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PREFACE 

 

The world today is developing at a tremendous speed and globalization is a 

process that no country, no individual can ignore. Changes happen in 

politics, in the economy, in law, everywhere where man can impose his 

influence. 

 

The United Nations Organization is trying to give its own direction in all 

those changes by funding the goals for sustainable development until 2030, 

with a recommendation that they be respected by the member states of the 

organization. 

 

I believe that the idea of a global partnership is viable only if science gets the 

primacy of guidance in the states and if the ideas of peace, good governance, 

sustainable economic and social development are accepted by the authorities 

right now, so that we can see the effects in a few years. 

 

The international scientific conference organized by the Faculty of Law with 

the title "Toward a better future" this year had the sixteenth goal of the UN 

as a light motive. This is our sixth conference and we believe that as an 

educational as well as a scientific institution, we should make our own 

contribution towards the achievement of the given goal, which is to live in a 

better and happier society. 

 

This year, the framework of our thinking is the ideas of the UN to try to give 

our proposals and ideas as to peace, justice and strong institutions. 

 

The authors who registered their papers at the conference deal with different 

scientific fields in the social sciences and offered us quality papers in the 

direction of the development of our societies towards inclusiveness and 

representation of everyone regardless of origin, race, religion or sexual 

orientation. 

 

The rule of law, the protection of human rights and freedoms must be on the 

pedestal because without it we will not have the opportunity as humanity to 

get the best out of ourselves and contribute to social development. 

 

I wish that the conclusions that will emerge from our papers at this 

international meeting will become part of the policies of the states that strive 

to achieve peace, justice and strong institutions. 
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Ladies and gentlemen, 

 

Distinguished guests, 

 

It is with great pleasure and honor that I stand before you today as we gather 

for the opening of the International Scientific Conference of the Law Faculty. 

Our conference carries the significant title of "Towards a Better Future: 

Peace, Justice, and Strong Institutions." This topic aligns perfectly with the 

global pursuit of sustainable development and underscores the crucial role 

of law in shaping a brighter future for all. 

 

The Sustainable Development Goal 16, known as SDG16, encompasses the 

principles of peace, justice, and the establishment of strong institutions. 

These pillars are essential for the advancement of societies and the well-

being of individuals worldwide. As we gather here today, we recognize the 

pressing need to address the challenges that hinder the realization of these 

fundamental values. 

 

Peace, as we know, forms the bedrock upon which prosperous societies are 

built. It is the absence of conflict, the presence of harmony, and the pursuit of 

understanding among nations, communities, and individuals. Achieving 

lasting peace requires our collective efforts in resolving conflicts, promoting 

dialogue, and fostering a culture of tolerance and respect for diversity. 

Through our discussions and research during this conference, we aim to 

explore innovative legal approaches and strategies that can contribute to 

sustainable peace-building efforts. 

 

Justice, too, is an indispensable component of a better future. It ensures the 

fair and equitable treatment of individuals, upholds the rule of law, and 

safeguards human rights. Yet, justice is often elusive for many, particularly 

the marginalized and vulnerable. It is our duty as legal scholars and 

practitioners to address these disparities, examine the existing legal 

frameworks, and propose reforms that promote equal access to justice for 

all. By doing so, we can pave the way towards a more inclusive and just 

society. 

 

Strong institutions are the pillars that support the rule of law, good 

governance, and effective public administration. They provide the necessary 

framework for sustainable development and ensure that the benefits are 

shared by all members of society. Our conference serves as a platform to 

delve into the crucial role of legal institutions in promoting transparency, 

accountability, and the efficient delivery of justice. Together, we can identify 
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best practices, exchange knowledge, and shape the future of legal institutions 

that are robust, efficient, and responsive to the evolving needs of our 

societies. 

 

Ladies and gentlemen, 

 

The challenges before us are formidable, but so is our determination to 

overcome them. Through this conference, let us harness our collective 

expertise, ignite meaningful discussions, and foster collaborations that will 

contribute to the realization of SDG16 and a better future for all.  

