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The external-domestic interplay in democracy promotion: a case
study on public administration reform in Croatia
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In this contribution we conceptualize the under investigated interplay between
external and domestic actors in democracy promotion. We first propose a
typology of the instruments and means used both by external and domestic
actors to influence reform outputs and then trace these instruments’ effects
on outcomes, thereby expanding the existing concepts of domestic agency.
Although democracy promotion continues to be a rather asymmetric
relationship between the “donors” and “receivers” of aid and advice,
domestic actors employ a wide array of instruments to manage external
demands for reform, including diplomacy, take over, slowdown,
modification, resistance, and emancipation. The article draws on a case
study of European Union democracy promotion within two reform
initiatives in the field of Public Administration Reform (PAR) in Croatia.

Keywords: democracy promotion; external domestic interplay; European
Union; Croatia; transition

Introduction

The scholarly literature on democracy promotion and on European integration has
identified several external instruments to explain the adaption of domestic actors in
transition countries to democratic rule." Much of the discussion centres on the
degree of “effectiveness” of these instruments, which include dialogue, persuasion,
socialization, democracy assistance, political or membership conditionality, embar-
gos, sanctions, and trusteeship administrations.” However, the majority of democ-
racy promotion studies has taken an “outside-in” approach focusing on external
actors to explain effectiveness (or the lack thereof), reducing the agency of domestic
actors to “compliance”, “partial compliance”, or “non-compliance” with external
demands.® According to Leininger, the role of domestic actors and in particular
the power struggles between different domestic political players and international
actors, as well as power struggles among domestic actors, have largely been neg-
lected.* We agree with this assessment and argue that explanations of the influence
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of democracy promotion cannot yield satisfying results without taking the external
domestic interplay within reform policies into account.

In order further to illuminate the “black box” of external-domestic interactions
in democracy promotion, we deliberately consider the domestic perspective, inves-
tigating the interplay between the external actors that promote democracy and the
national governments seeking to democratize their political systems. Thereby, we
clarify how the interactions between external and domestic actors in transition
take place and how this interplay influences the outputs of democratic reform.
To answer these questions, we first conceptualize the interaction between a
major external democracy promoter, the European Union (EU), and a national gov-
ernment in a country in transition (here, Croatia), proposing a fine-grained typol-
ogy of the instruments used by both external and domestic actors. Second, we
trace the interplay between external and domestic actors to explain the outputs
of externally demanded democratic reforms. In this regard, Croatia in particular
represents a paradigmatic case and permits us to systematize the instruments
used by both sides. Croatia’s bumpy path to democracy allows not only an explora-
tion of conditions supportive of the external-domestic interplay, but also of the
obstacles accompanying the largely asymmetric relationship between an external
democracy promoter and a domestic receiver of aid and advice.

The contribution proceeds as follows: in the section that follows, the state of the
art in democratization and post-conflict transition under external oversight is sum-
marized. The third section justifies the selection of Croatia and its Public Admin-
istration Reform (PAR; in Croatian Reforma javne uprave) as a case study. Key
aspects and actors of PAR in Croatia are introduced. The fourth section discusses
our methodological approach. The fifth section presents a new typology of the
instruments used by external and domestic actors in their interplay. This is
employed in the penultimate section to conduct a fine-grained process-tracing of
the actors’ interactions during the reform process. A concluding section summar-
izes the results of the analysis.

The state of the art

Three branches of research offer first insights for conceptualizing the interplay
between domestic and external actors: democracy promotion studies, the literature
on European integration and compliance, and studies on international norm pro

motion. The democracy promotion literature analyses various forms of democ-
racy-promoting instruments and influential external and domestic factors for their
success, whereas the literature on European integration focuses on the external and
domestic conditions of EU rule and norm transfer to EU member states and (poten-
tial) candidates for membership. The International Relations (IR) literature on norm
promotion discusses domestic reactions to international norm-promotion activities.
Taken together, these three research fields offer a starting point for the examination
of the external-domestic interplay in democracy promotion. Our review will,
however, also reveal the research gaps that need to be addressed in all three.
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Democracy promotion: actors and instruments

Actor-centred transition studies have long pointed to the importance of domestic
actors in democratization. Transition researchers identify the behaviour of dom-
estic actors as crucial for democratic transitions and understand transition results
as an outcome of the iterated strategic decision-making of the politically relevant
actors while keeping in mind that actors are constrained by structural conditions.’
Recent publications on democracy promotion address the contribution of external
actors to democratization.® Discussions centre on various types of democracy pro-
motion, such as the international support of democratic elections, the drafting of
democratic constitutions, reforms of the judiciary and state bureaucracy, the
support of civil society projects, and the encouragement of a free and plural
media environment.” Thereby, the literature distinguishes between different exter-
nal instruments of democracy promotion, such as political dialogue, democracy
assistance, political conditionality, embargos, sanctions, and trusteeship adminis-
trations.® Although some contributions have raised the fact that democratization
requires domestic support, there has been no systematic integration of an
“inside-out” perspective in terms of an exploration of how domestic actors perceive
and handle external reform demands.’

