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Building Good (Enough) Governance in
Postconflict Societies & Areas of

Limited Statehood: The European Union
& the Western Balkans

Tanja A. Borzel & Sonja Grimm

Abstract: In this essay, we assess how the European Union supports the development of postconflict West-
ern Balkan societies toward stable peace, economic prosperity, and consolidated democracy, moving them
along the path to Denmark. Our analysis reveals that the EU has contributed to effective and democratic
governance in its southeastern neighborhood. At the same time, its effectiveness as an external good gov-
ernance-builder varies. Structural postconflict conditions that are not conducive to democratization, con-
Mlicting policy objectives, the dynamic interplay between the EU and Western Balkan governments, and
the involvement of domestic third-party actors in the reform process explain this variation. To make EU
good governance—building more effective, we recommend acknowledging conflicting objectives and us-
ing governance-building instruments consistently and credibly to reconceptualize external good gover-
nance-building as a dynamic process between external and domestic actors and to take domestic actors
and their preferences seriously.

Since the end of the Cold War, the European Union
has sought to foster peace, stability, and prosperity
in post-Communist countries by exporting its norms
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and principles of good governance to promote the
democratic quality and effectiveness of government
institutions. We understand good governance as the
legitimate and effective rule over a fixed territory by
a government that is selected through regular, fair,
and free elections. The so-called Eastern enlarge-
ment of the EU, when ten Central and Eastern Eu-
ropean states joined the EU in 2004 and 2007, is con-
sidered one of the most successful attempts at ex-
ternal good governance-building. Not surprisingly,
the EU drew on its enlargement approach in seeking
to stabilize the Western Balkans that continued to
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be riddled with ethnic violence and linger-
ing conflicts after the military fighting had
subsided.!In 2000, the EU offered a mem-
bership perspective to all countries in the
region that would meet the so-called Co-
penhagen Criteria for effective and dem-
ocratic governance. Next to membership
conditionality, the EU employed a compre-
hensive toolbox of different instruments,
including diplomacy, financial assistance
(development and democracy assistance),
and state- and peace-building supervision,
to promote postconflict stabilization and
democratization.”> But how effective an ex-
ternal governance-builder has the EU been
in aregion where general conditions have
not been conducive to postconflict democ-
ratization and where statehood has re-
mained limited and contested ? This es-
say focuses on how the EU can effectively
support the development of postconflict
societies toward stable peace, economic
prosperity, and consolidated democracy,
moving them along the path to Denmark.

Drawing on both the analysis of macro-
quantitative data and case study research,
we assess the EU’s attempts at building
good governance in the Western Balkans.
In our perspective, the Western Balkans
correspond to the limited opportunity
model identified by Karl Eikenberry and
Stephen Krasner in the introduction to
the Fall 2017 issue of Deedalus. At the same
time, the seven postconflict societies — Al-
bania, Croatia, Bosnia and Herzegovina,
FYR Macedonia, Kosovo, Montenegro,
and Serbia — have been most likely cases
for external good governance-building.
Their domestic elites are not exclusively
rent-seeking, but have some material in-
terests and normative considerations that
resonate with the EU’s development and
good-governance goals and instruments;
otherwise, these actors would not seek EU
membership and the EU would not have
offered a membership option to the gov-
ernments of these countries.
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The Western Balkans is a region that has
been confronted with secessionist move-
ments, unsettled borders, ethnic tensions,
deficient state capacity, and strong cli-
entelistic networks that provide serious
challenges for internal and external at-
tempts at democratic state-building, even
in more consolidated states such as Croa-
tiaand Serbia. After the Balkan Wars of the
1990s, statehood in the Yugoslav successor
states was weak, and governance structures
were either severely damaged or ineffective.
The Wars reinforced cleavages between the
ethnic communities living in the territory,
notleast since externally and internally dis-
placed persons had the right to return. Un-
employment rose quickly after the end of
the fighting. Internal and external security
had to be guaranteed by third-party actors
while demobilizing, demilitarizing, and re-
integrating former fighters.

