and governance changes: gate-keeping
(opening of negotiations), benchmarking and monitoring, prescription of blueprints, aid and technical assistance,
twinning (see Grabbe 2001, p.1020ff).

16 Benefits from trade and cooperation, financial assistance, import of know-how, full access to EU markets,
modernization of economies and administrations, more predictable political security and business structures
(Ahrens 2002, p. 314).
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contrary, Ottoman successors can be characterized as partial or late reformers, starting their
reforms in the second half of the 90s. What is striking in the Ottoman group, are the volatile
changes of government effectiveness in the Romania and Bulgaria after 1998 (figure 2). In
Bulgaria, the significant decline of government effectiveness in 1996/1997 can be attributed
to the effects of a financial crisis in Spring 1996 (Verheijen 1997, p. 2). After the economic
recuperation, state administration reforms were conducted in 1998 and 2001 and the indicator
improved rapidly. Similarly, Romania’s progress of public administration was noteworthy
only after economic recovery in 1999/2000. Besides, from 1999 onwards these two countries
as well as Slovakia and Croatia benefited from EU conditionality and accelerated therefore
administrative reforms in order to fulfill the membership criteria. However, EU conditionality
was not as effective in Hungary and Slovenia. These early reformers achieved a substantial
level of government effectiveness on their own and without the pressure of the EU.

In contrast the majority of Ottoman successors launched reforms later or failed to implement
administration legislation, most probably due to strong detrimental economic and social crisis
and missing beneficial EU pressure. In Albania, the break down of the pyramid finance
schemes triggered violent riots with many deaths in 1997 and impoverished millions of Alba-
nians. External shocks in form of the Kosovo war (1999/2000) an armed conflict in Macedo-
nia in 2001 or the negative impact of the Russian financial crisis on Moldova in 1998, de-
creased government effectiveness. The priority in these countries was on economic, financial
and political stabilization and not on administrative reforms.

The ability to control corruption seems not to have changed in Habsburg successor countries,
except for Croatia, which doubled its 1996 level within 6 years (Figure 3). Such an overall
stable development would confirm that informal institutions (inclination towards corruption)
are slow-changing behavioral patterns. This may be true for economically and politically sta-
ble transition countries. However, this does not account for countries from the Ottoman group,
which experienced a highly volatile development of control of corruption within only few
years. In some Ottoman successor states, control of corruption worsened (Moldova, Albania),
in others, it improved (Serbia and Montenegro, Bulgaria), however from relatively low levels
(Figure 4). In these cases Ottoman legacy cannot account for the rapid up and downs in cor-
ruption levels within only a few years. Such changes must be caused by non-historical factors
and can be explained by less unfavorable economic conditions in the Balkans, such as the
above mentioned negative external shocks, which prevented economic growth, delayed insti-
tutional reforms. Control of corruption figures improved only after the Kosovo war in Serbia
and after economic recovery in Bulgaria and Romania (Figure 4).

Rule of law in the Habsburg group (except of Croatia) as well in Romania, Bulgaria and Ma-
cedonia remained at a similar level or changed only gradually (Figure 5 and 6). Such an al-
most stable development of the rule of law indicates no impact of EU conditionality in this
area. While it is easier to adopt EU required laws and regulations, their effective implementa-
tion and enforcement is more difficult to achieve. Thus, these results seem to confirm the
slow-changing character of legal systems in contrast to fast-changing political institutions
(Roland 2004, p.116) as well as the World Bank conclusion about judicial systems in transi-
tion economies: “Indeed, it is probably fair to say that less overall progress has been made in
judicial reform and strengthening than in almost any other area of policy or institutional
reform in transition countries since 1990” (World Bank 2005, p. 57). While, except of Croatia,
there is almost a stable development of the rule of law indicator in all transition countries, we
can find three negative examples: Bosnia-Herzegovina and Albania which experienced a
sharp drop of 30% in 1996-1998 and Moldova’s harsh decrease (-20%) between 1998 and
2000 (Figure 6). Such quick changes in the rule of law can be again ascribed to external
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shocks and less beneficial economic conditions (1997 revolt in Albania, Moldova’s financial
crisis in 1998 and ethnic conflicts and war in Bosnia in 1995).

