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1.0  Introduction 

 
 In this paper we investigate the various roles that a number of local and national institutions have played in the 

comparative development of the countries of Central and Eastern Europe. Our analytical framework is built around a 

transformational view of the transition from planned to market economies.  However, we believe that our framework 

offers a unique comparative treatment of the respective roles of legal, informal and international institutions. Our 

qualitative evaluation indicates that the evolution of these countries according to their progress towards a market 

economy is heterogeneous in nature, and is not monotonically dependent upon time. We have found that for slow 
reformers the dominant institutions reflect the state‟s reluctance to relinquish control over resources and state 

unwillingness to integrate regionally. Countries which demonstrate intermediate levels of development typically 

have a rather strong  “pull” towards regional integration.  Consequently, their governments have significantly 

adjusted and amended the historical role of the state in order to allow for the development of private sector 

commercial and market interests. In those countries which exhibit the most advanced levels of economic and 

political development we find that they have not only developed and refined the foundations of market exchange, 

but have also developed effective institutional environments based on rules of transparency and self-reinforcing 

governance. 

 The study of policy variation and of the sources of variation in economic development has profound 

implications for decision makers at all levels. The present paper evaluates the largely gradual and substantially 

diverse evolutionary processes that have shaped and continue to reshape the economies of Central and Eastern 

Europe. The progression from hierarchical, centrally planned economies to decentralized market systems is not 
always smooth or unidirectional.  Empirical data shows that political and economic regression is always a possibility 

and that the introduction of retrogressive processes is a constant danger to economic prosperity.  The old, idealized 

model of continual progress towards a perfectly functional market-based system with progressive adaptation of 

companies, consumers and institutions is a profound over-simplification. In the real-world context, actors in any 

evolving economy are perhaps best understood as adaptive agents within interpretative systems (Aoki, 1998).  These 

systems accumulate and incorporate knowledge, repair inefficiencies and embed themselves into the environment. 

The approach taken in the present study reflects a  analysis approach, which we believe is consistent with the 

“transformation” view of the transition process. This framework brings interpretations stemming from evolutionary 

and institutional economics (Nelson and Winter, 2002, 2006), network analysis (Carley and Svoboda, 1996) and 

economic embededness, as well as Marxist political economy and regulation theory (Pavlinek, 2002).  

 The transition process can be generally characterized in terms of the revolutions and political changes that have 
resulted from the end of the centrally-planned party-state system, economic reform, and the impact of reform. 

Reform in the Central and Eastern European countries has been a process of marketization, including the 

liberalization of prices, the opening of markets, industry and enterprise privatization and structural reform, as well as 

national processes of globalization led by the liberalization of foreign trade and new accession to international 

markets, institutions, and financial structures. Countries in the CEE have experienced transformations that are not 

simply the result of a single imposed design.  There have been numerous approaches to reform, differing shifts in 

political power, and a substantial variety of situations involving inherited political and social institutions influencing 

the course of reform. 

 In the present paper, we argue that the emergence of new political and economic systems can only take place 

through the gradual evolution of markets and institutions through what is essentially an organic process of growth. 

Our framework draws on the evolutionary and  transformational view of transition, however we offer several 
significant differences in our treatment of the role of institutions in economic development. While the 

transformation framework stresses the similarities between developments in CEE countries after 1989-1990 and 

takes a rather monolithic view of the previous state socialist system, we approach the entire situation more along the 

lines of a dynamic fitness landscape map (Kauffman, 1993, Fellman, Post, Wright and Dasari, 2004) with differing 

initial states and sensitive dependence on initial conditions (Bonabeau, 2002). This evolutionary framework (or 

“complexity science” framework) allows both for a multitude of outcomes, in what Stark (1992) describes as a 

“plurality of transitions” as well as for the discussion and analysis of emergent behavior in the path to market 

economics. 
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2.0  The Evolution of Institutions in Central and Eastern Europe  

 
 Economic sociology and political economy have generally viewed markets and states as strongly related, 

emphasizing the role of states in structuring markets and creating capitalism. In international relations, this approach 

has largely come about through the search for grand theory (i.e.,Gilpin, 1981, Keohane, 1984, Wallerstein, 1999, 

etc.).  Generally, it has only been more recent scholars, led by Paul Pierson Theda Skocpol (2002) and R. Ned 

Lebow (1984, 1995, 2006) within the IR and IPE disciplines, and Richard Nelson, Sidney Winter and their 

colleagues who have participated in the DRUID (Danish Research Unit on Industrial Dynamics) conferences who 
have taken a more diverse, historical, heterogenous and organic view of economic change.  Approaching the 

problem from a legal and instutional perspective Masahiko Aoki (2001, 2000a, 2000b, 1999, 1998a, 1999b, 1997, 

1995) and Oliver Williamson (1995) have similarly led the development of a new approach to the field. 

 The transformation in Central and Eastern Europe has required states to negotiate between the simultaneous 

processes of privatization, democratization, and globalization. These countries‟ transformation into new societies 

based on new models of development in turn based upon interconnected changes in (a) the regime of accumulation, 

(b) the mode of regulation, and (c) the labor process model (including labor pool mobility) from at least a previously 

nominally hegemonic bloc ends up demonstrating a widely diverse set of economic development trajectories. 

Institutional uncertainties, such as those regarding formalized regulations, as well as normative expectations about 

the behaviors of various actors in the macroeconomic environment provide additional heterogeneity to transition 

results. These institutional uncertainties often took a higher place on official transformation agendas during the early 

stages of transition to market (in most cases, roughly until 1995). Subsequently, the increased number of formal 
regulations began to raise questions regarding their applicability and the degree to which they could and would be 

enforced, creating a different, but equally important type of uncertainty.   

 Political uncertainty also characterized the transition transformations (radical changes in governments, 

alteration of government‟s view on foreign investment, etc). Often, market uncertainties (obtaining access to 

resources, ability to find customers) shaped the strategic responses of high level actors in these economies, but this 

kind of response was always contingent on the conditions prevalent in the particular geographic location under 

consideration. 

 An additional layer of complexity in the transition process comes from the fact that the goal of transition is not a 

static state, but rather, an open-ended adaptation to a world which is itself in the flux of transformation. The 

outcome of transformations in CEE has been expected for some time now to be a set of different forms of 

capitalisms interconnected into a Western European system (Deacon, 2000). The transition environment has been 
characterized by the international development literature as highly volatile due to frequent changes in institutions 

and industrial structures. Among the unique features of CEE markets is the fact that informal institutions differ 

greatly from those of Western market economies, such as wide-spread traditional value systems (including 

collectivist, particularist, family-oriented values, and religion). These informal institutions continue to remain as an 

important factor  impacting the development of the countries in the region.  