 

I encourage you to actively participate, share your insights, and engage in 

fruitful dialogue that will enrich our understanding and pave the way for 

impactful change. 

 

I extend my heartfelt gratitude to the organizing committee, the participants, 

and our esteemed speakers who have contributed their time, knowledge, and 

dedication to make this conference a reality.  

 

Together, let us embark on this intellectual journey, united in our 

commitment to peace, justice, and strong institutions. 

 

Thank you, and I wish you all a productive and inspiring conference. 

 

 

Prof. dr. sc Goran Ilik 

Vice-Rector for Science of the University “St. Kliment Ohridski” – Bitola 

 

Bitola, 20.10.2023 
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COUNTRIES IN THE CONDITION OF EUROPEAN 
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Abstract 

This paper deals with the institutional development achievements and obstacles to 

democratic transition in the SEE countries. By applying comparative analysis and 

calculating global governance indicators for period 2005 – 2013 and 2014 – 2021, 

we show how the EU enlargement policy development have influenced institutional 

changes in these countries, in particular in SEE non-EU countries. The EU 

accession conditionality has had strong impact on the quality of their political and 

institutional governance. The concluding remarks reveal that Western Balkan 

countries are still far from getting EU membership due to their inability to comply 

with accession criteria, as well as main EU Member States’ resistance to EU 

enlargement policy. They are still burden with the inefficiencies stemming from 

poor neighborly relations, weak institutional settings, high rate of corruption, 

absence of the rule of law etc. In order to achieve progress on their path towards EU 

accession, these countries should take decisive steps to strengthen democracy and 

the rule of law by preventing corruption.  

 

Keywords: the institutional quality, reforms, governance, EU, SEE, Western Balkan 

countries  

 

 

 

 
3 "This paper was written as part of the 2023 Research Program of the Institute of Social 

Sciences with the support of the Ministry of Science, Technological Development and 

Innovation of the Republic of Serbia." 
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INTRODUCTION 

 

  Improving the quality of the institutional arrangements is an issue of 

relevance to South Eastern Europe4 (SEE) countries, especially those in the Western 

Balkan (WB) region. The importance of institutions in shaping their economic, 

political and social developments, as well as their influence on the direction of 

strategic policy for the future, is indisputable. The implementation of institutional 

reforms in this region implied the rapid suppression of institutions from the previous 

political and economic system, while the construction of new ones depended on the 

speed of structural changes realization and the fulfillment of requirements for EU 

membership. The SEE countries had similar institutional conditions, but thereafter 

chose different trajectories (the speed and sequence of policy reforms) for the 

establishment of a market economy. Those countries that managed to meet EU’s 

Copenhagen criteria achieved better results in the improvement of their institutional 

environment. SEE-non EU countries are still lagging behind the EU member states 

countries due to the backsliding on democracy, weak economic performance, 

regional disputes, and political instability over the past few decades. These countries 

are faced with the capture of the state by elites who give priority to rent-seeking and 

ethno-nationalist appeals instead of economic reform implementation and creation 

of democratic institutions (Vachudova 2019). The region is characterized by high 

political risks related to lasting enmities from the wars of the 1990s, ethnic 

fragmentation, high share of the informal economy and employment rate, pervasive 

corruption and low levels of confidence in government etc. Such democratic 

backsliding emerged due to weak institutional arrangements and inherited 

governance practice that enable executive dominance, patronage and informality 

(Kapidžić 2020).  

  Our paper is organized as follows. In the Section 1 we give an overview of 

empirical studies which mainly investigate the effects of institutional quality on 

economic performance in host countries. In Section 2, we highlight the most 

important economic, political and social challenges during the implementation of 

structural reforms and building of institutions. Then, we present the level of 

institutional development that has been achieved in SEE countries by calculating 

global governance indicators and compare their institutional performances.  