Considering the challenging starting
conditions, the Western Balkans have
made substantial progress in good gover-
nance-building since the EU recognized
them as potential candidates for member-
ship. Starting at a much lower level of gov-
ernance effectiveness and democracy than
the Central and Eastern European countries
thatjoined the EUin 2004 and 2007, respec-
tively, they have caught up since the turn of
the millennium. Yet a closer look reveals a
more nuanced picture, particularly with re-
gard to democratization. While Croatia and
Serbia seem to have locked in their demo-
cratic changes, the others appear to be more
or less stuck in transition. With regard to
governance effectiveness, in contrast, all
Western Balkan countries show a modest
but steady improvement.

These findings suggest that the EU has
been effective in building good gover-
nance in the Western Balkans, albeit not to
the same extent for all countries. The EU’s
success is often attributed to membership
conditionality, which provides a powerful
incentive for incumbent elites to engage in
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costly governance reforms.3 However, its ef-
fects vary considerably: the EU has not al-
ways applied conditionality consequently
and credibly, nor has the EU necessarily co-
ordinated its conditionality with the efforts
of other relevant donors on the ground.
Moreover, conditionality is combined with
other instruments. When studying the ef-
fects of these instruments, the findings are
mixed, too. Similar to conditionality, EU de-
mocracy assistance has a significant posi-
tive effect on postconflict democratiza-
tion in some cases, whereas the more gen-
eral picture indicates a much weaker causal
relationship.

We conclude this essay with a discus-
sion of why different instruments vary in
their effectiveness to build good gover-
nance in the Western Balkans. We argue
that it is crucial to consider the interplay
between the EU and Western Balkan gov-
ernments. Success and failure of external
good governance-building cannot be fully
explained by constraints on the side of the
EU, on the one hand, or the domestic post-
conflict conditions that are not conducive
todemocratization and state-building, on
the other. Additionally, three factors need
to be taken into account: 1) possible con-
flicts of preferences between the EU and
domestic political actors; 2) the dynam-
ics of the external-domestic interplay; and
3) domestic constraints, such as national
third parties, that may tie the hands of rel-
evant domestic political actors in Western
Balkan governments to act in a way that is
conducive to postconflict stabilization and
democratization.

From its very beginnings, the European
Union has been a “community of values”
of Western European democracies. The
preamble to the Single European Act oblig-
es the member states to “promote democ-
racy” internally and to “display the prin-
ciples of democracy and compliance with
the law and with human rights” external-

ly to contribute to international peace.*
When the Maastricht Treaty of 1992 creat-
ed the Common Foreign and Security Poli-
cy, the EU committed itself to “develop and
consolidate democracy and the rule of law,
and respect for human rights and funda-
mental freedoms.”s EU enlargement policy
became the most comprehensive foreign
policy framework for such external good
governance-building. In 1993, the Copen-
hagen European Council formally accepted
the possibility of membership of all associ-
ated Central and Eastern European coun-
tries, provided that they became function-
ing democracies with market economies
capable of applying the EU body of law. To
encourage good-governance reforms, the
EU predominantly relied on positive con-
ditionality, rewarding compliance with
human rights, democracy, the rule of law,
and the fight against corruption with the
opening of accession negotiations and, ul-
timately, membership. Accession condi-
tionality was complemented with financial
and technical assistance to help candidate
countries comply with EU conditions.®
The EU approach to the Western Balkans
is very similar in its goals and instruments
to its Eastern-enlargement framework.
Since the violent dissolution of the Socialist
Federal Republic of Yugoslavia (SFRY) be-
tween 1991 and 1995, the EU’s declared pol-
icy objectives in the Western Balkans have
combined three different goals: first, secu-
rity goals, following its desire for peace, se-
curity, and stable borders in its direct neigh-
borhood; second, economic goals reflecting
its interest in enhanced economic integra-
tion; and third, political goals, such as de-
mocratization, human rights protection,
and the guarantee of the rule of law in ac-
cordance with its criteria for membership.”
To achieve these three goals, the EU, in
the beginning, focused foremost on di-
saster relief and humanitarian aid, with
the immediate aim to reduce the suffer-
ing of civilian victims of the Balkans Wars
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and to cope with millions of internally dis-
placed persons and refugees migrating to
EU member states. In reaction to the Koso-
vo conflict in 1998 — 1999, the EU started to
more intensely promote postconflict sta-
bilization, state-building, and democrati-
zation in the countries emerging from the
SFRY and Albania. In 2000, the EU creat-
ed the Stability Pact for South-Eastern Eu-
rope, a framework for conflict prevention
and the promotion of inter-regional coop-
eration and development within the West-
ern Balkans. The Stability Pact represent-
ed an integrated framework to assist these
countries in achieving objectives set out in
three sections: 1) democratization and hu-
man rights; 2) economic reconstruction,
cooperation, and development issues; and
3) security issues. With this framework, the
EU recognized its “responsibility to [both ]
contribute to the resolution...of the imme-
diate instability and, in the longer term, to
the general stabilization and development
of the region,” motivated by the region’s
geographic proximity to the EU as well as by
the prospect of mutual benefits through re-
gional stabilization.® The Stability Pact for
South-Eastern Europe represents the begin-
ning of the EU’s political commitment to
the region, setting the stage for the West-
ern Balkan countries’ potential member-
ship in the EU.