 The Central and Eastern European economies‟ political, economic and social evolutions are also strongly 

affected by the growing integration of some of the countries in the region with the European Union. These 

institutions of regional integration include EU-conform regulations, the enforcement of property rights, the 

enforcement of the free flow of products and resources, specific anti-inflation measures, EU promotion of economic 

growth and local competition, and the monitoring and pressure for prudent fiscal policy. The level of institutional 

change that is required to fulfill the criteria for membership in the EU is an important element of transition. The 
CEE markets are in a number of different positions with respect to their ability to catch up to the economic 

environment of the European Union. However, even for those countries which aspire to complete integration, many 

remain burdened with unprofitable state-run enterprises, poor corporate governance and socialist era welfare 

programs. Several contributors to the literature on EU accession are less than optimistic about the entire process 

(Tupy, 2003). Researchers recognize that accession to the EU is neither a necessary nor a sufficient condition for 

economic growth, but rather the combined effects of market access and economic liberalization, not EU 

membership, optimize economic growth. This literature characterizes EU membership trade arrangements as a way 

of limiting the CEE countries‟ comparative advantages. Accession members may also be disadvantaged by future 

EU initiatives, such as harmonization of taxes, which could further reduce their competitiveness. The accession of 

the rest of the CEE countries into the EU also raises the issue of whether 'East' - 'West' industrial networks will be a 

factor that improves the growth prospects of an enlarged EU or whether they will deepen the differences in levels of 

development and undermine the prospects for cohesion in Europe (Radosevic and Rozeik, 2005; Radosevic, 2004, 
Radosevic, 2002). 
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 As regards the relevant effects that CEE integration into the EU may have on the local business environment, 

some analysts (Dyker, 2001) suggest that the process of trade liberalization between the CEE countries and the EU 

started with the accession talks and will not change significantly in the year of accession to the Union. As regards 

scale and competition effects, the enlargement could have positive or negative effects. All the CEE economies are 

weighed down by problems of inflation and/or balance of payments deficits. Accession to the EU should offer an 

opportunity to resolve these problems. However, in the absence of well-defined national policies such effects may 
be severely limited.  

 

2. 1  Transition and Development 

 
 The general characterization of the CEE environment and the idiosyncratic transition process presented above 

draws on features common across the region. However, the transformation has followed a variety of paths in the 

CEE countries which may ultimately lead to significant differences in the long-term outlook for each of these 

economies.   Institutional systems have advanced through both long evolutionary development and short 

revolutionary episodes. Among the CEE states, Slovenia, Croatia, the Czech and Slovak Republics and Hungary 
were among the countries whose initial conditions were constrained by only modest structural distortions. 

Preliminary comparisons between successful reformers (Poland, Hungary and the Czech Republic) and the less 

advanced market economies in the CEE provides support for the view that the differences in restructuring, effective 

competition and economic performance are related to both policy factors (the development of credit and technical 

assistance programs) and non-policy factors („path dependence‟). The empirical evidence clearly suggests that 

development does not converge towards a stable solution, and that it is neither fortuitous or deterministic.  

 According to the World Bank Report (2000) the transition process in CEE started with a sharp decline in GDP 

followed by recovery. The onset of transition was accompanied by severe shocks, which were also tied to the 

disruption in institutional and technological links, the supply of inputs and the delivery of outputs all of which had 

been previously regulated under a central supply and planning system. The financial crises of the 1990s, such as 

those experienced by Mexico, Southeast Asia, and Russia, also contributed to delaying or interrupting the recovery 
of CEE output. War and civil struggles in Moldova in 1992, and in FYR Macedonia in 1991–94 likewise had a 

negative impact on infrastructure development and delayed the reforms needed for successful transition. The 

transition recession is now considered to have ended, as all countries in the region have recorded growth subsequent 

to 2000. However, the recovery has varied greatly across countries. For example, Bulgaria and Romania had about 

two years of output decline after the initial recovery, Albania returned to recession after the 1997 financial crisis.  It 

would appear that the recovery of output benefited from foreign investment as a source of capital and new 

technology and also as a signal of confidence in the transition progress.  

 The 2000 World Bank report also found that initial conditions explained more differences across countries 

during the initial period of output decline (1990–94) than over the subsequent years of transition. The shift from 

planned to market economies has been a transformation of unprecedented scale that has included macroeconomic 

stabilization, price and trade liberalization, the imposition of hard budget constraints on banks and enterprises, the 

enabling of private sector development, reform of the tax system, the restructuring of public expenditure, legal and 
judicial reform and the reform of public sector institutions. Initial distortions in the economy- including severe 

repressed inflation or high black market exchange rates and an absence of pre-transition policy reforms are most 

closely associated with lower performance during the first years of transition. Initial institutions and presence or 

absence of “market memory” (number of years under socialism) were found to be strongly correlated with variations 

in subsequent performance. However, while initial conditions had a greater impact on the initial collapse of output 

than on the subsequent recovery, the impact of policies and institutions has become stronger as transition has 

progressed.        

 In the first 10 years of transition, countries in the CEE displayed some common trends but also exhibited 

significant variations. Several features at the start of transition may have affected economic performance over the 

past decade: geography (such as endowment of natural resources and proximity to Western markets), years spent 

under central planning, and the nature of economic development under socialism (such as the extent of over-
industrialization, military output, and repressed inflation). Central planning left behind a legacy of grave difficulties 

for market-oriented reform. The lack of relationships with suppliers arose as part of the deep recessions that the 

transition economies experienced in the early 1990s, when the disappearance of the central planners greatly 

disrupted production. Each of the CEE transition economies have significantly different histories, reflected in their 

institutional and legal traditions. Since the fall of communism, they have followed various different political paths, 
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have experimented in differing ways with privatization and have had different levels of success in building an 

institutional environment indicative of, and conducive to a market economy.  

 Not all communist countries were centrally planned in the Soviet-type mould. Yugoslavia - which has since 

turned into the five successor states of Slovenia, Croatia, Serbia and Montenegro, Macedonia, and Bosnia - had 

adopted its own lighter form of economic planning in 1952. In these countries, consumer preferences were allowed 

to guide production decisions at least to a limited extent, so that the inconsistency between the pattern of domestic 
demand and the structure of supply was less serious. Countries in the former Soviet bloc varied significantly in their 

degree of openness to international trade. A few countries were virtually autarchic; for example, in 1989 Albania 

exported only 5 percent of GDP and Romania only 12 percent, which are exceedingly low trade shares for small 

economies in the middle of Europe. Other countries exported a larger share of GDP, but mostly within the CMEA 

trading arrangement between Soviet bloc economies. The countries that are now part of the European Union had 

relatively high levels of trade, at least by the standards of transition economies, and exported mainly to developed 

Western economies. These differences in trade clearly reflect the extent of market interconnectedness, but also 

reveal something about the levels of competition in these economies and their exposure to market-oriented business 

practices. 

 The patterns of reform followed by all of the transition countries in the CEE fall within two contrasting groups: 

one group is characterized by a rapid, all-out program of quick reform, while the other group is followed a path of 

only partial or phased reform. These two differing paths of reform have not been followed at their extremes by any 
country in the region.  