European integration: conditions for successful democracy promotion

Studies on European integration take a special look at the EU as a key external
player in democracy promotion with respect to how it rewards reform progress
with financial assistance, technical expertise, and a membership perspective. For
(potential) EU members, the EU uses instruments including conditional incentives,
normative pressure, and persuasion. Policy and membership conditionality, which
refers to how the EU sets rules that must be fulfilled in order for a country to receive
rewards, is seen as its most powerful instrument to induce democratic change.'’
These studies also discuss domestic factors that can mitigate the “effectiveness”
of external instruments in the form of modification costs, such as the number of
veto players, societal mobilization for or against reform, administrative capacity,
and the framing of reforms that touch issues of national identity.'' However, dom-
estic actors have been reduced to a rather one-dimensional role in this process:
Either they comply with EU reform demands, or they do not.'? Scarcely any
study in this field conceptualizes domestic actors as capable and willing to deal
with, transform, or resist external reform demands, or as competent to take
action independently.'* We argue that compliance or non-compliance with EU
demands is not a one-way street, but rather a two-way interaction in which dom-
estic actors are equally able to challenge external preferences and demands.

International norm promotion: mapping domestic agency

The IR literature on international norm promotion does conceive of democracy
promotion as an interactive process between external and domestic actors. Trans-
national norm entrepreneurs link up with local civil society organizations to
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pressurize authoritarian governments into concessions and compliance with human
rights norms.'* This branch of the literature offers a point of departure for the con-
sideration of domestic agency and the external-domestic interaction in democracy
promotion, allowing the differentiation of three categories of domestic agency in
international norm promotion: compliance, adjustment, and resistance. Compli
ance describes a state of conformity or identity between an actor’s behaviour
and a specific rule; this involves the adoption and implementation of the law,
rule, or procedure in question.'> We prefer, however, the term take over instead
of compliance, as it underscores the agency of domestic actors in taking over
laws, rules, or procedures, but does not preclude anything about the domestic
actors’ motivations, attitudes, or stages of learning. Adjustment describes the
changes domestic actors make in externally demanded laws, rules, or procedures
in order to make them more suitable to the context of the society in transition. In
the research on norm diffusion, similar concepts are “filtering” and “localiz-
ation”.'® We prefer to speak in terms of modification, again to better highlight dom-
estic agency in the process of transferring and modifying externally promoted
norms into domestic contexts. In the literature, resistance tends to be connected
with ostensibly undemocratic political elites who keep a tight grip on state
power and oppose the opening of the political or economic sphere.'” However,
this interpretation creates a rather negative connotation for legitimate critical atti-
tudes towards challenging largely context-insensitive external reform demands that
do not resonate with local needs or the everyday life of the citizens affected.'®
Therefore, we restrict the use of the label “resistance” to domestic behaviour
that simply declines external reform proposals in whole or in part.

In addition to these three forms of domestic behaviour derived from the norm
promotion literature, we assume that domestic actors are also involved in constant
negotiations with external actors regarding the concrete contents, scale, and scope
of reform — a departure from the rather passive role that especially the first two
strands of literature discussed above have assigned to domestic actors. Further-
more, domestic actors might go beyond externally induced reform demands in
developing their own reform projects, thereby emancipating themselves from
external actors and their preferences. To summarize, there is a need to further
specify and conceptually systematize the forms of domestic agency at work in
the process of external-domestic interplay. In the remainder of this contribution,
we explore the full set of instruments used by both sides in the external-domestic
interplay during democracy promotion, and we outline the consequences of this
interplay for reform outputs.