The Stability Pact was accompanied by
the more institutionalized Stabilization and
Association Process (SAP) for Southeastern
Europe, which was adopted at the 2000 Za-
greb summit by the European Council in a
joint effort with the heads of state and gov-
ernments of the Western Balkans. The pro-
cess offered “higher incentives to the coun-
tries concerned” and required “compliance
with more demanding conditions, both po-
litical and economic as well as increased
emphasis on the need for regional cooper-
ation.”? In addition to the promotion of de-
mocracy, administrative structures, and the
rule of law, economic development and re-
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gional cooperation played a major role in
the SAP.™°

To animate the SAP and to support post-
conflictstabilizationand democratizationin
the Western Balkans, the EU combined dif-
ferent instruments: namely, 1) diplomacy,
2) financial assistance, 3) accession (or
membership) conditionality, and 4) state-
and peace-building supervision. Diplomacy
is part of all cooperation agreements and
represents a constantin all forms of interac-
tion between the EU and domestic actors in
the Western Balkans." With financial assis-
tance, the EU seeks to support the building of
democraticinstitutions and governance ca-
pacity. Since 1991, the EU has channeled fi-
nancial assistance through a variety of pro-
grams and fiscal instruments. In the imme-
diate aftermath of the collapse of the SFRY
in 1991 — 1992, safeguarding the survival of
the population was clearly the EU’s priori-
ty in the Western Balkans. The EU provided
humanitarian assistance and disaster relief
through the Humanitarian Aid Office of the
European Commission (ECHO), later called
the European Commission on Humanitar-
ian Aid and Civil Protection (DG Humani-
tarian Aid). Additionally, between 1992 and
2006, the Western Balkans benefited from
the Poland and Hungary: Assistance for Re-
structuring their Economies (PHARE) pro-
gram.'> With the dissolution of the SFRY,
the successor countries and Albania grad-
ually became eligible for PHARE. After the
Zagreb summit in 2000, ECHO and PHARE
were replaced by the single framework pro-
gram: Community Assistance for Recon-
struction, Development and Stability in
the Balkans (CARDS). Between 2000 and
2006, most of the EU’s financial and tech-
nical assistance was channeled through
CARDS and implemented by the European
Agency for Reconstruction. Finally, in 2007,
CARDS was incorporated into the Instru-
ment of Pre-Accession Assistance (IPA), en-
abling candidate and potential candidate
countries “to introduce the necessary polit-
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ical, economic and institutional reforms to
bring them into line with EU standards.”3
All Western Balkan countries currently re-
ceive funding through the IPA since, by
2016, all have been granted either candi-
date (Albania, FYR Macedonia, Montene-
gro, and Serbia) or potential candidate sta-
tus (Bosnia and Herzegovina and Kosovo
under United Nations Security Council Res-
olution 1244). Croatia received 1PA funds
until it became an EU member in 2013.