 Another key point in understanding differential CEE economic reform is that initial macroeconomic conditions 

often impacted policy choices: policymakers in most CEE countries were not able to assure control over the 

economy in its partially-reformed state, which could explain why attempts at partial reform often failed to raise 

efficiency, particularly in the countries of the ex Soviet Union. The role of differences in political heritage also 

cannot be ignored: citizens‟ loyalties toward pre-transition regimes varied greatly. As reviewed below, the historical 

legacies of democracy and markets remained strong in some countries but were near nonexistent in other countries. 

Geography also made a difference: countries closer to Western Europe had been exposed to European political 

norms and culture. Although in most CEE countries the transition start was marked by a “political breakthrough”, 

some countries followed a different pattern - Ukraine‟s first government, for example, focused on asserting national 

identity, rather than reform. Some countries started with a more favorable economic situation, reflected in lower 
inflationary pressures, less dependence on the CMEA system, and a more favorable position from which to develop 

new trade links. CEE countries also differed in their initial levels of development, industrialization and income.  

 A very general characterization of the transition progress in CEE can be used to identify the following pattern: 

all countries have taken steps to reform their economies, institutions and legal framework, but the extent and 

coherence of reform varies greatly. Similarly, there are also wide variations in the degree of banking system reform. 

Most governments have redefined their roles to meet the needs of a market economy, but the decentralization has 

sometimes created confusion between the roles of local and national governments.  

 Exports and services are the major engines of growth in transition economies. Some countries in the CEE have 

been successful in expanding exports (particularly countries that have fostered close relationships with the European 

Union). Exports from countries with more open trade regimes declined less during the initial disintegration of the 

CMEA. In NIS countries that continued state trading arrangements and export controls, the contribution of exports 

to growth has been less significant. Stabilization policy has followed different paths across the region. The World 
Bank in 1996 delineated a first stage of transition in which significant monetary expansion occurred after freeing 

prices and beginning liberalization, which meant high inflation. Incomplete price reforms and a process of catching 

up to world price levels, as well as foreign capital inflows at a later reform stage have put, in most cases, additional 

pressures on prices. Governmental response to inter-enterprise arrears has had a major impact on fiscal discipline - 

in Romania and Russia, for example, the government implemented centralized netting-out of arrears between firms, 

a decision that may have led to an inflationary net expansion of credit.  

 The patterns of ownership which have resulted from the shift to non-state forms of enterprise operation have 

been less than optimal in most countries in the CEE.  This has resulted in excessively dispersed ownership as a 

consequence of mass-privatization programs.  Alternatively, where ownership is not excessively widely dispersed, it 

is often overly concentrated, particularly in entities that failed to exercise effective monitoring of the privatization 

process. Deficient legal institutions ended up leading to a shortage of institutions which in turn limited the scope of 
privatization transactions.  While most CEE countries have now developed early bankruptcy and competition laws, 

following US models (Ukraine, Albania) or West European models (Russia or acceding countries to the EU), their 

effectiveness varies considerably.  
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 Finally, the CEE region continues to evolve under the influence of various international institutions which are 

involved in institutional and infrastructure development. Foreign direct investment inflows have also encouraged 

governments to improve their general business environment, establish property rights and enact commercial 

legislation. At the theoretical level, there is then, a reasonable agreement that MNCs can play a leading role as 

agents of change, mainly by stimulating innovation through linkages and spillovers (positive externalities). 

Nevertheless, the magnitude and the sign of the effects on local industries and economy may vary substantially with 
respect to the characteristics of countries, the strategies followed by multinational corporations and the features of 

the industries in which foreign firms operate.   

 An investigation of the transition process in the CEE countries requires consideration of sociological as well as 

the economic and political situation in each of the various countries being analyzed.  Essentially this means for each 

CEE country one must discover, analyze, and hopefully understand the relationships between institutions, the 

mechanisms of production, the distribution of values and the ways in which the social system must be transformed 

in order to achieve a successful transition from a centrally-planned economy to a market economy (Mygind, 1994). 

In this context, probably the most important change takes place within the set of institutional relationships or the 

meta-rules which govern the configuration of the institutional system (Aoki, 1997, 1998a and 1998b), which on a 

political level means a redistribution of power in central and local governments. On an economic level the transition 

from a planned to a market system includes liberalization which means decentralizing the existing decision-making 

network and creating new mechanisms for the distribution of information, liberalizing prices, opening the system to 
international trade, reforming the banking system, and a host of other changes.  This, in turn requires a new 

legislative framework for the operation, regulation and taxation of private enterprise, an entire set of new incentive 

structures with the consequent  redistribution of social values, something which may be inordinately difficult where 

many of these values are path-dependent and deeply embedded in the existing system. 

 Ostensibly, the main purpose of transition was to introduce markets as more efficient coordination mechanisms 

in the economies of the CEE states. Yet, the old economic system disintegrated before the institutions supporting a 

market economy were in place (Codevilla, 1991). The absence of systems providing information and legal 

enforcement allowed for opportunistic behavior (“spontaneous privatization” in Russian parlance) which in turn 

increased transaction costs for the system and in many cases reduced the overall value of assets to be privatized. 

Further, the lack of both formal and informal institutions particularly organizational routines, expert knowledge and  

standard operating procedures (Allison and Zelikow, 1973; Knott and Miller, 1988) provoked market failures at the 
start of the transition process that continued to persist to various degrees throughout the transition process. The 

weaknesses of market institutions and the constraints on internalizing transactions (such as limited foreign 

ownership rights) led to the use of alternative exchange mechanisms through informal networks which connected 

firms to authorities.   

 Edgar Peters, in his analysis of complexity and risk in financial markets (Peters, 1999) suggests that 

communism is an example of how too much order and control brought the system to an end by taking away its 

capability to innovate and adapt. The lack of competition reduced the ability of the communist economy to adapt to 

new conditions. The alternative system, democracy based on free market requires a “loose” environment that 

ensures competition. But there is also a need for regulations to maintain competition (Meyer, 1996). Free market 

economies are complex systems characterized by global structure and local randomness (Peters, 1992). Competition 

is the source of local randomness while regulation maintains the global structure. The nature of the free market 

economy reflects thus a need for uncertainty that ensures growth and adaptability (Peters, 1999). Because totalitarian 
economies offered a high level of certainty but little opportunity, the citizens and governments in countries making 

the transition to free market may not be prepared to live with the uncertainty that is required to make the market 

mechanism work (Aoki and Kim, 1995). As a complex system, the economy is characterized by a loosely connected, 

decentralized web (Arthur et al., 1997). It is “chance” (randomness) that keeps the system from becoming too rigid 

and allows it to search for many possible solutions (Kauffman, 1993; Meyer, 1997). The rules governing the system 

are themselves adaptable and keep the system from becoming chaotic (Kauffman, 1993). The element of chance is 

key in understanding how complex systems are stable and adaptive (Peters, 1999, Meyer, 1997, Kauffman, 1993).  
 