 

LITERATURE REVIEW 

 

  In the literature on economic development, the institutional quality has been 

often stressed as the key determinant in explaining the economic performance, 

national competitiveness and differences between countries and regions. The 

significance of institutional quality on countries’ success in economic growth and 

 
4 In the very beginning of the 1990s, the SEE region consisted of Albania, Bulgaria, 

Romania, and the Socialist Federal Republic of Yugoslavia. We analyse the Southeastern 

European EU member states (SEE EU: Bulgaria, Croatia and Romania) and Southeastern 

European non-EU member states (SEE non-EU or Western Balkans: Albania, Bosnia and 

Herzegovina (BIH), North Macedonia, Montenegro, Serbia). 



171 
 

development has been revealed in a number of empirical studies (Alfonso, 2022; 

Minović et al., 2020; Zergawu et al., 2020, Ramadhan, 2019; Zvezdanović 

Lobanova et al. 2016, Zvezdanović, 2013). For example, Kovaci (2022) reveals that 

the influence of institutional setting on economic development is positive, it varies 

according to the country groups i.e. both investment, and total factor productivity 

channels are more effective in low and middle-income countries. This finding is 

consistent with the results of Hayat (2019), who demonstrate that both institutional 

quality and FDI inflows cause higher economic growth. His findings show that 

better institutional quality in the low and middle-income countries was found to be 

enhancing the FDI-led economic growth.  

  By applying an ordinary least squares panel regression model using the data 

from 16 transition countries from Central and Eastern Europe and Western Balkans 

in the period 2000-2016, Kocevska-Shapkova and Makrevska-Disoska (2017) 

examine the effects of interdependence of institutions and free trade on economic 

prosperity. The authors find both institutions and trade are statistically significant 

determinants the GDP per capita in the selected economies. The recent study by 

Radulović (2020) compare the effects of institutions on the economic growth of 

SEE region with those in EU and non-EU countries for the period 1996–2017. The 

results indicate that there is a long-run relationship between institutional quality and 

economic growth for all significant variables in EU countries, while in the non-EU 

countries only governance indicators such as government effectiveness, political 

stability and absence of violence, regulatory quality, and voice and accountability 

proved to have significant impact on economic growth. Similarly, Nedić et al. 

(2020) find that the implementation of institutional change policies (especially those 

that promote government effectiveness and regulatory quality) in SEE non-EU 

countries characterized by delayed transition can have a positive effect on long-term 

economic growth. 

  Yildirim and Faysal (2016), studying 38 countries from different continents, 

reveal that institutional quality indicators such as the integrity of the law system, 

regulations on trade barriers, restriction of foreign investments, the share of the 

private sector in the banking system and employment-dismissal variables have 

positive impact on the macro-economic performance. According to their findings, 

indicators that proved to have negative effect are judiciary independence, 

government expenditures, transfers and subsidies, civil freedoms, the black market 

exchange rate, collective bargaining and political stability.  

Oanh et al. (2021), in a study of 48 Asian countries on the basis of indicators from 

2005 to 2018, find that quality of institutions is a crucial factor of economic 

development. The authors point out that the higher institutional quality in the lower 

income Asian countries promote the growth more effectively than in the higher 

income ones. Obviously, there is a certain institutional threshold for economic 

performance after which further institutional improvements cause the adverse 

impact on economic growth.  Olaoye and Aderajo (2020), however, point out that  

economic institutions will only achieve desirable economic effects if the quality of 

political institutions is above a certain threshold. To prove their point, they use a 

sample of 15 country members of the Economic Community of West African States 

(ECOWAS).  
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INSTITUTIONAL DEVELOPMENTS IN SEE COUNTRIES ON THEIR 

PATH TOWARD EU MEMBERSHIP 

 

  The process of structural reforms implementation in the SEE region took 

place in very complex circumstances. Among the explanations offered to account 

for adverse economic, political and social developments in this region, the most 

prominent are the wars and ethnic conflicts, the dissolution of the Socialist Federal 

Republic of Yugoslavia, economic and diplomatic sanctions imposed on 

Yugoslavia, NATO bombing, a delayed transition to democracy and market 

economy etc. Therefore, all these adverse events have been framed through the 

overlapping and conflicting dynamic of nation- and state-building processes and 

countries’ aspirations to join the EU (Džankić et al. 2019). Such developments 

severely and negatively affected the GDP growth, industrial production, inequality, 

living conditions and social well-being.  Countries were also faced with the severe 

economic decline, foreign trade implosion and hyperinflation in the early 1990s 

(Uvalić, 2019). “The existing institutional arrangements were serious impediments 

to the economic development of the post-socialist countries since they were not able 

to adapt successfully to the changing conditions” (Zvezdanović Lobanova et al., 

2021).  