Public administration reform in Croatia

Croatia’s transition offers a perfect opportunity to study the interaction between
external and domestic actors in post-conflict democracy promotion. Croatia’s tran-
sition can be considered a “paradigmatic case”,"” as Croatia’s experience is highly

representative of the extraordinarily intense efforts of the international community
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to overcome the consequences of violent state dissolution and civil war through
state-building and democracy promotion. The EU in particular has assisted post-
conflict democratization with diplomatic initiatives, the provision of aid, condi-
tionality, and the supervision of state-building.*® Studying the interplay between
the EU and the Croatian government thus captures the full range of external instru-
ments used in post-conflict democracy promotion. Similarly, the Croatian political
elite showed great willingness to implement democratic reforms, while at the same
time remaining critical of what they viewed as “too much” external interference
in domestic state affairs. We expect this variance in attitudes to be reflected in
the respective behaviours of domestic actors in policy formulation and
implementation.

Croatia’s transition also represents a case of “maximum variation”,?' because it
illustrates both successes and failures in democratization under external oversight.
On the one hand, Croatia has made considerable progress in democratization,
which has been rewarded with prospective accession to the EU in 2013. On the
other hand, experts on the region continue to criticize the fact that Croatian political
elites have failed to adequately accept democratic rules and norms, and EU pro-
gress reports criticize the Croatian government for its slow progress in the
implementation of reforms and in the fight against corruption.?” Croatia’s transition
thus allows us to trace external-domestic interaction processes in both successful
and failed reform endeavours. We take public administration reform (PAR) as an
example, identifying two PAR initiatives with different reform outputs as
“within-units™** of case analysis. We expect that variation in the external-domestic
interplay will explain the mixed reform outputs, which are typical of transition
under external oversight in developing countries across the world.

EU engagement in Croatia’s PAR

Serious reform efforts in the Croatian public administration started in 2000, when a
centre-left coalition government under Prime Minister Ivica Racan gained office
and when the EU became more active in the Western Balkans and clearly com-
mitted itself to promoting democracy in the region.”* The overall goal of external
actors in engaging in PAR is to optimize the structures and mechanisms of admin-
istrative state bodies based on democratic principles. Reliable, open, transparent,
and citizen-oriented public administration is considered a prerequisite of a good
business environment and a better living standard of all citizens.”> Common stan-
dards of public administration shared by EU member states are laid down in the
“European Administrative Space” (EAS) policy and EU Best Practices. The
EAS defines four main administrative principles: (1) the rule of law, defined as
“legal certainty and predictability of administrative actions and decisions”, (2)
openness and transparency, “the scrutiny of administrative processes and out-
comes and its consistency with pre-established rules”, (3) the accountability “of
public administration to other administrative, legislative or judicial authorities
[to ensure] compliance with the rule of law”, and (4) efficiency “in the use of
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public resources and effectiveness in enforcing the policy-goals established in
legislation”.*® These principles have guided the reform of the Croatian
administration.

The EU uses instruments such as diplomacy, democracy assistance, and (soft)
conditionality in all PAR reform initiatives. Democracy assistance for PAR has
been provided through two framework programmes: the “Community Assistance
for Reconstruction, Development and Stabilization” (CARDS) and subsequently
the “Instrument of Pre-Accession Assistance” (IPA).?’ Conditionality is not
applied in a strict sense, because PAR is not part of the EU membership condition-
ality framework: it does not represent a chapter in accession negotiations.
However, PAR is included among the soft political criteria that are regularly
discussed in EU progress reports.

Comparing two PAR reform initiatives: GAPA and CSSA

Based on the output of reform (namely, whether the reform initiative has resulted in
policy adoption by the Croatian parliament or not), we selected two reform initiat-
ives within PAR for study: the General Administrative Procedures Act (GAPA; in
Croatian: Zakon o opéem upravnom postupku) and the Civil Servants Salary Act
(CSSA; in Croatian: Zakon o placama drzavnih sluzbenika). At the end of 2011,
the cut-off point for this study, a version of the GAPA had been adopted in parlia-
ment (“success”); in contrast, the CSSA was still being negotiated between the gov-
ernment and third-party actors (“no success”).*®

The reforms involved in the GAPA have the goal of simplifying and speeding
up administrative decision-making structures to improve services for both citi-
zens and businesses; while the CSSA is an attempt to unify the wage system
for civil servants and render it more competitive.”” In both cases, the Croatian
Ministry of Administration (MoA; in Croatian: Ministarstvo uprave) is respon-
sible for the preparation and implementation of reforms, which began in 2003.
The two PAR reform initiatives are similar with regard to external factors. The
sets of requirements for the measures are only loosely defined, based on EAS
principles and EU Best Practices;’® the credibility of the reward (in the form of
EU membership) is high. The process of EU democracy promotion has been
shaped in both cases by diplomacy, democracy assistance, and (soft) condition-
ality and the two reform initiatives differ only slightly in terms of the financial
resources invested.>! With respect to domestic factors, the GAPA and CSSA
differ concerning the number of potential veto players involved and the potential
for societal mobilization: The GAPA involved the MoA, the cabinet, and (at later
stages) the parliament in negotiations, whereas the CSSA additionally included
the Ministry of Finance, other line ministries, and various Croatian trade
unions. The administrative capacity involved has been similar, as the MoA was
the main actor in both processes, and neither reform was connected to issues
regarded as problematic in the literature, such as violent conflict or national
identity.
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Methodological approach