7 

 

3. 0  Development Paths in Central and Eastern Europe 

 
 Transition is a process of structural change in which a variety of new and fundamental relationships determine 

how post-communist economies will work, change and evolve (Fidrmuc and Tichit, 2004). Reform in the former 

socialist countries of CEE has led to a wide variety results.  While some countries resumed growth after a few years 

of a transformational recession, others experienced a severe decline in productivity with little subsequent recovery. 

In general, Central European countries returned to positive growth in two or three years after beginning the 

transition to market whereas the former Soviet Union (FSU) countries have experienced prolonged periods of 
economic decline (four to five years in some cases, longer in others). The evolutionary development of countries 

with respect to their progress towards a market economy is very heterogeneous and does not monotonically depend 

on time, suggesting that the factors governing growth are quite sensitive to each country‟s progress in implementing 

reform. 

 The transition economies of CEE make a particularly good laboratory for understanding the dynamics of market 

evolution and for evaluating the impact of alternative policy frameworks. It is useful to distinguish two elements in 

microeconomic transition: the restructuring of existing activities and the reallocation of resources.  Restructuring 

entails enhanced performance within existing firms through changes in objectives, incentives and constraints on 

managers and results from ownership changes. Improvements depend on the resulting ownership structure, the legal 

and institutional arrangements for corporate governance and the nature and performance of the capital market. 

Reallocation of resources depends more broadly on whether the market structure is competitive and on the rules and 

institutions affecting entry, exit, bankruptcy and competitive interactions between incumbents, as well as trade 
regime and government policy. 

 In many of the CEE countries, even after the foundations of a market economy have been put into place, the 

inefficient and ineffectual functioning of institutions, particularly the judiciary system, law enforcement, various 

state bureaucracies (many of which continue to be holdovers in one form or another from the communist era) as well 

as the influence of corruption may undermine the entire process of market reform. The relationship between the 

speed of reform and economic growth in the CEE transition economies has been, and continues to be a subject of 

some controversy (Bozkhov, 2002). Some economists have argued for advancing reforms in all areas as fast as 

possible; others have criticized such a strategy as imposing unnecessarily high transition costs.  

 Privatization has been a key factor in the transition from planned to market economy. Rapid privatization early 

in the transition process often aimed at getting the state out of enterprise management, and at creating a broad 

constituency for further reform. Privatization was also a way of imposing hard budget constraints and promoting 
restructuring. Privatization was also seen as a method of creating demand for stronger property rights and for 

creating new institutions of corporate governance. All of the transition economies in the CEE region began with 

thousands of state-owned small business and service units which were the first businesses to be privatized, typically 

by rather simple methods. As the size of the SOEs to be privatized increased, so did the complexity of privatization. 

 According to the European Bank for Reconstruction and Development, the reforms needed for successful 

transition can be grouped in a two-stage typology. In the first stage, reform consists of the liberalization of prices, 

the development of external trade, removal of constraints upon foreign currency, the privatization of small-scale 

business units, and the establishment of key commercial laws. In the second stage, reforms consist of large-scale 

privatizations, enterprise restructuring and reforms of the institutional infrastructure. In general, most of the first 

stage reforms focus on liberalizing the economy from government intervention, whereas second stage reforms 

concentrate on developing a more efficient government for enforcing the rules for a vibrant market economy. Most 
of the CEE countries have largely completed the first stage of reforms (Bosnia-Herzegovina and Yugoslavia may be 

exceptions) and have, by now, embarked on second stage reforms. The most notable economic reform progress has 

been recorded in the post 2000 decade. Among these transition economies, important gains have been recorded in 

Yugoslavia, Bulgaria, Croatia and Russia. Although transition progress varies among these countries, the private 

sector share in the economy (as a rough approximation of restructuring) has increased significantly from a mere 12% 

in 1990 to an approximate average of 60% in 2006 (with the smallest private sector being found in Belarus).  

 The CEE countries that are now part of the European Union have recorded a more substantial level of progress 

in transition as well as showing relatively higher levels of democratic and economic freedom. EU Macroeconomic 

indicators from 2000 for showed the proportion of private sector share in  GDP ranging between 55% in Slovenia 

and 80% in the Czech Republic and Hungary. Economic performance, however, has varied widely, with the Central 

European countries of Poland, Slovenia, Hungary, Slovakia, and the Czech Republic generally performing better 

than the Baltic states of Estonia, Latvia and Lithuania and the Balkan states of Bulgaria and Romania, which in turn 
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performed far better than Russia, Ukraine, and the other countries in the Commonwealth of Independent States, 

largely for the reasons mentioned above.  

 The Central European countries except for the Czech Republic have generated sustained economic growth since 

the early to mid-1990s. However, only in Poland has the rate of growth been sufficient to start closing the relative 

income gap with the advanced OECD economies, and return it, at least, to its initial, 1989 level. By 2001, every 

transition economy had an even larger relative income gap with the advanced economies than had existed in 1989. 
The gap has been closing slowly over recent years. The Czech Republic, for example, is one of the most stable 

countries in the region. Recent growth in the mid-2000s was supported by exports to the EU, (primarily to 

Germany), and a strong recovery for both foreign and domestic investments. The accession to the EU has added the 

potential for further structural reforms, intensified restructuring among large enterprises, and improvements in the 

financial sector. The country should also benefit from newly available EU funds. Estonia, another new member to 

the European Union, has also recorded significant progress in transition, and might be in a good position to take 

advantage of its strongest industries, such as electronics and telecommunications. 

 Together with the Czech Republic, Hungary holds the highest rating among the Central European transition 

economies; however, ratings agencies have expressed concerns over Hungary's unsustainable budget and current 

account deficits. Lithuania is the Baltic state that has conducted the most trade with Russia, and has only slowly 

rebounded from the 1998 Russian financial crisis. Latvia's transitional economy recovered from the 1998 Russian 

financial crisis largely due to the government's budget stringency and a gradual reorientation of exports toward EU 
countries. Among recent concerns, however, are illicit activities on the part of Latvian banks. 

 Poland pursued a policy of economic liberalization throughout the 1990s and is considered to be a success story 

among transition economies, although concerns persist regarding high unemployment, a deficient agricultural sector 

and stalled restructuring of "sensitive sectors" (e.g., coal, steel, railroads, and energy). Another successful transition 

country, Slovakia, has made good progress recently in macroeconomic stabilization and structural reform, with 

major privatizations nearly complete and performance above expectations in economic growth. Slovenia has 

historical ties to Western Europe that allow for a GDP per capita substantially higher than that of the other 

economies of Central Europe. Although the country has recorded good recent economic growth, further measures to 

curb inflation and corruption are still needed. 