  With the desire to support this region, the EU adopted the Stability Pact for 

South Eastern Europe in 1999 in order ensure peace and security, as well to 

stimulate cooperation between countries. “European integration of the WB countries 

is being carried out through the Stabilization and Association Process (SAP) aimed 

at strengthening relations between the EU and the countries of the region” 

(Zvezdanović Lobanova, 2017). It was launched and strengthened at the EU-

Western Balkans summit of 2003 in Thessaloniki with the aim to support eventual 

EU membership. This political agreement was signed with the aim to enable EU 

integration of the Western Balkans into Euro-Atlantic structures and transition to 

market economies. Thanks to this Pact, implemented projects led to the 

improvement of cooperation in the region (in the areas such as the fight against 

organized crime and corruption, migration, the visa regime and cross-border 

cooperation). In addition, the CEFTA free trade zone was established and the 

regional electricity market was formed. The pace of institutional and economic 

reforms was accelerated after the signature of the Stabilisation and Association 

Agreement with the EU (North Macedonia in April 2001; Croatia in October 2001; 

Albania in June 2006; Montenegro in October 2008; Serbia in April 2008 and BIH 

in June 2008) and again after the start of the membership negotiations.  

  In addition, this Pact envisaged an increase in employment and provision of 

better working conditions. In this regard, the regional cooperation and the 

strengthening of institutions dealing with employment and employment issues were 

set as main goals by the ministries of labor of the WB countries. As a result, a 

regional network was established to monitor and combat undeclared work, and this 

activity was supported by increased institutional capacity. At the same time, the WB 

countries began to engage more and cooperate in the field of employment and social 
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policy, as well as to support the development of inclusive markets, which enable 

individuals and their families to acquire not only better conditions for overall life, 

education, treatment, food quality, but also better use of their free time. The 

modernization of the labor market is also very important because it provides an 

easier connection with the European labor market. It also enables a more efficient 

conversion of undeclared work into legally declared job, as well as the 

implementation of those employment measures that increase the employment of 

young people, women, and the long-term unemployed (Employment, 2020). This 

contributes to economic reforms being more successful in the SEE and WB 

countries, but also to being better aligned with the principles of the labor market in 

the EU. 

  It is very important for these countries to increase the level of production 

and productivity and to enable rapid development of information technology sector 

by respecting the basic principles of the economy. In addition, these countries are 

expected to become export-oriented and to increase the level of their exports, to 

encourage free trade and to strengthen not only the particular economy, but also of 

the entire region. This is not a new claim, since the trade has been a kind of 

connection since the Middle Ages. In the 17th century, it was the most natural way 

of connection, and today, it means reducing restrictions on the free flow of goods 

and services between countries. "Trade liberalization (economic or market 

liberalization) enables greater freedom when importing goods. It involves removing 

or reducing trade practices that prevent the free flow of goods and services from one 

country to another. It includes the elimination of tariffs (for example, export 

subsidies) as well as non-tariff barriers (for example, licensing regulations, quotas or 

production standards).” (Maksimović, 2017, 452-453). Beside intensive trade 

cooperation, cooperation in the area of culture, education, employment, anti-

corruption, rule of law and respect for the principles of democracy should promote 

better understanding between these countries, reduce conflicts and expand joint 

activities that preserve peace and prosperity in the region.  