Our study implements qualitative approaches of the comparative case study method
to conceptualize and analyse the external-domestic interplay.** Process-tracing of
individual reform initiatives serves to disentangle variation in the external-domestic
interplay during reform and to explain the different outputs. A classical policy cycle
is employed as an analytical frame for the process-tracing.

Data collection and analysis

Semi-structured expert interviews were the primary instrument of data collection,
complemented by document analysis.*> The aim of the interviews was to gain
detailed knowledge about the process of interaction between external and domestic
actors in order to facilitate the identification of patterns of interaction within
specific reform initiatives. The relative openness of the semi-structured interviews
allowed us to discover previously unknown external and domestic instruments in
the external-domestic interplay of democracy promotion.

Interview partners were selected to include those interaction experts most
closely involved in the administration reforms, especially individuals at the inter-
face between external and domestic actors.>* The domestic interview partners were
officials in the MoA (at different levels in the hierarchy), the Chief Negotiators’
Office, national agencies managing EU assistance, and trade unions. External
actors included members of the EU delegation in Croatia, team members for EU
financial assistance projects, and a few other donors in the field. In total, 30 inter-
views were held between August and November 2011. Depending on the intervie-
wee, the interviews were held either in Croatian or in English.

Interview analysis proceeded inductively; actions mentioned by each interview
partner were clustered to establish the instruments and specific means of interacting
with the external or domestic counterpart. Process-tracing of specific instruments
was then employed to identify patterns of external-domestic interactions and to
explain reform outputs.*

The policy cycle as an analytical frame

In the analysis of EU norm-promotion activities, scholars distinguish several steps
of norm change in the states undergoing democracy promotion.*® In developing
these approaches further, we propose to bring the analysis of EU norm promotion
conceptually closer to the actual policy-making process in the domestic-policy
arena by using the concept of the policy cycle (see Figure 1).*” The policy
cycle describes policy-making as a sequence of steps related to decisions and
actions concerning a specific policy.*® The model differentiates between the
stages of agenda-setting, policy formulation, policy adoption, policy implemen-
tation, and evaluation.*® In democracy promotion, external actors de facto partici-
pate in all stages of policy-making, with policy adoption in domestic parliaments
being the only stage in which external actors are formally excluded. Thus, the
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Figure 1. The policy cycle as an analytical frame.
Source: Authors’ compilation.

external-domestic interplay can be observed throughout the entire process,
making the policy cycle a useful tool to separate the different phases of interaction
between democracy promoters and national actors. Our analysis of external-dom-
estic interactions concentrates (due to limited space) on the first three steps of the
policy cycle of the GAPA and CSSA: agenda-setting, policy formulation, and
policy adoption.

Conceptualizing the external-domestic interplay

The specific instruments used by the two sides in the external-domestic interplay of
democracy promotion will be presented now in greater detail. We go beyond the
existing literature in additionally specifying the means used in the implementation
of these instruments. The term means refers to specific actions that are undertaken
by individual actors during the reform process and that allow a follow-up action
from the counterpart, creating an interaction. On the external side, we follow the
general literature and differentiate between the instruments of diplomacy, democ
racy assistance, conditionality, and supervision.*® The external instruments differ
according to the general level of leverage that external actors are able to mobilize to
influence the democratic reform process, with diplomacy having the least leverage
and supervision the most. On the domestic side, based on the literature (see Section
2) and on our explorative study, we identify six instruments that characterize dom-
estic actors’ behaviour in the external-domestic interplay: diplomacy, take over,
slowdown, modification, resistance, and emancipation. Here, a ranking of instru-
ments is more difficult, as they describe different options of reform-supportive
or reform-critical behaviour. In the following analysis, external and domestic
instruments are presented together with their specific means.
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External instruments

In theory, the various instruments used by external actors to promote democratic
reform emphasize analytically distinct reasoning. In practice, however, instruments
are used complementarily and are not necessarily mutually exclusive (for an over-
view, see Table 1).