 The Balkan States of Macedonia, Bulgaria and Romania differ in many historical and political aspects, but 

display a strong similarity in many economical variables such as population, physical capital, initial wealth and 
macroeconomic variables. Bulgaria is the closest to the EU states, Romania has significantly higher natural 

resources, and Macedonia is a landlocked country with a bigger agriculture sector and is therefore less 

industrialized. It is also a new country, having belonged in the past to a country with a higher level of economic and 

democratic freedoms.  Prior to 2001, Macedonia – the only exception in the Yugoslav pattern of violent conflict- 

was a success story in conflict prevention and a typical case of transition towards democracy. The year 2001 

however, marked a decline in both trends. The leadership‟s commitment to economic reform, free trade and regional 

integration was undermined by the ethnic Albanian insurgency. Growth barely recovered in 2002. The grey 

economy in Macedonia is currently estimated to be as high as forty per cent of GDP. 

 In Bulgaria and Romania, the lack of adequate political support for reform marked the initial years of reform for 

both countries. No substantial progress in structural reform materialized in either of these countries until 1997. The 

inherent problems of transition coupled with long-delayed reforms and the adverse effects of the Yugoslav crisis all 

served to inhibit structural change. In Bulgaria, the policies conducted by the former communist party in the first 
seven years of transition (with the exception of 11 months in 1991-1992) had negative effects on the economy. The 

1996 crisis led to a 10% drop in GDP, inflation that exceeded 300 percent and a budget deficit that soared to 13 

percent of GDP. A USD 300 million stand-by agreement negotiated with the IMF at the end of 2001 supported 

government‟s efforts to overcome high rates of poverty and unemployment. 

 The 1989 Romanian revolution was the most violent of all of the changes of regime in post-communist 

countries. Romania started the transition process without external financial obligations. The transition process in 

Romania resembled that of Bulgaria in that two major phases can be observed. The first phase is associated with the 

rule of the former communist party during 1990-1996 and can be characterized by inefficient fiscal policies and a 

slow pace of privatization. The second period, after 1997 has been characterized by accelerating reforms launched 

by opposition governments. The country entered in a recession period from which it emerged in 2000 due to strong 

demand in the EU export markets. An IMF stand-by agreement signed in 2001 has been accompanied by slow but 
palpable gains in privatization, deficit reduction and the curbing of inflation. Romania is gradually moving to 

strengthen tax administration and enhance transparency. In spite of this progress, a rapidly changing legal 

framework continues to undermine investor confidence (Political Risk Service, Country Analysis 2004). Romania is 

moving ahead with EU-compatible legislation in its quest to integrate more fully into the EU.  
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 Albania displays the lowest levels of initial wealth, development and infrastructure. Until the beginning of 

1991, for more than forty years, Albania was described throughout the literature as the poorest country in Europe.  

However, very little actual data has been published concerning this country. During 1985-1990 there were some 

weak attempts to decentralize decision-making. In 1990, a "new economic mechanism" was adopted. Some modest 

microeconomic reforms were made, which were intended to decentralize and liberalize the management of 

enterprises. Under conditions of serious macro imbalance and lack of price flexibility, these measures aggravated the 
financial situation, creating a large distortion in the supply response capability of the economy. Albania entered a 

crisis in 1995-1996. The peculiarities of economic transition in Albania have been strongly determined by political 

and social components. Albania‟s initial political instability and lack of democratic traditions has set its mark on the 

Albanian transition. 

 In the NIS region, Russia, Ukraine, Moldova, and Belarus are a heterogeneous group. The similarities regard 

industrialization (with the exception of Moldova), population variables, initial wealth and most infrastructure 

variables. But there are unique features that differentiate these countries as well. Russia for example, is considerably 

larger than the other countries and is different along many political dimensions as well as possessing a very different 

recent history. 

 Moldova is less industrialized, and has a lower level of economic development as well as starting from a lower 

level of initial wealth. Many of the differences in initial conditions at the time of the break from a command 

economy tended to disfavor the former Soviet Union, and left an especially difficult legacy for the Newly 
Independent States. The Soviet economy had an especially inflexible and extensive central planning system, 

relatively low openness to Western trade, and a market-unfriendly legal system. In addition, the Soviet economy was 

much larger and more complex, as well as being far more vertically integrated than most of the countries of Central 

and Eastern Europe. Thus, the removal of central planning left a larger gap, which was a factor in the deeper and 

more sustained decline of output in Russia and the NIS in the 1990s.  Macroeconomic imbalances were particularly 

severe in the Soviet Union, which meant that the extent of bottled-up purchasing power was very large, and the 

black economy was deeply entrenched. 

 The largest and most powerful country in the group, Russia, practiced central planning far longer than any other 

country. Soviet society had a militaristic style and orientation. Despite Russia‟s seemingly aggressive movement 

toward a market economy, growth rates remained non-positive throughout the 90s. Reforms were shaped by political 

instability and power struggles among constituencies and lacked a consistent strategy. Instrumental in propelling 
Russia towards capitalism was the fact that a substantial part of the ruling elite became capitalists. By the mid-to 

late-1990s Russia had freed most prices, privatized a large fraction of state firms and brought inflation under control. 

Despite this, official numbers imply that Russia suffered a major and protracted output decline during the 90s and it 

is still struggling to overcome major economic and institutional distortions. Despite continuing growth since 2001, 

remaining structural and economic problems have restrained FDI and thwarted reform. Russia has recorded high 

growth in recent years, partly due to its relatively cheap currency and its strong oil export earnings.  

  At the start of transition, Ukraine had the highest share of large-scale industrial enterprises and was the second 

largest (after Russia) industrial producer in per capita terms among the CIS countries. Shortly after independence in 

1991, the government liberalized most prices and erected a legal framework for privatization.  However, widespread 

resistance to reform within the government and the legislature soon stalled these efforts.  Despite over a decade and 

a half of transition, the institutional climate in Ukraine remains unfavorable (one of the main challenges is the high 

level of corruption). The lack of progress in institutional development and administrative reform has marked a 
history of slow and unsustainable growth. Outside institutions (particularly the IMF) have encouraged Ukraine to 

speed up the pace of reform. GDP in 2000 showed a strong export-based growth of 6% and a significant increase in 

industrial production was recorded.  In recent years, Ukraine has largely completed its small-scale privatization 

program while large-scale privatization reached its target for privatization revenues for the first time since the 

transition started. A number of legislative developments furthered reform efforts in 2004, including the reduction in 

corporate and personal income taxes. 

  After seven decades as a constituent republic of the USSR, Belarus attained its independence in 1991. It has 

retained closer political and economic ties to Russia than any other of the former Soviet republics. Belarus and 

Russia signed a treaty on a two-state union in 1999 envisioning greater integration. In comparison to other CIS 

countries, Belarus has been relatively successful with respect to GDP growth, however, it remains one of the least 

reformed of the transition economies. The slow progress in structural reforms, including the unsupportive business 
environment remains the main challenge. More than a third of its enterprises are loss-making. Some progress has 

been achieved in the relative control on inflation since the 1995 chosen path of “market socialism”.  