  The prospects of European integration had significant impact on the 

economic and social transformation in SEE countries. After Bulgaria, Romania and 

Croatia became the EU member states, they have experienced a higher economic 

performance and an increase in competitiveness. Such a trend was revealed in an 

article by Campos et al. (2019) who find that there are large positive effects from 

EU membership. The authors point out that countries receive positive, significant 

and substantial net benefits from EU membership in terms of higher GDP per capita 

and labor productivity. These benefits represented powerful stimulus for 

governments of WB countries to fullfil the EU’s extensive entry requirements. 

However, this positive pay-off from EU membership differs across countries and 

over time. By providing material benefits and external legitimacy to the ruling elites 

in these countries, the EU has had a transforming effect on domestic institutional 

and legislative structures underpinning the rule of law (Noutcheva and Aydin-

Düzgit, 2012). The presence of the European Union in the Balkans actually 

represents support for the WB countries in terms of building institutions, achieving 

the rule of law and encouraging those countries to cooperate with each other, but 

also with EU countries. This strengthens stabilization, but, at the same time, 
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encourages the Europeanization of the Balkan countries. The EU is the place where 

the Balkan countries want to be, because it is a large and organized market, the 

economies of many member countries are organized according to the social-market 

model, it has clear positions on the issue of energy efficiency, it offers good 

education, and possesses developed science and diplomacy (Maksimović and 

Novaković, 2020, 80-81). 

  SEE non-EU countries need to fulfil the criteria of Article 49 of the Treaty 

on European Union and the political, economic and legal requirements for EU 

membership (the Copenhagen criteria). The EU’s conditionality approach has been 

largely ineffective concerning state building, in part due to the lack of commitment 

of political elites to EU integration and the persistence of status issues on the policy 

agenda (Bieber 2011). Political elites in EU accession countries are characterized by 

lack of political will and lack of leadership in strengthening the rule of law. The 

poor EU aid effectiveness aimed for reform implementation and economic growth 

stimulation is due to corrupt elites from this group of countries which are directly or 

indirectly financed by these sources (Barlett 2021). According to the European 

Commission (2018), candidate countries are expected to make additional effort to 

implement comprehensive and convincing reforms in the field of the rule of law, 

competitiveness, and regional cooperation and reconciliation. The candidate 

countries are expected to build inclusive institutions that promote rule of law, 

productivity growth and enable economic progress (Ostojić, 2020).  

  The narrative of prospective EU enlargement  largely depends on 

“enlargement fatigue”  which can be defined as the  unwillingness  of  some of  the  

EU  members  to  admit new  countries (Economides 2020). The less readiness of 

the EU to accept new members is reflected in the adoption of the reshaped EU 

enlargement strategy which is characterized with the “fundamentals first” approach 

(Miščević and Mrak, 2017). This approach focuses on three main pillars:  the rule of 

law, economic governance and public administration. Bearing in mind the fact that 

WB countries are facing difficulties while addressing economic, political and 

security issues, EU offered regional economic integration as an alternative to the 

Western Balkans’ EU membership.5 This initiative has been denoted as a stepping-

stone for this group of countries in fulfilling the accession criteria. It is also a great 

opportunity from eliminating barriers that hinder closer economic integration (such 

as fiscal, technical and physical barriers).  

  In 2018, the EU adopted a new enlargement strategy for the Western 

Balkans countries which focus is on the fight against corruption, organized crime 

and the strengthening of the rule of law. The EU-Western Balkans strategy sets out 

six “flagship initiatives“: strengthening support to the rule of law, reinforcing 

engagement on security and on migration, supporting socio-economic development, 

increasing connectivity, a Digital Agenda and supporting reconciliation and good 

neighborly relations (European Commission, 2018). From this, it might be 

 
5 Common Regional Market initiative has thus been launched at the 2020 Sofia Summit with 

the aim of fostering further economic integration among the Western Balkans countries 

(European Commission, n.d.). 
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concluded that migration plays one of the important principles in building 

connections in the region and the policy of joining the EU. 

  Migrations intensified in the 21st century, especially around 2015. Whether 

they are viewed as a phenomenon or a process, they lead to demographic, economic, 

social and cultural changes. Those countries that were supposed to receive migrants, 

not infrequently, led a restrictive migration policy, by limiting the access to the 

labor market.  