Diplomacy describes the practice of negotiation between representatives of
external and domestic actors. Diplomacy is primarily based on arguments, less
on material incentives, and can include alliance-building with other actors.*'
Democracy assistance refers to the provision of financial resources or political
expertise to support institution-building and actors’ empowerment.** Democracy
assistance functions top-down for political institution-building and capacity-build-
ing; is transmitted bottom-up with respect to the development civil society and free
press.*® Conditionality is a bargaining strategy of reinforcement by reward; the EU
uses conditionality when it provides the incentive of EU membership to encourage
a target government to comply with its conditions.** The EU rewards target
governments for alignment with its conditions and withholds the reward for
non-compliance. Supervision is defined as the (temporary) take-over of decision-
making — and implementing capacity by an external actor. This strategy was devel-
oped in particular for the transitional arrangements in Bosnia and Herzegovina (the
High Representative/Special Representative of the EU) and in Kosovo (the United
Nations Interim Administration in Kosovo/International Civilian Representa-
tive),* but does not apply in the case of Croatia. Table 1 presents an overview
of these instruments, together with the various means that can be used by external
actors to direct the reform process.

Domestic instruments

The attitude of domestic actors towards external demands for democratic reforms
can range from very supportive to very critical. Even when they are critical, the
governments and state officials of democratizing countries do not necessarily
oppose the fundamental ideas that lie behind an external reform initiative — such
as improving transparency, accountability, or service-orientation to citizens —
but they might substantially disagree with the scope and scale of desired
reforms, with the necessary degree of local third-party participation in policy-
making, or with the implementation of the reform. In the course of our investi-
gation, we found six domestic instruments that were employed to deal with
external involvement in democratization: diplomacy, take over, slowdown,
modification, resistance, and emancipation (for an overview, see Table 2).
Diplomacy refers to the practice of negotiating with external actors over the
direction of reform or specific details of a policy draft and its implementation.
Arguments and bargaining strategies are used to strengthen the domestic position
and to convince the international counterpart about a compromise that is acceptable
to both sides. Take over is a practice in which domestic actors follow specific exter-
nal demands in the process of policy-making, taking over the goals and practices of



Table 1.

Instruments of external actors.

Instrument Means Description of means
Diplomacy Discuss and argue Discuss and argue over reforms to find a compromise between various interests
Consult stakeholders Consult stakeholders regarding their opinions on reform
Ally with stakeholders/third ~ Build alliances with other actors with similar interests (domestic or external) via information sharing,
parties informal meetings, coordination mechanisms
Lobby Lobby top level politicians to push reform
Issue “recommendations” Issue recommendations to comment on reform
Issue communiqués Issue communiqués to comment on reform
Modify/drop demand Modify or drop reform demands in favour of domestic actors’ interests
Democracy Empower Transfer responsibility in the reform process to domestic actors
assistance “Propose” assistance Propose specific reform projects and offer financial assistance
Set pre conditions Set pre conditions for financial assistance connected to other reforms
Control assistance Control the project cycle of assistance: writing, commenting, rejecting project proposals, tendering,
contracting, procurement, management, monitoring
Advise on policy Participate in policy formulation, commenting on content or strategy of reform
Draft policy paper Participate in policy formulation by drafting policy or strategy papers
Draft law Participate in policy formulation by drafting laws
Advice on implementation Participate in policy implementation, commenting on goals, strategy, or the implementation of reform
Re allocate/withdraw (Threat to) withdraw or re allocate money
Modify/drop demand Modify or drop reform demands in favour of domestic actors’ interests
Conditionality Set soft criteria Include reform demands as soft political criteria in progress report
Set benchmarks Include reform demands as a benchmark in EU accession negotiations
Monitor Monitor reform progress of political criteria or benchmarks
Threat to deny EU State clearly that there is no room to negotiate on EU demands
membership
Modity or drop demand Modify or drop benchmarks or soft political criteria in favour of domestic actors’ interests
Supervision Execute veto power Propose reform projects and execute a veto if a domestic initiative runs contrary to external

Draft laws
Adopt laws
Implement laws

requirements
Take the lead in policy formulation by drafting laws
Take the lead in policy making by adopting laws
Take the lead in policy making by implementing laws

Source: Authors’ compilation.