 The extent of Moldova‟s economic collapse exceeded that of all other former Soviet republics following the 

breakup of the Soviet Union. This reflected not only dislocation related to the secession of Transniestria shortly after 
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independence, but also the unusually severe terms-of-trade shock suffered by Moldova at that time. During 

communist era, Moldova had sent its agriculture-related output to markets throughout the Soviet Union and had 

received subsidized energy imports in return. This arrangement collapsed spectacularly with independence, resulting 

in a scale of decline much larger for Moldova than for most of the former Soviet Union countries. By the mid-1990s, 

Moldova‟s policymakers had successfully tackled a number of first-generation reforms, such as freeing up the vast 

majority of prices and liberalizing domestic trade. This progress in reform has resulted in positive growth since 
2000. Despite this relatively strong economic growth, Moldova still ranks as one of the poorest countries in Europe. 

Privatization is proceeding slowly and official lending from the IMF and the World Bank has come to a halt, while 

the Moldovan government remains in arrears on a number of its debt obligations. Moldova became the first former 

Soviet state to elect a communist president in 2001, indicating the complexity of its political and sociological 

climate, factors which may well continue to impede reform and development. 

 In contrast to the Soviet Union, Yugoslavia has possessed considerable market features since the 1960s. Its 

supply of goods was sufficient, production was consumer oriented, and Yugoslav industrial products well-positioned 

on the Western markets. Growth was very high until the end of the 1970s while the 1980s were characterized by 

tough stabilization policies and low growth. These later problems were partially caused by the particular form of 

ownership that existed in the country and partly by the lack of coordination that resulted from increased tensions 

between the individual republics. Thus, Yugoslavia was not dominated so much by planning problems as it was by 

poor central governance. 
 Bosnia-Herzegovina was one of the lower income republics of the former Socialist Federal Republic of 

Yugoslavia (SFRY). Unlike other centrally-planned economies, the economic system of SFRY was based on market 

socialism and self-management. Enterprises were socially owned, with assets owned by societies at large and 

formally run by worker councils. In principal, key enterprise decisions were made by workers (however, in practice 

decision-making was in the hands of management, which was formally selected by worker councils and tacitly 

confirmed by the political system). The economic system was decentralized, allowing some competition in the 

product market but generally restricting competition and mobility in the labor and financial markets. Commercial 

banks were the only source of institutional capital, and bank credit was the only form of financing for enterprises. 

Bosnia and Herzegovina‟s prewar governance and economic management structures disintegrated with the war. The 

framework laid out in the Dayton-Paris Peace Agreement implied substantial changes to the country‟s legislative 

and policy-making institutions – and a virtual re-creation of Bosnia and Herzegovina‟s economic management 
structures. According to a Donor Report (1999), the recovery after the war seems to be fragile in this country. There 

have been modest achievements over the last three years in building and strengthening institutions and initiating the 

policy reforms of transition. The 1992-1995 war had a devastating impact on the economy and people of Bosnia and 

Herzegovina. By the end of 1995, output had fallen to just 10-30 percent of the prewar level. GDP had collapsed to 

about 20 percent of its prewar level. Destruction of physical capital caused much of the contraction, but the war also 

disrupted trade channels, halted nascent economic reforms, and left pervasive rifts in government, institutions, and 

laws. Output recovered in 1996-1999 at high percentage rates from a low base, but output growth slowed during 

2000s. The black market is believed to have a large share (Political Risk Yearbook, Country Analysis 2004). 

Implementation of privatization has been slow and local entities only reluctantly support national-level institutions. 

The country receives substantial amounts of reconstruction assistance and humanitarian aid from the international 

community.  

 Finally, Croatia differs from other CEE countries in that the transition process started (e.g. price liberalization) 
while the country was still part of former Yugoslavia. Although Croatia won its independence in 1991, the war and 

occupation overshadowed economic issues in the first part of transition. In the second stage (starting in 1994) 

however, it increasingly resembled other advanced countries in transition. Croatia‟s economic reforms suffer from 

the effects of coalition politics and public resistance, particularly from the trade unions.   

 

4. 0  Mechanisms of Institutional Change  

 
 The basic premise of this paper is that existing institutions and the subsequent action of governments within this 
institutional framework have a major influence on national economic performance. For countries that have advanced 

farther towards a market economy and which are more integrated with the European Union, the mechanisms of 

change revolve around harmonization with EU institutions and advantageous positioning in Europe in terms of 

competitive advantage and value added activities. Many of the former socialist countries have liberalized their 

capital and labor markets. Other countries, such as the Balkan states and Latvia continue to maintain a stronger state 

bureaucracy well after the collapse of central planning. Their governments have, however, relinquished their 
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coordinating power in the economy to a great extent. As these countries are also in the advanced stages of becoming 

integrated into the EU, their policies are guided towards harmonization and macroeconomic internationalization 

through their Western European industrial links. For countries less advanced in transition, strategic coordination 

from governments is still the prevailing model.  

 Despite a general growth trend, individual country trajectories show a variety of paths, differing in the timing of 

significant reform implementation and the initial increase in FDI inflows, although some regularities do exist across 
the region. Countries with low initial distortions have overcome liberalization difficulties more promptly, whereas 

countries with less favorable conditions at the end of the communist years have taken longer to adopt momentous 

reforms. Hungary, for example, had the most noticeable increase in FDI inflows immediately after 1989 as the 

country proceeded most rapidly in liberalizing its economy. Like Hungary, the Czech Republic and Estonia recorded 

relatively high foreign investments early in transition, but unlike in Hungary, FDI inflows have not leveled off later 

on. It was not until the end of the 1990s that the Balkan States and the former CIS countries adopted a consistent 

reform strategy and began recording noteworthy investment flows.  

 The transition experience so far shows that the processes of stabilization and structural reform are related to the 

exchange system, to taxation and tax laws, and to state-owned enterprise reform. While the entire region has 

progressed, the countries that were closer to the benchmarks of a market economy early on in transition have 

advanced more rapidly in subsequent years. Countries that have been more successful in implementing policy 

reforms have also been more successful in implementing structural and institutional reforms. The slow development 
of institutions in some countries might have been due to the increased difficulty of developing institutions requiring 

changes in societal norms. One could expect that policy reforms will eventually change the incentives for the actors 

in an economy and contribute to the evolution of rules and institutions that are a better fit for economies and 

societies advancing in transition. Aoki (2001) notes that “only institutional arrangements that are mutually consistent 

and/or reinforcing may be viable and sustainable in an economy…It can be through the guidance of a particular, 

symbolic system presented in the transition process and recognized as „prominent‟ or „salient‟ (among the many 

possible) that agents‟ new strategic choices are induced to be coordinated. As agents‟ choices equilibrate, the 

guiding symbolic system becomes consistent with, and reconfirmed by, their experiences. It can then serve as their 

summary representations and thus it becomes established as an institution. The point is that some symbolic system 

precedes the evolution of a new equilibrium and then is accepted by all through their experiences.” 