6. Conclusion

Ottoman legacy is not sufficient to explain the slow and unsuccessful institutional change in
Ottoman successor states during transition. A similar administrative and institutional legacy
does not necessarily bring about a similar institutional performance later on. It is always easy
to argue that “culture and history matter” when explaining the institutional and economic de-
velopment of countries. However, culture and history do not explain why some countries suc-
ceed to change their ineffective institutional framework, abolish corruption and establish good
governance within a short period of time. The most obvious example is the improved institu-
tional performance of Ottoman successor states Bulgaria and Romania. If not Ottoman legacy,
what then accounts for the worse institutional performance of Balkan countries since 19967
Mainly two factors: The absence of a European Union membership perspective, which did not
stipulate the adoption of EU’s administrative and institutional framework (acquis communau-
taire), and the negative influence of external shocks (wars, ethical conflicts and economic
crisis). These detrimental external shocks reduced the capacity to launch and implement re-
forms and prevented or delayed institutional development in many Balkan countries.

The analysis has shown that EU conditionality was beneficial for domestic reforms and im-
proved the institutional framework in Romania, Bulgaria, Slovakia and Croatia since 2000.
Although the most advanced Habsburg successors (Slovenia and Hungary) were also EU can-
didates it seems that they were less affected by EU conditionality as they reformed their insti-
tutional framework earlier, i.e. before 1996, and thus had to make relatively small institutional
adaptations to fulfill membership criteria. Especially striking is the minimal change of rule of
law in most transition countries, which can be attributed to the general inertia of legal systems
and a less effective implementation and application of the new rules. This is why the devel-
opment of domestic capacity to implement and enforce the new rules from abroad remains a
challenge for the future.

Nowadays, external impact on internal norms and rules occurs in the form of globalization
(Americanization) and regionalization (Europeanization). The adoption of these new rules,
however, depends both on the dominance and attraction of the imposing actor and on the will
of the domestic actors (national states) to adopt and enforce them. Ten years after the end of
Communism the EU prompted an “adaptive institutional change” of candidate countries, from
which especially the second-wave countries'” benefited much. The perspective to join the EU
can be a strong incentive for administrative and institutional reforms, especially if it is credi-
ble and offers positive feedbacks which do materialize in advantages for the people. These
benefits do not have to be exclusively monetary, but also non-monetary, such as freedom and
peace. The EU offers all three advantages. This does not necessarily mean that adopting EU
institutions is the “ultima ratio”. Other countries (e.g. Balkan or Maghreb countries) could try
to develop their own formal institutions that are more compatible with their culture. But such
a development needs time. A quicker way to reform the institutional framework and to pro-
vide a secure and stable institutional environment for foreign investments and economic per-
formance would be to offer a credible membership perspective to the countries currently left
out.

17 Second-wave countries are Bulgaria, Romania, Latvia, Lithuania, and Slovakia. For the EU impact of EU on
institutional (administrative) change in first and second-wave EU candidates see Mendelski 2007.
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Figure 1: Government effectiveness in Habsburg successor countries
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Figure 3: Control of Corruption in Habsburg successor countries
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Figure 2: Government effectiveness in Ottoman successor countries

Control of Corruption {MWorld, 2005}
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Figure 4: Control of Corruption in Ottoman successor countries
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Figure 5: Rule of Law in Habsburg successor countries
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Figure 6: Rule of Law in Ottoman successor countries
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Tablel: Levels and growth rates of GDP per capita in selected regions of the Habsburg Empire, 1870-1910
(in 1980 international dollars)

Growth
Region 1870 1880 1890 1900 1910 Rate (%)

Bohemian Lands

Bohemia 941 1,050 1,226 1,494 1,712 1.55

Moravia 787 927 1,079 1,262 1,429 1.50

Silesia 860 1,064 1,218 1,416 1,646 1.58
Carpathian Lands

Galicia 392 440 534 618 707 1.52

Bukowina 413 469 538 678 741 1.54
Lower Western Hungary

Danube Right Bank 444 531 670 818 1,008 2.07

Danube-Tisza 640 821 949 1,248 1,506 2.13
Upper Western Hungary

Danube Left Bank 505 576 721 848 1,037 1.83

Tisza Right Bank 483 547 695 864 1,034 1.98
Eastern Hungary

Tisza Left Bank 404 464 560 687 845 1.87

Tisza-Maros 411 492 590 725 884 1.92
Transylvania 369 448 526 621 816 1.92
Croatia-Slavonia 312 408 448 514 697 1.84
Dalmatia 348 389 443 493 622 1.40
IMPERIAL AUSTRIA 759 854 978 1,183 1,347 1.48
IMPERIAL HUNGARY 450 549 657 806 1,011 2.00
HABSBURG EMPIRE 642 734 858 1,038 1,218 1.63

Source: Good 1994, p. 44.
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Table 2: Levels and growth rates of GDP per capita in the successor-state territories of the Habsburg Empire,
1870-1910 (present-day boundaries; 1980 international dollars)