126
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the external actors. This term describes a process of acceptance on the domestic
side of the ideas and practices of external actors. Slowdown refers to actions of
domestic actors that result in the deceleration of initiated reforms, such as the with-
drawal of administrative resources from the policy, inability to reach an agreement,
and postponement of decision-making in parliament. In modification, domestic
actors selectively change external reform proposals. Modification implies the intro-
duction of changes to external reform drafts or the reinterpretation of already
adopted laws in a way that is considered more appropriate to the given context.
Resistance describes the rejection of external reform demands. Resistance might
be targeted against the external proposals of a specific reform initiative, complete
reform drafts, parts of reform drafts, or recommendations to proceed in the
implementation of a new policy. Emancipation refers to the development of
reform goals and strategies independent of external demands. As the result of an
increasing awareness of the “misfit” between externally demanded reforms and
conditions on the ground, or due to growing self-esteem, domestic actors may
begin to search for their own solutions to problems, thereby possibly disregarding
external reform proposals.

Patterns of the external-domestic interplay

In order to show how the external-domestic interplay functions in practice and the
kinds of patterns that can evolve, two selected reform initiatives, the GAPA and the
CSSA, are now studied in greater detail. Each reform initiative is briefly intro-
duced, the phases of the external-domestic interplay in the policy cycle presented,
and the instruments employed by the two sides to promote their political interests
discussed. Finally, the dynamics of the interplay in the two reform initiatives are
compared. References to interview partners have been anonymized (the letter
“D” indicates an interviewee on the domestic side; “E” an interviewee on the exter-
nal side) and consecutively numbered.

External-domestic interplay with the GAPA

With a reform of GAPA, external actors sought to enhance the legal certainty,
transparency, and effectiveness of the Croatian administration by introducing
e-administration, reducing the number of regulations by half, and by decreasing
the myriad “special procedures” that required specific administrative decisions
to be amended by the parliament.*® Reforming the GAPA meant changing the
backbone of the Croatian administration, which had been functioning on this
legal basis since the 1950s under Yugoslav-socialist rule.*’

The main external actor promoting the reform of the GAPA was the EU, who
regularly discussed the progress of this reform in accession negotiations and
provided financial assistance with CARDS 2003 and IPA 2008 projects. Comp-
lementary assistance was offered by the Danish bilateral assistance programme,
the US Agency for International Aid (USAID), and the “Support for Improvement
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Instrument Means Description of means
Diplomacy Discuss and argue Discuss and argue to find a compromise
between various interests regarding a reform
Consult stakeholders Consult stakeholders regarding their opinions
on reform
Ally with stakeholders/ Build alliances with other actors with similar
third parties interests (domestic or external) via
information sharing, informal meetings,
coordination mechanisms
Take over Agree to EU goals Listen to and be persuaded by the ideas of
external actors
Agree to EU demands ~ Agree to EU demands regarding reform process
(accepting assistance, establishing working
groups, and so on), often for the incentive of
receiving EU membership or financial
assistance
Use EU tools Take over policy making tools used by EU,
such as project management or formulating
strategies
Slowdown Pay “lip service” Agree to EU reform demands or offers of EU
financial assistance “with head, but not with
heart”
Assign low priority Assign low priority to EU demanded reforms in
day to day work
Assign low resources Provide insufficient financial or human
resources for the formulation or
implementation of reforms
Find no agreement Find no agreement between different
stakeholders in the reform
Postpone decision Postpone decision by parliament to adopt the
new reform
Delay implementation Delay steps necessary for the implementation of
an adopted reform
Delegate responsibility — Delegate responsibility to people who are
ineffectively incompetent or hold low positions in the
governmental hierarchy
Re organize working Abolish working groups that were established
groups to formulate, monitor, or evaluate reforms
Modification ~ Adopt and ignore Partially ignore laws during implementation
Adopt and re interpret  Partially change the interpretation of laws
during implementation
Change reform draft Add, delete, or select parts of an externally
proposed reform draft without substantially
changing the content
Re write reform draft Re write an externally proposed reform draft
while substantially changing the content
Resistance Resist EU demands Resist specific EU demands with regard to

reform

(Continued)
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Table 2. Continued.

Instrument Means Description of means

Reject experts Reject the authority of external experts,
eventually refusing their participation in the
reform process

Reject specific Reject the use of specific terminology
terminology introduced by external actors

Reject draft law Decision makers reject a reform draft
elaborated with EU assistance

Reject assistance Attempt to limit the number of EU projects in
one institution or reform area

Emancipation Develop own goals Develop own goals with regard to a policy

Develop own strategies Develop reform strategies independent of EU
demands

Provide own funding Organize funding from the state budget for own

reform projects

Source: Authors’ compilation.

in Governance and Management” (SIGMA), a joint initiative of the Organization
of Economic Cooperation and Development (OECD) and the European Union
(EU).*® The main actor on the Croatian side during the phase of policy formulation
was the MoA, the domestic institution responsible for drafting and implementing
the reform at the level of ministers, state secretaries, and heads of division. The
Croatian cabinet and parliament were also part of the decision-making process,
and the Croatian Office of the Chief Negotiator discussed the GAPA in EU acces-
sion negotiations (see Figure 2).