 

 

4. 1  Development and the Role of Institutions  

 
 The analysis above shows which countries have progressed farther than others in the transition towards a market 
economy. The institutional dimensions of governance (such as the rule of law and the character of the policy-making 

process) change over time. Although path dependency would suggest limits in the feasibility space for policy 

choices, the institutions of the CEE are by no means immutable or unchangeable. Table 1 below presents a typology 

of the CEE countries based on the following dimensions: initial conditions as identified by the initial level of 

development and economic distortions; level of reform; foreign investment pattern; and finally, recent developments 

and trends. The first two categories of countries are highly integrated into Western European structures.  
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 Institutions and market-based mechanisms Informal 

institutions 

Regional 

integration Typology of CEE 

countries  

Economic and 

political 

decision 

making/ 

Governance 

Private 

ownership 

Allocation 

of resources 

Property 

rights 

 

Advanced reformers, 

medium to high 

initial development, 

medium to low initial 

distortions, no 

pattern in FDI 

inflows, recent 

decrease in 

investments: 

Czech Republic, 

Hungary, Poland, 

Slovakia, Slovenia. 

Extensive 

economic 

liberalization 

 

Significant 

structural 

reforms and 

stabilization 

  

Private 

interests 

mainly 

influence 

changes. 

Minimal state 

ownership of 

resources  

 

Privatizations 

nearly 

complete 

Minimal 

state control 

over 

resources 

and strong 

industries. 

 

 

Transparent 

legislation. 

 

 

 

Effective 

protection of 

rights. 

 

Property law 

in place 

 

Bankruptcy 

law in place 

 

 

 Some still 

exist- but 

they are not 

significant 

Strong 

exports to the 

EU 

 

Strong 

historical ties 

to Western 

Europe 

High intermediate 

reformers, mixed 

initial conditions, 

fluctuating FDI 

pattern with an 

increase recently, 

significant advances 

in reform and good 

FDI potential in 

recent years:  

Bulgaria, Estonia, 

Lithuania, Latvia, 

Romania. 

 

Governments 

pursuing 

budget 

stringency 

Low state 

ownership 

Decreased 

state 

controls 

 

Somewhat 

strong trade 

unions 

Property law 

in place 

 

Bankruptcy 

law in place 

 

 

 

Presence of 

coalition 

politics 

Gradual 

reorientation 

of exports 

toward EU 

countries 

 

Development 

of EU-

compatible 

legislation  

 

Low intermediate 

reformers, medium 

initial level of 

development and high 

distortions, 

fluctuating FDI 

pattern, recent slow 

advances in reform:  

Albania, Russia, 

Kyrgyzstan, Moldova, 

Kazakhstan. 

Free prices and 

domestic trade 

liberalization  

 

Significant 

state 

ownership 

State control 

over 

strategic 

resources 

and some 

industries, 

but some 

commercial 

principles 

apply  

Property law 

still in 

development, 

generally still 

in early 

stages 

 Corruption 

 

Persistence 

of gray 

economy/ 

black 

market 

Pressure 

from 

international 

institutions 

(EBRD, 

IMF) to 

correct 

imbalances 

and liberalize  
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Slow reformers, 

medium initial 

development and high 

initial distortions, 

still in early stages of 

reform:  

Uzbekistan, Belarus, 

Ukraine, 

Turkmenistan. 

 

Political, 

government 

and  

Quasi-public 

interests 

dominate 

 

Loss making, 

state owned 

enterprises  

Low private 

ownership, 

restriction of 

private 

ownership in 

valuable 

commodity or 

natural 

resource areas 

Strong to 

total state 

control over 

resources 

Partially to 

totally 

ineffective 

property law  

Property 

rights often 

enforced by 

extra-legal 

groups 

 

 Heavy 

Corruption, 

deeply 

entrenched 

political 

and 

economic 

interests 

 

 

Strong 

outside 

pressure for 

reforms, 

often 

strongly 

resisted by 

internal 

political 

forces 

 

Table 1. A Typology of CEE Countries: The Role of Institutions 

 

 

 

5. 0  Conclusion 

 
 To summarize our review of progress in the CEE region and our discussion of the prevailing mechanisms of 

change, we note that in slow reforming countries such as Belarus and Ukraine which started transition with a high 

level of economic distortion, the transformation process is only in its incipient stage. At this level, the government is 

highly represented in enterprises and acts as the primary coordinating agent. Although these countries have 

benefited from the involvement of international institutions, they actually have few Western European links. The 

same apprehensive approach to reform and restricted incentives for EU integration can be noted for other countries 

(Russia and Moldova in particular).  However, the liberalization of prices and external trade have been aided by a 

relatively higher level (although still low level, when compared to other countries in the region) though fluctuating 
FDI inflows. Other areas in the region, such as the Balkans and Central Europe have had a mix of quality in initial 

conditions but have largely reconfigured the government‟s role and are now focused on the continued growth and 

refinement of market institutions. The main driver for change in the intermediate reformers has been the 

liberalization of the banking system. Most of the countries which are relatively advanced in transition still suffer 

from an incoherent competition policy and lack of flexibility in labor and capital markets. The “pull” of  EU 

integration is strong for acceding countries, whereas integration has slowed down  reform efforts for the countries 

that have already succeeded in joining the EU. Arguably, as a result of initial high distortions and disjointed reforms, 

some countries have advanced very slowly in transition. The countries of Central Europe have remained in front 

from the beginning of the transition process, while the Balkans and some of the Northern CEE countries (Lithuania, 

Latvia and Estonia having been perhaps most affected by the Russian crisis) have been slowly closing the gap. 

Development progress in CEE is related to reform and the development of institutions that not only mark a change 

from state-controlled economies but sustain and reinforce change over time (Arthur, 1994).    



14 

 

References 

 
Allison, G. and Zelikow, P. (1973), The Essence of Decision, Brookings Institution 

 

Aoki, Masahiko (2001) “The Co-Evolution of Organizational Conventions and Human Asset Types," in Groups, 

Multi-Level Selection, and Evolutionary Dynamics, The Santa Fe Institute, January 12 - 4, 2001 

http://www.santafe.edu/files/workshops/bowles/aokiV.PDF 

 
Aoki, Masahiko, (2000a) Information, Corporate Governance, and Institutional Diversity: Competitiveness in 

Japan, the U.S.A. and the Transitional Economies, Oxford University Press, (Oxford and New York: 2000) 

 

Aoki, Masahiko, (2000b) “What Are Institutions?  How Should We Approach Them?” SIEPR Working Papers, 

Stanford University, 00-015, 

http://www-econ.stanford.edu/faculty/workp/swp00015.html 

 

Aoki, Masahiko, (1999) “An Information Theoretic Approach to Corporate Governance”, SIEPR Working Papers, 

Stanford University, 99-004, 

http://www-econ.stanford.edu/faculty/workp/swp99004.pdf 

 

Aoki, M. (1998) “The Subjective Game Form and Institutional Evolution as Punctuated Equilibrium” Stanford 
Institute for Economic Policy Research, http://www-econ.stanford.edu/faculty/workp/swp98011.pdf 

 

Aoki, Masahiko, Okuno-Fujiwara, Masahiro and Kim, Hyung-ki, Eds., (1998B) The Role of Government in East 

Asian Economic Development: Comparative Institutional Analysis, Clarendon Press, Reprint edition (October 

1998)  

 

Aoki, Masahiko, (1997) “The Evolution of Organizational Conventions and Gains from Diversity”, SIEPR Working 

Papers, Stanford University, 97-032 

http://www-econ.stanford.edu/faculty/workp/swp97032.pdf 

 

Aoki, Masahiko and Kim, Hyung-Ki, (1995), Corporate Governance in Transitional Economics: Insider Control 
and the Role of Banks, EDI Development Studies, The World Bank (Washington, D.C.: 1995) 

 

Aoki, M. (1998) “The Subjective Game Form and Institutional Evolution as Punctuated Equilibrium” Stanford 

Institute for Economic Policy Research, http://www-econ.stanford.edu/faculty/workp/swp98011.pdf 

 

Amnesty International (1999) Report 1999: Bosnia-Herzegovina, 

http://www.amnesty.org/ailib/aireport/ar99/eur63.htm 

 

 

Arthur, B. (1999), Complexity and the Economy, Science, 284, p. 107-109. 