In addition to programs specifically de-
veloped for the Western Balkans, the EU
has also funded the promotion of democ-
racy, human rights, and the rule of law in
the region since 2000 through the Europe-
an Initiative for Democracy and Human
Rights (European Initiative), renamed the
European Instrument of Democracy and
Human Rights (EIDHR) in 2007.'4 EIDHR
funding is independent of intergovern-
mental bilateral cooperation agreements
and enables complementary bottom-up
democracy promotion. It targets third par-
ties such as civil society organizations and
nonprofit organizations, but also parlia-
mentary bodies and international organi-
zations whose activities or projects match
European Council goals for promoting de-
mocracy and human rights.'

Accession (or membership) conditionality is
based on incentives rewarding progress in
complying with EU conditions and pun-
ishing the lack thereof. Political condi-
tionality seeks to change the behavior of
actors in relation to democratic develop-
ment and the protection of human rights
and civil liberties. Likewise, EU accession
or membership conditionality as a sub-
type of political conditionality attempts
to incentivize actors in (potential) candi-
date countries to pursue socioeconomic
liberalization, support democratic institu-
tion-building, and strengthen governance
capacity therein. Since the adoption of the
SAP, the EU haslinked postconflict recov-
ery in the Western Balkans with the pro-

cess of EU integration. Incentives include
visa liberalization, technical assistance
and financial support for structural devel-
opment and democratic institution-build-
ing, access to the European Single Market,
and, ultimately, full EU membership.

State- and peace-building supervision is the
(temporary) takeover of decision-making
and the implementation of policies by an
external actor. It includes international
peace- and state-building missions with a
mandate to monitor or supervise democ-
ratization in postwar societies.'® The EU
rarely engages in such highly intrusive and
cost-intensive endeavors. In the Western
Balkans, however, there are two examples
of such an EU engagement: First, between
2002 and 2011, the High Representative/EU
Special Representative in Bosnia and Herze-
govina assumed the power and authority to
oversee the implementation of the General
Framework Agreement for Peace in Bosnia
and Herzegovina and the approximation of
the territory to the EU. Our second example
is the takeover of responsibility for the eco-
nomic reconstruction pillar under the Unit-
ed Nations Interim Administration Mission
in Kosovo, as well as the subsequent Euro-
pean Union Rule of Law Mission in Kosovo
that has overseen capacity-building in the
rule-of-law sector since Kosovo’s indepen-
dence in 2008.

EU support for the Western Balkans has
significantly changed over the last two de-
cades with regard to both the purpose and
the use of these four instruments. First,
the EU’s programs have become increas-
ingly more specific with regard to the sec-
tors and components for which support has
been given. Second, EU priorities have grad-
ually shifted from short-term disaster re-
lief to long-term socioeconomic develop-
ment, capacity-building, and democrati-
zation. Peace and stability have been the
primary goals, complemented by economic
liberalization and political reforms intend-
ed to further democracy. Third, consider-
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ing the recipients of EU diplomacy, finan-
cial assistance, and conditionality, the EU
relies to a much greater extent on coopera-
tion with state actors than with nonstate ac-
tors. Asaresult, EU support is foremost top-
down, oriented toward the establishment
of functioning political institutions and an
effective state administration. This strategy
has notbeen balanced by an equally weight-
ed bottom-up approach that would foster a
vivid political community and an indepen-
dent civil society.”” Fourth, the EU hasbeen
reluctant to engage in highly intrusive su-
pervision and interim administration mis-
sions. Itsengagement in Bosnia and Herze-
govina and in Kosovo can be seen as the ex-
ception rather than the rule.

How successful has the EU been as an
external democracy promoter and gover-
nance-builder in the Western Balkans ? To
assess the effectiveness of the EU’s four in-
struments for building good governance,
we focus on stable and effective statehood
and the quality of democracy.'® In doing
this, it is important to consider the start-
ing conditions that the EU found in the
postconflict Western Balkans. In gener-
al, conditions conducive to democrati-
zation are absent in the aftermath of vio-
lent conflict. As political scientist Virginia
Page Fortna has put it: “the atrocities of
civil war are fundamentally antithetical”
to democratic norms.'? More specifically,
recent warfare, challenged statehood, and
ongoing ethnic tensions within the coun-
tries, in combination with destroyed in-
frastructure, the massive displacement of
peoples, risinglevels of poverty and unem-
ployment, high levels of corruption and
criminality, and a weak civil society, rep-
resent difficult context conditions for suc-
cessful democracy promotion.>° In a post-
conflict society, fear and mistrust are prev-
alent, and soldiers and civilians are likely to
be traumatized by the recent experiences
of violence, atrocity, and destruction.*
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Therefore, good governance—building
in the Western Balkans has required sub-
stantial efforts to overcome the causes and
consequences of violent conflict, build up
functioning state institutions, enhance so-
cioeconomic development, create socie-
tal trust, and sow the seeds of democracy.
Additionally, statehood (understood as
the control over the monopoly of the use
of force and the capacity to set and enforce
rules) is as limited and contested as the ex-
istence of a nation (understood as a com-
munity of equal citizens sharinga common
national identity).>*