  By observing migrants not only through the prism of the search for better 

working conditions, and thus life (economic migrants - macroeconomic level), but 

also through the prism of corporations (changing their place of residence due to the 

large companies’ demands – microeconomic level), it can be concluded that 

migration is a consequence of different socioeconomic conditions and context. "The 

migration policies of the countries that are supposed to receive migrants 

significantly affect the volume and model of migration, conditions are often set 

where their residence will be and what and to what extent their access to the labor 

market will be." (Maksimovic, 2017, 454). The WB countries should bear in mind 

that in recent decades, the demand for highly qualified labor has increased 

significantly, and that the model of migration is also changing, from permanent 

settlement to temporary or circular migration, aimed at two or more countries of 

destination. They must also take into account illegal (disguised) migration, which 

represents a big problem for developed and especially underdeveloped countries. 

Migration policy is crucial for resolving the problems related to migrants, because it 

can be implemented both at the national and the regional level, or even at the level 

of a broader entity such as the European Union. In this context, border control is 

also crucial, as well as the establishment of valid records of migrants and migratory 

movement. This is necessary for countries to find a common "language" on the issue 

of migrants, and thus preserve peace and stability in the region. “The basic problem 

that migration policy should solve is to give all civil rights to immigrants so that 

they became equal political subjects.” (Maksimović, 2018, 193). The revision of the 

EU enlargement strategy has been made with the intention to make it more credible, 

predictable, dynamic and political with special emphasis on good neighborly 

relations and regional cooperation (Wentholt, 2020).  

 

 

TRACKING INSTITUTIONAL PERFORMANCE IN SEE COUNTRIES 

 

  The current level of economic development of SEE countries is largely 

dependent on their transition path. As it can be seen from the table 1, there are 

significant differences in their economic performance expressed by the GDP per 

capita in constant prices. Croatia as the region’s youngest EU member state has the 

highest value of this indicator (it is three times higher than in Albania), followed by 

Romania and Bulgaria. Western Balkan countries are well behind these three 

countries since they managed to reach the 1992 level of GDP per capita only in the 



176 

 

mid-2000s6. The Western Balkan countries are characterized by lower level of GDP 

per capita (Albania has the lowest value), high unemployment rate and youth 

unemployment (the worst performance were recorded by BIH, Montenegro and 

North Macedonia), a large informal economy share (higher than 30%) and a 

relatively high government debt as percentage of GDP (with the exception of BIH) 

(see Table 1). Unfortunately, the majority of countries are in similar situation 

regarding the insufficient youth employment opportunities, which represent 

significant challenge and growing concern for their governments.  

 

 

Table 1: Selected macroeconomic indicators in SEE countries in 2021 

Country GDP per 

capita 

(constant 

2015 US$) 

Unemployment 

rate (% of total 

labor force) 

Youth 

unemployment 

(% of total 

labor force ages 

(15-24) 

Informal 

economy 

(% of 

GDP) 

Government 

debt (% of 

GDP) 

ALB 4,831 12,7 29,5 31,9 73,2 

BIH 5,862 14,9 35,3 33 35,4 

BGR 8,634 5,3 15,8 27,7 32,8 

HRV 15,166 7,6 21,9 29,5 77,7 

MKD 5,287 15,8 36,1 33,4 51,6 

MNE 7,350 16,9 30,3 - 83,5 

ROU 11,542 5,6 21 23,8 49,3 

SRB 7,114 10 25,8 31,3 56,5 

Source: World Bank Country Insights and World Economies 

 