Successor State 1870 1880 1890 1900 1910 Growth Rate
Austria® 1,045 1,161 1,334 1,623 1,813 1.44
Czechoslovakia® 803 913 1,077 1.296 1.491 1.59
Czech Republic! 896 1.018 1.187 1.429 1.634 1.54
Slovakia® 503 572 721 866 1,030 1.85
Hunaary?® 532 661 789 1,022 1,253 2.15
Poland® 420 477 575 665 763 1.53
Yugoslavia” 432 510 587 695 885 1.74
Slovenia® 584 683 785 913 1,137 1.62
Croatia® 377 446 506 595 786 1.76
Serbia” 444 528 626 764 923 1.83
Ukraine® 393 442 535 625 722 1.56
Romania” 382 480 558 650 827 1.85

 The entire territory of the present-day state fell completely within the boundaries of the Habsburg Empire.
b Only part of the territory of the present-day state fell within the boundaries of the Habsburg Empire. The GDP per
capita levels and the growth rates are for the Habsburg portion only.

Source: Good 1994, p. 879.

Table 3: Levels of GDP per capita in Eastern Europe, 1910-1989 (1980 international dollars)

1910 1913 1929 1937 1950 1955 1960 1965 1970 1975 1980 1985 1989
Eastern Europe
Albania 780 811 926 1.001 1.181 1.451 1.675 2.004 2.289 2.347 2.413 2.477
Bulgaria 1.456 1.534 1.180 1.567 1.651 2.148 2.912 3.850 4.773 5.831 6.044 6.226 6.216
Czechoslovakia |1.991 2.096 3.042 2.882 3.501 3.922 5.108 5.533 6.466 7.399 7.982 8.367 8.768
Hungary 2.000 2.098 2.476 2.543 2.480 3.070 3.649 4.410 5.028 5.805 6.306 6.557 6.903
Poland 1.690 1.739 2.117 1.915 2.447 2.794 3.215 3.787 4.428 5.808 5.740 5.660 5.684
Romania 1.660 1.741 1.152 1.130 1.182 1.578 1.844 2.386 2.853 3.761 4.135 4.159 3.941
Yugoslavia 1.057 1.057 1.364 1.273 1551 1.797 2.437 3.071 3.755 4.836 6.063 6.297 6.193

Source: Maddison 2007
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Table 4: Levels of GDP per capita in Ottoman and Habsburg Successor States, 190-2003 (1980 international dol-

lars)
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Ottoman
Successor
States
Albania 2499 1.776 1.632 1.775 1907 2.147 2.333 2.087 2.343 2567 2741 2925 3.009 3.173
Bulgaria 5,597 5.198 4.882 4932 5.074 5.283 4.842 4.624 4866 5.028 5350 5.627 5.962 6.278
Bosnia 3.737 3.284 2.475 1.842 1977 2139 3.390 4.633 5.104 5.389 5572 5716 5.850 5.927
Macedonia | 3.972 3.713 3.429 3.125 3.041 2978 2988 3.009 3.094 3.212 3.341 3.176 3.194 3.295
Moldova 6.165 5.052 3.570 3.518 2429 2397 2260 2301 2.154 2.083 2127 2257 2431 2581
Romania 3.511 3.063 2.797 2.843 2957 3.174 3.307 3.114 2971 2940 3.006 3.180 3.343 3.510
Serbia/
Montenegro | 5.160 4.438 3.127 2.141 2.169 2.264 2.368 2.536 2.605 2.166 2.314 2439 2538 2578
Habsburg
Successor
States
Croatia 7.351 5.758 5.137 4.735 4986 5.342 5.699 6.113 6.301 6.261 6.439 6.679 6.961 7.233
Czech
Republic 8.895 7.865 7.818 7.814 7.985 8.464 8.826 8.772 8.679 8.793 9.144 9.393 9.538 9.905
Hungary 6.459 5.694 5528 5507 5.678 5.772 5.861 6.146 6.466 6.760 7.136 7.432 7.712 7.947
Slovakia 7.763 6.606 6.158 6.251 6.612 6.977 7.390 7.716 8.031 8.140 8.299 8.606 8.995 9.392
Slovenia 10.860 9.852 9.312 9.569 10.071 10.474 10.826 11.322 11.735 12.399 12.877 13.220 13.654 13.995

Source: Maddison 2007

Table 5: EBRD Initial Conditions Index

Index
Country value
Czech Republic 3.5
Hungary 3.3
Slovenia 3.2
Slovak Republic 2.9
Croatia 2.5
FYR Macedonia 2.5
Albania 2.1
Bulgaria 2.1
Poland 1.9
Romania 1.7
Lithuania 0.0
Latvia -0.2
Estonia -04
Moldova -1.1

Source: EBRD Transition Report 1999, p. 29.

24