In Kosovo and Bosnia and Herzegov-
ina, international and domestic sover-
eignty is externally constrained and eth-
nically contested, borders are unsettled,
and constitutional issues are unresolved.
Moreover, the accommodation of seces-
sionists by power-sharing arrangements
weakens the power of central government;
the Serbs in Kosovo and Bosnia and Her-
zegovina having no interest in strong state
institutions exacerbates this weakness. Al-
bania, Macedonia, and Montenegro suf-
fer (more) from limited statehood due to
alack of resources (staff, expertise, funds)
as well asinstitutionally entrenched struc-
tures of corruption and clientelism.*3

Despite rather unfavorable conditions,
the Western Balkans has experienced prog-
ress in effective and democratic gover-
nance-building; compared with other post-
conflict countries in the world, the West-
ern Balkan countries are relatively well-off.
Ever since the Balkan Wars, the risk of vio-
lent conflict hasbeen considerably reduced,
governance capacities have improved, and
all countries have exhibited progress with
democratization, albeit slow and with set-
backs. Approximation to the EU has had a
conflict-moderating effect. Since the ear-
ly 1990s, the only postconflict country in
the world that has become a liberal consti-
tutional democracy is Croatia, which was
awarded with becoming the EU’s twenty-
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eighth member state in 2013. Serbia has
made sufficient progress to open accession
negotiations in 2014. Albania, FYR Macedo-
nia, and Montenegro, in contrast, have be-
come stuck and even show some signs of
democratic backsliding. Most worrisome
are Bosnia and Herzegovina and Kosovo,
whose highly contested statehood has pre-
vented any improvements in good gover-
nance in recent years.*4

How do we account for this variation ?
To deal with the challenges in the post-
conflict Western Balkans, the EU has em-
ployed the four previously mentioned in-
struments. Tracing their effects is not an
easy task: the instruments are not used
in a mutually exclusive way, but are often
combined, sometimes strategically, some-
times by trial and error. From our qualita-
tive and quantitative empirical research,
we deduce the following effects.

Dialogue and negotiations as means of
diplomacy between the EU and domestic
actorsin the Western Balkans are constant-
ly taking place at all stages of the drafting
and implementation of reform. The EU is
formally excluded from participation only
at the stage of policy-adoption in nation-
al parliaments. Furthermore, diplomacy
is never used as a governance-building in-
strument in isolation, but always precedes
or accompanies the use of the other instru-
ments. Nevertheless, empirical evidence
shows that the postconflict Western Bal-
kan countries receiving EU support would
not have drafted or implemented the ma-
jority of reforms without diplomatic ex-
change.?® Financial assistance in the form
of development and democracy assistance
has a positive but small effect on democra-
tization in the Western Balkans.?®

The findings on accession conditionali-
ty are more mixed. The accession aspira-
tions of (potential) candidate countries
combined with the high degree of lever-
age the EU has due to asymmetrical inter-
dependence renders conditionality effec-