  According to the Economist Intelligence Unit data for 2022, the majority of 

SEE countries (six of eight) improved their score in the Democracy Index7 in 2021 

compared with 2020. The modest improvements were recorded by Montenegro and 

BIH, while Bulgaria experienced a negligible deterioration in its score due to 

setbacks in the functioning the government. Although Albania registered progress in 

its overall score, this country faced a decline in the field of political culture and civil 

liberties. It is noteworthy that North Macedonia and Montenegro were upgraded to 

“flawed democracy” status due to notably changes in the functioning the 

 
6In addition, what the WB countries should address in the future is a change at the level of 

industry, which directly affects GDP growth. Namely, their transition to the concept of 

sustainable development, i.e. of green growth and green technologies leads to structural 

changes in the entire economy. The transition to a green economy should bring a reduction 

in the pollution volumes by companies. “Tasks of green economy and green business should 

contribute to reducing the impact of the economy on the environment, and contribute to 

fulfilling the criteria for decent work - decent work that implies appropriate wages, safe 

working conditions, basic social protection, respect for workers' rights and the process of 

social dialogue.” (Maksimović, 2020, 252). 
7 The overall index assesses the state of democracy on a scale of 0-10, which covers 167 

independent States and is based on the following categories: electoral process and pluralism, 

functioning of government, political participation, political culture, and civil liberties.  
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government and in political participation (elections and rising of confidence in 

political parties).  

If we take into consideration the overall democracy score for 2021 (see Table 2), 

Bulgaria is the best positioned country in the SEE region, occupying the 53th 

position with an overall score of 6,64, followed by Croatia (56th=6,50), Romania 

(61th=6,43), Serbia (63th=6,36) etc. It is interesting that Western Balkan region is 

characterized with the high divergence in scores: for example, Serbia retained 63th 

position in the global ranking (out of 167 countries), while BIH is obviously an 

outlier (95th position). Table 2 also shows that all SEE countries have achieve quite 

impressive results in comparison to 2013 regarding political participation and 

functioning of government, but less so in improving political culture and civil 

liberties. In circumstances where the gap between the political elites and society is 

widening, which has culminated in the erosion of civil liberties, there is a justifiable 

fear that foreign investors’ rights, including those concerning intellectual property, 

will not be adequately protected (Zvezdanović Lobanova et al., 2021). The normal 

functioning of the democratic institutions is hampered by strong political 

polarization and lack of cross-party dialogue (European Commission, 2022). All 

SEE countries belong to the group of flawed democracy (countries that face 

significant weakness in some aspects of democracy, functioning of governments, 

political culture and participation) with the exception of BIH, which is designated as 

“hybrid regime”.  

 

 

Table 2: Democracy Index for SEE countries (in 2013 and 2021) 

Country 
Overall score 

Electoral 

process and 

pluralism 

Functioning of 

government 

Political 

participation 

Political 

culture 
Civil liberties 

2013 2021 2013 2021 2013 2021 2013 2021 2013 2021 2013 2021 

ALB 5,67 6,11 7 7 4 6,43 5 4,44 5 5,63 7,35 7,06 

BIH 5,02 5,04 6,50 7 2,93 3,29 3,33 5,56 5 3,75 7,35 5,59 

BGR 6,83 6,64 9,17 9,17 5,71 5,36 6,67 7,22 4,38 4,38 8,24 7,06 

HRV 6,93 6,50 9,17 9,17 6,07 6,07 5,56 6,11 5,63 4,38 8,24 6,76 

MKD 6,16 6,03 7,75 7,42 4,64 6,43 6,11 6,11 4,38 3,13 7,94 7,06 

MNE 5,94 6,02 7,92 7,42 5,36 6,43 5 6,67 4,38 3,13 7,06 6,47 

ROU 6,54 6,43 9,58 9,17 6,07 6,07 4,44 6,11 4,38 3,75 8,24 7,06 

SRB 6,67 6,36 9,17 8,25 5,71 6,07 6,11 6,67 5 3,75 7,35 7,06 
Note: Albania – ALB, Bosnia and Herzegovina – BIH, Bulgaria – BGR, Croatia – HRV, North Macedonia – MKD, Montenegro – 

MNE, Romania – ROU and Serbia – SRB.  