Agenda setting (2003)

In the reform of the GAPA, the EU acted as the agenda-setter, demanding align-
ment of administrative regulations with European administrative principles. In
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Figure 2. (Colour version available online). The external domestic interplay of the GAPA.
Source: Authors’ compilation.
Note: Blue = external actors; orange = domestic actors.
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2003, the European Commission offered financial assistance to reform the GAPA
through the CARDS 2003 project. At first, reform demands were met with resist-
ance by the Croatian government. It rejected the proposed assistance as it did not
see a need for reform. Only after discussions did the Croatian government agree to
EU demands and to the CARDS 2003 project, which was scheduled to begin in
2006.

Policy formulation phase 1: low interaction (2003—2005)

The first phase of policy formulation, from 20032005, was characterized by low
levels of external-domestic interaction. External reform demands were met with
slowdown by domestic actors. In 2004, the then state secretary of the MoA
assigned low priority to the reform, establishing a working group that was never
invited to meet. The following year, external actors reacted with democracy assist-
ance to push the process forward. SIGMA offered assistance in the form of an
expert who would advise on policy formulation by assessing possible amendments
to the old GAPA.*

Policy formulation phase 2: high interaction (2006—2008)

The second phase of policy formulation, from 2006—2008, was characterized by
high levels of interaction between external actors and the MoA. When the
CARDS 2003 project started, the project team engaged very actively in advising
on policy formulation, analysing reform options, and preparing policy papers
and strategy papers on “Principles of Public Administration and Objectives on
Administrative Procedures” to be adopted by the cabinet. The project team was
dominated by radical reformers who proposed writing a completely new version
of the GAPA that would cut the 600 procedures down to 200. The Croatian side
again used slowdown as an instrument to counter reform demands, adopting all
pre-formulated documents but not engaging in drafting a new law based on
these documents, thus paying lip service to the international advisors.

Policy formulation phase 3: escalation and antagonistic interaction (2008—2009)

As policy adoption approached, interactions between the EU project team, the EU
delegation, and the Croatian government as a whole began to become more antag-
onistic. At the end of 2007, the EU project team presented its draft law for the new
GAPA, which consisted of a completely new legal framework. The proposal was
met with resistance, as it was considered to be far-reaching. Subsequently, the MoA
used the instrument of modification, installing a new working group composed of
MoA employees and moderate Croatian academics to re-write the draft law, again
using the old GAPA as the point of departure and combining it with some of the
innovations proposed by the project team. In response, the EU delegation resorted
to more coercive means of diplomacy to exert pressure on the ministry. The
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delegation sought alliance with other external actors, asking SIGMA to issue rec-
ommendations on the results of the working group, with partial success. Some rec-
ommendations were included by the ministerial working group, but without
alterations to the basic structure.

Policy adoption (2009)

In March 2009, the domestically prepared draft of the GAPA was adopted in par-
liament. In response, the EU delegation applied the instrument of conditionality to
push for further changes. In the EU negotiations in October 2009, it was argued that
the law did not meet EU soft political criteria with regard to EU best practices for
administrations, and that EU accession might be endangered if no amendments
were made.”® However, the MoA made it quite clear that it would not accept
further changes to the new GAPA, arguing that they had “found their own solution”
to integrate essential EU demands while maintaining a basic structure in line with
established Croatian administrative traditions.”' After intensive discussions, the
EU dropped its demands for changes to the new GAPA.

Summary

The reform of the GAPA can be judged as a mixed success. On the one hand, a new
law was adopted and enacted. On the other hand, the adopted law differs to a great
extent from the original proposal made by external consultants and leaves the basic
structure of the old system intact.”> The Croatian government was thus satisfied
with the result, whereas the European Union would favour further changes.

External-domestic interplay with the CSSA

The reform of the CSSA is regarded by the EU as the missing piece of a compre-
hensive reform of the legal basis of Croatia’s professional civil service. The EU
wishes to align and unify Croatia’s wage system based on the principles of fiscal
responsibility, equal pay for equal work, performance-based payments, and a com-
petitive salary system. The wage system is criticized for being non-transparent,
fragmentary, and without performance-based incentives.>®> Payment is regulated
in several separate laws for state civil servants, civil servants at local and regional
levels, and the different public service groups. Special laws, decrees, and collective
agreements lead to further differences between the wages of each group.”