tive.?” Cross-conditionality with other re-
gional organizations such as NATO and the
Organization for Security and Co-Opera-
tion in Europe (OSCE) increases external
leverage on national governments to build
good governance.?® At the same time, con-
flicts between the different members of the
EU over accession weaken the EU’s lever-
age in the Western Balkan region. Togeth-
er with the EU’s enlargement fatigue, this
reduces the credibility of accession condi-
tionality.? Finally, conflicts over nation-
al identity significantly limit the effective-
ness of external actors’ efforts to promote
democracy and strengthen the governance
capacity of Western Balkan states.3° Not
surprisingly, overall compliance with EU
demands for domestic reform tends to be
“fake and partial.”3' However, Serbia’s co-
operation with the International Criminal
Tribunal for the Former Yugoslavia (ICTY)
shows that accession conditionality still in-
duces target governments to cooperate with
EU requirements —when the conditions
are exerted credibly and in a timely fash-
ion. Serbian compliance resulted from the
considerable pressure exerted jointly by the
U.S. government and the EU Commission.
Moreover, smaller and more attainable in-
centives, such as the promise of aid and co-
operation agreements, were decisive to pro-
mote cooperation with the 1CTY.3*

The effects of the EU’s engagement in in-
ternational peace-building missions with a
mandate to democratize are likewise mixed
and contested. Particularly in Bosnia and
Herzegovina and Kosovo, immediate post-
conflict stabilization would not have been
possible without the legislative, executive,
and judicative contributions of external ac-
tors such as the United Nations, the OSCE,
NATO, and other international and region-
al organizations including the EU. In both
countries, the EU became more important
over time, replacing conflict resolution
through liberal postconflict state-building
with good governance-building through
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an EU approximation approach. However,
this dual agenda also bears problems. While
seeking to build a functioning democratic
state in Kosovo that complies with EU ac-
cession criteria, the European Union Rule
of Law Mission in Kosovo operated under
UN Resolution 1244, which requested “neu-
trality” on the Kosovo status question. But
how do you create a functioning state with-
out recognizing its sovereignty? As a con-
sequence of this dilemma, the EU has man-
aged to improve effective governance while
democratic governance has lagged behind,
though levels of organized crime and cor-
ruption have remained high in Kosovo and
parallel Serbian institutions in Northern
Kosovo continue to exist.33 These setbacks
notwithstanding, the EU succeeded in April
2013, after a lengthy negotiation process,
in brokering an agreement between Serbia
and Kosovo aimed at normalizing their re-
lations. Regarding the EU’s role in Bosnia,
experts agree that the prospect of EU mem-
bership has not been sufficient so far to in-
centivize the urgently needed reform of the
strictly consociational institutions, as de-
fined in the Dayton General Framework
Agreement for Bosnia and Herzegovina, to
strengthen the level of the federal state, or
to bridge the deeply entrenched cleavages
that exist between Bosnia’s two state enti-
ties and three ethnicities.34 Furthermore,
the double-hatted role of being a High Rep-
resentative and an EU Special Representa-
tive (between 2002 and 2011) required over-
seeing the peace-building process and, at
the same time, fulfilling the EU accession
criteria — an irresolvable task for the respec-
tive incumbent.

In summary, the EU has contributed to
the building of effective and democratic
governance in the Western Balkans. At the
same time, its effectiveness as an external
governance-builder varies. Croatia and Ser-
bia are clear success cases whereas the re-
cords of FYR Macedonia and Montenegro
are mixed and those of Albania, Bosniaand
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Herzegovina, and Kosovo are increasingly
disappointing. This is partly explained by
diverginginterests of EU member states and
a general enlargement fatigue, on the one
hand, and the postconflict conditions that
are not conducive to stabilization and de-
mocratization in the Western Balkans, on
the other. The dual role of acting as a peace-
keeper and as an EU approximation observ-
er, aswell as the problem of highly contest-
ed statehood largely explain failures in Bos-
nia and Herzegovina and Kosovo.

Going beyond these explanations, there
are two more factors that need to be con-
sidered. First, conflicting policy objectives
that put the recipient countries in an un-
intended trade-off reduce the effective-
ness of the EU’s support; one policy goal
may be impaired by the achievement of an-
other.3’ For example, externally promoted
political competition under the objective
of democracy promotion during election
campaigns might reduce the willingness
of ethnically composed political parties
to compromise, thus increasing instabili-
ty in a postconflict country and undermin-
ing the objective of state-building. Or the
strengthening of democratic institutions
might deprive parts of the society of polit-
ical or economic privileges, making them
question the legitimacy of the state. If not
managed well, those conflicts negatively
influence transition outcomes and lead to
setbacks in governance reforms.