 

Arthur et al (1997), Introduction to the volume: The Economy as an Evolving Complex System II, Addison-Wesley. 

 
Arthur, B. (1994a), Inductive Reasoning and Bounded Rationality, American Economic Review (Papers and 

Proceedings), 84, p. 406-411. 

 

Arthur, B . (1994b) Increasing Returns and Path Dependence in the Economy, University of Michigan Press 

 

Bonabeau, E. (2002) “Agent-based modeling: Methods and techniques for simulating human systems”, PNAS, May 

14, 2002, Vol. 99, Supplement 3 

 

Bozhkov, A. (2002), The Capacity of Bulgaria to Cope with the Competitive Pressure within the European Union, 

Centre for Economic Development, European Institute.  

 

http://www.santafe.edu/files/workshops/bowles/aokiV.PDF
http://www-econ.stanford.edu/faculty/workp/swp00015.html
http://www-econ.stanford.edu/faculty/workp/swp99004.pdf
http://www-econ.stanford.edu/faculty/workp/swp98011.pdf
http://www-econ.stanford.edu/faculty/workp/swp97032.pdf
http://www-econ.stanford.edu/faculty/workp/swp98011.pdf
http://www.amnesty.org/ailib/aireport/ar99/eur63.htm


15 

 

Carley, K. and Svoboda, D. (1996) “Modeling Organizational Adaptation as Simulated Annealing”, Sociological  

Methods  & Research, Vol. 25 No. 1, August 1996  

 

Codevilla, A., (1991) Informing Statecraft,  The Free Press (2nd Edition) 

 

Deacon, B. (2000), Eastern European Welfare States: the Impact of the Politics of Globalization. Journal of 
European Social Policy, 10-2, 146-161. 

 

Dyker, D. (2001), The Dynamic Impact on the Central-Eastern European Economies of Accession to the European 

Union: Social Capability and Technology Absorption, Europe-Asia Studies, 53-7, 1001-1021. 

 

Fidrmuc, J. and Tichit, A. (2004), Mind the Break! Accounting for Changing Patterns of Growth during Transition, 

William Davidson Institute Working Paper No. 643. 

 

Gilpin, R. (1983) War and Change in International Politics, Cambridge University Press 

 

Kauffman, S. (1993) “The Structure of Rugged Fitness Landscapes”, in The Origins of Order, Oxford University 

Press 
 

Knott, J. and Miller, G. (1988) Reforming Bureaucracy, Prentice-Hall 

 

Keohane, R. (1984) After Hegemony, Princeton University Press 

 

Lebow, R. N. (1984) Between Peace and War, Johns Hopkins University Press 

 

Lebow, R. N., and Stein, J.G. (1995), We All Lost the Cold War, Princeton University Press 

 

Lebow, R. N. (2006)  Coercion, Cooperation and Ethics in International Relations, Routledge, 2006 

 
Meyer, Chris “What‟s Under the Hood: A Layman‟s Guide to the Real Science”, Center for Business Innovation, 

Cap Gemini, Ernst and Young, Conference on Embracing Complexity, San Francisco, July 17-19, 1996 

 

Mygind, N. (1994). Societies in Transition. Center for East European Studies. 

 

Nelson, R. and Winter, S. (2006) An Evolutionary Theory of Economic Change, Belknap Press 

 

Nelson, R. and Winter, S. (2006) “Evolutionary Theorizing in Economics”, Journal of Economic Perspectives, Vol. 

16, No. 2 

 

Pavlinek, P. (2002), “Theoretical and Conceptual Approaches to Post-Communist Transformations in Central and 

Eastern Europe”, Invited Research Presentation at the Institute of Social Sciences, Chuo University, Tokyo, 
January 16, 2002 

 
Peters, E. (1999), Complexity, Risk and Financial Markets, John Wiley and Sons 

 

Peters, E. (1992), Chaos and Order in the Capital Markets, John Wiley and Sons 

 

"Political Risk Services"™ (2004), Country Analysis (various), The PRS Group, Syracuse, NY 

 

Radosevic, S. and Rozeik, A. (2005), Foreign Direct Investment and Restructuring in the Automotive Industry in 

Central and East Europe, Center for the Study of Economic and Social Change in Europe, SSEES, University 

College London, Working Paper No. 53. 

 

Radosevic, S. (2002), European Integration and Complementarities Driven 



16 

 

Network Alignment: The Case of ABB in Central and Eastern Europe,  Center for the Study of Economic and Social 

Change in Europe, School of Slavonic and East European Studies, Working Paper No. 12. 

 

Radosevic, S. (2004), Growth of Enterprises thru Alliances in Central Europe, Working Paper Series No. 36, Centre 

for Study of Social and Economic Change in Europe.  

 
Skocpol, T. and Pierson, P. (2002) Historical Institutionalism in Contemporary Political Science, Harvard University 

http://www.polisci.berkeley.edu/faculty/bio/permanent/Pierson,P/Discipline.pdf 

 

Stark, D. (1992) .Path Dependence and Privatization Strategies in Eastern and Central Europe., European Politics 

and Societies 6:1 (1992) pp. 17-54 

 

Stark, D. (1998). Postsocialist Pathways: Transforming Politics and Property in East Central Europe, Cambridge 

University Press 

 

Tupy, M. (2003), EU Enlargement Costs, Benefits, and Strategies for Central and Eastern European Countries, 

Policy Analysis, No. 489. 

Wallerstein, I. (1999) “Braudel and Interscience: A Preacher to Empty Pews?" 

http://www.binghamton.edu/fbc/iwjb.htm 

Williamson, Oliver E. (1996) The Mechanisms of Governance, Oxford University Press, (Oxford and New York: 

1996) 

 

The World Bank (2004) Doing Business in 2004: Understanding Regulation, Oxford University Press 

 

 

http://www.polisci.berkeley.edu/faculty/bio/permanent/Pierson,P/Discipline.pdf
http://www.binghamton.edu/fbc/iwjb.htm