Source: The Economist Intelligence Unit (2022) Democracy Index 2021 and 2013 

 

  In Figure 1, we show the institutional setting development of SEE countries 

with the help of Worldwide Governance Indicators (WGIs) that measure different 

aspects of the state of governance (Voice and Accountability, Political Stability and 

Absence of Violence, Government Effectiveness, Regulatory Quality, Rule of Law 

and Control of Corruption). We present and evaluate the global governance 

indicator that is calculated with the help of the analytical framework developed by 

Fabry and Zeghni (2010). The global governance is the sum of the averages of the 

six indicators for the periods 2005 – 2013 and 2014 – 2021 calculated for each SEE 
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country. The value of each indicator can range from - 2.5 to +2.5, while the global 

governance indicator can vary from -15 to +15 (Zvezdanović Lobanova 2017). For 

the SEE region the interval is between -2,12 and +2,53.  

 

Figure 1: Ranking of SEE countries based on their global governance 

 
Note: ALB – Albania; BIH – Bosnia and Herzegovina; BGR – Bulgaria; HRV – Croatia; MKD – Macedonia; MNE –  Montenegro, 

ROU – Romania; SRB – Serbia.  

Source: Own calculations based on WGI data 

 

  Transition countries made progress in building institutions, but with 

different dynamic, and in different periods. In the period 2014-2021, Western 

Balkan countries have made crucial efforts in order to improve their institutional 

arrangements as shown by the global governance indicator (with the exception of 

BIH). It is noteworthy that the overall quality of institutional setting has worsened in 

Bulgaria due to problems that led to a rotation of power in 2021. The most 

problematic institutional areas in the SEE region in 2021 are control of corruption, 

government effectiveness and rule of law. Modest results have been achieved in the 

field of political stability and absence of violence and raising the voice and 

accountability. BIH can be denoted as an institutionally inefficient country whose 

sub-indices are in the negative zone, which negatively influence the average level of 

the SEE countries.  

  The fight against corruption varies significantly and remains the burning 

issue in the region. Western Balkan countries still continues to face challenges of 

widespread corruption that presents a significant obstacle to democratic stability, the 

rule of law, and social and economic development in SEE region. They made 

insignificant or no progress at all in the prevention or repression of corruption. 

However, the main obstacles are authorities that are not interested in the 

fundamental change of society in order to enable greater functionality and justice. 
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Unfortunately, they are rather interested in preserving their own privileges at the 

expense of other groups and society as a whole. Domestic regimes from Western 

Balkans know how to take advantage of the domestic system weaknesses, while  

political elites rely on informal structures, clientelism, and the control of the media 

to undermine democracy (Kmezić, 2020).  

 

CONCLUSION 

 

  During the last two decades, SEE countries made considerable efforts in 

order to improve their institutional settings. SEE EU member states (Croatia, 

Bulgaria and Romania) are denoted as leaders since they have managed to achieve 

greater success in improving their institutional settings. However, Western Balkan 

countries still continues to face challenges such as widespread corruption, high 

levels of informal economy, high rate of youth unemployment, non-compliance with 

EU laws and regulations, which adversely affect on their economic growth and 

competitiveness. They are far from getting EU membership since the calendar of 

WB accession process is followed by uncertainty. The European perspective of the 

SEE non-EU states is called into question since these countries are faced with 

serious setbacks for democracy and freedom (control of media and patronage, the 

existence of the informal power structure, politicized judiciaries etc.). Profound 

political and economic changes for EU accession are delayed due to unwillingness 

and inability of candidate countries to carry out their implementation. On the other 

hand, EU has no willingness to make notable steps in the direction of enlargement in 

the Western Balkans.  

  In addition, Western Balkan countries are characterized by the poor 

implementation of adopted laws. Since the harmonization of domestic legislation 

with EU and international standards has not reached a satisfactory level, transition 

countries are expected to continue the realization of key policy reforms. It is 

noteworthy that economic policy makers should pay special attention on 

investigating the influence of path dependence processes on the macroeconomic 

performance of transition countries. In the process of further institutional 

arrangement improvement, of key importance is the application of a holistic 

approach, as well as the establishment of mutual partnership between all structures 

in society (the government, local authorities, private and public sector). Finally, it 

can be concluded that the "Balkan question" is more than ever before in history a 

"European question", although the Balkan countries have always been on European 

soil.  
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