Second, partial or fake compliance with
conditions of external governance-builders
is often blamed on domestic actors “unwill-
ing” (interpreted by external actors as be-
ing “illiberal,” “antidemocratic,” or “anti-
modern”) or “unable” (understood as be-
ing incapable due to resource constraints
or a lack of personal knowledge) to en-
gage in governance reforms.3® This view
neglects the constant interplay of negoti-
ations between external and domestic ac-
tors in which both sides possess a set of in-
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reform agenda. Governments and state
officials of Western Balkan countries can
take action independently from the EU and
other external actors by playing two-level
games.3” On the first level, the external-
domestic interaction between external
governance-builders and domestic recip-
ients (governments, ministries, or parlia-
ments) unfolds. Here, conflicts over pref-
erences, reform approaches, and reform
implementation might emerge in the ne-
gotiation process. On the second level, do-
mestic political actors have to interact and
negotiate with domestic third-party actors
(opposition parties, political unions, civ-
il society actors). Here, domestic govern-
ments have to consider three issues: First,
domestic third-party actors can act as veto
players whose consentis necessary to draft,
adopt, orimplement a reform package. Sec-
ond, governments and state officials have
to consider the framing of reforms that
might touch upon issues of national iden-
tity. Third, national governments must take
the possible reform effects for the elector-
ate into consideration, meaning they must
anticipate social mobilization for or against
proposed reforms. Context-insensitive re-
form demands might not resonate with the
everyday local needs of affected citizens.
In sum, without acknowledging the stra-
tegic behavior of domestic actors and the
constraints they face, and instead por-
traying them as “unwilling” or “unable”
to reform, external governance-builders
tend to neglect the rational interests of do-
mestic political actors and the dynamics of
two-level game negotiations. Domestic ac-
tors might seek to modify, adapt, change,
or reject external reform demands due to
preferences that diverge from external ac-
tors’ inclinations or because of domestic
constraints, such as the existence of do-
mestic veto players and specific domestic
conditions that do not fit the reforms de-
manded by external actors like the EU.

What are the policy implications of our
findings ? Students of state-building and
democracy promotion mostly agree that
effective good governance-building re-
quires a context-sensitive approach.3® We
propose three recommendations for put-
ting such an approach into practice:

1) Acknowledge conflicts of objectives and use
governance-building instruments consistently
and credibly. External governance-builders
should acknowledge that all good things
do not necessarily go together. This may
require explicitly prioritizing short-term
goals, such as using unconditional aid to
ensure stability even if it may strengthen
incumbent regimes reluctant to engage in
democratic reforms. This will also facili-
tate the credible and consistent use of con-
ditionality, which is often undermined by
continuing aid despite the lack of demo-
cratic progress in the interest of stabili-
ty.39 Both solutions likewise require a clos-
er coordination among the different region-
aland international organizations involved
in state-building and democratization to
avoid introducing further conflicting objec-
tives (such as prioritizing security-building
to comply with NATO demands versus pri-
oritizing democracy development to com-
ply with EU demands).

2) Reconceptualize external good gover-
nance—building as a dynamic process between
external and domestic actors. Practitioners
should take into account that building ef-
fective and democratic governance takes
placein adynamic environment, in which
domestic actors are not mere recipients of
external demands. While external actors
might offer financial and technical assis-
tance to build up institutions and to pro-
fessionalize governance structures, do-
mestic actors are in the driver’s seat when
it comes to the implementation and appli-
cation of political and administrative re-
forms.4° Without serious cooperation at
eye level, external governance-building is
unlikely to be effective.
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3) Take domestic actors and their preferences  intermediate, or long-term goals, set differ-
seriously. Finally, practitioners should not ent priorities, and tend to use other means
mistake any domestic behavior diverging toachieve their desired objectives.4* More-
from their demands and expectations as  over, domestic actors may be constrained
“resistance.” Domestic actors have legiti- by relevant domestic interests of the pub-
mate interests that do not necessarily op- lic and other third parties. Ignoring these
pose attempts at building good governance.  interests contradicts the very goal of build-
Rather, they may prefer other short-term, ing democratic and effective governance.
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