The primary external actor involved in the CSSA was the EU delegation. World
Bank, SIGMA, and British, Danish, and Swedish bilateral donor agencies also
offered assistance. On the Croatian side, the MoA acted as the coordinator of the
reform process. A well-institutionalized tripartite system, the so-called “social part-
nership”, required the government (including the Ministry of Finance and all other
line ministries) to negotiate with trade unions on this issue.>> Reaching an agree-
ment proved difficult. The government, under pressure from the International
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Figure 3. (Colour version available online). The external domestic interplay of the CSSA.
Source: Authors’ compilation.
Note: Blue = external actors; orange = domestic actors.

Monetary Fund (IMF), had pledged to cut public spending in 2009.%¢ Adjusting
civil servant salaries through partial salary rise was thus opposed by the Ministry
of Finance (backed by international organizations) while some trade unions
opposed potential wage reductions or downsizing staff numbers (see Figure 3).%’

Agenda setting (2003)

Again, the EU acted as the agenda-setter by demanding CSSA reform. The Croa-
tian government reacted by taking over EU demands. A more transparent wage
system was in its interests as well.

Policy formulation phase 1: democracy assistance and slowdown (2003—2008)

Between 2003 and 2008, the interactions between the Croatian government and
international actors followed a repeating pattern: External actors provided policy
advice via democracy assistance and Croatian decision-makers reacted with a
general take-over of the EU goals, but then slowdown followed, postponing
actual decisions. Several times the MoA installed working groups with all affected
ministries and trade unions participating to negotiate a new CSSA. The EU, the
World Bank, and SIGMA provided democracy assistance: external consultants
analysed the Croatian system, made policy recommendations, and proposed
draft laws to the working group. In 2005, the government postponed the decision
on an externally drafted policy to the next year.’® The government took up nego-
tiations within the tripartite system again in 2006 to unify the salary system. Again
a draft law was produced with advice of external consultants. It was adopted by the
government, but was not submitted to parliament in 2007.>” The government jus-
tified its slowdown strategy with the vague fiscal impact of that law; a dismissal in
parliament should be avoided. The decision was postponed to take on discussions
at a later stage.®”
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Policy formulation phase 2: conditionality (2008—2009)

Starting in 2008, after five years of democracy assistance, external actors reverted
to the instruments of diplomacy and conditionality in an attempt to speed up the
reform process. First, they used diplomacy, forming alliances with all involved
donors and recommending the government speed up reform.®! As the government
and trade unions were still unable to reach an agreement and thus continued to slow
down the reform process, the EU resorted to the use of conditionality. In 2008, the
EU made the adoption of the Salary Act a precondition for further financial grants
to the MoA.®®> The government responded with resistance to this EU demand
because it anticipated that no agreement could be reached with trade unions at
this point. In the end, the EU dropped the precondition. It provided financial assist-
ance despite the lack of compliance. However, general take-over of EU demands
on the part of domestic actors can be observed. In 2008, the government
adopted another draft law with the help of external advice and through discussions
within the social partnership. This draft was submitted to parliament in January
2009. This time, however, the parliament used slowdown techniques and post-
poned the decision due to doubts about financial sustainability. Severe protests
and strikes by trade unions followed because they feared a new proposal would
be less favourable to their demands.

Policy formulation phase 3: conditionality and resistance (2009—?)

In the autumn of 2009, in another attempt to heighten reform pressures, the EU
once again resorted to the instrument of conditionality. It made the adoption of
the CSSA a benchmark of Chapter 22 during accession negotiations.®®> This
demand was met with resistance from the Croatian government, who insisted on
reaching an agreement with trade unions first; not to face severe strikes and
social unrest. In the end the EU dropped its demand for a new CSSA as part of
EU benchmarks. In spring 2011, another round of negotiations started; again
without results. The proceedings of the working group were delayed until after
the elections in November 2011.

Summary

Taking EU criteria as a benchmark, the reform of the CSSA cannot be evaluated as
successful at this point, as no new law has been adopted to date. Finding a compro-
mise between all the actors involved in the reform of the CSSA has proven to be
very difficult, due to their widely diverging interests. However, this also means
that domestic trade unions were able to influence the process and until now suc-
cessfully prevented a reform in disfavour of civil servants’ interests.

Comparing the external-domestic interplay in the GAPA and the CSSA
processes

A comparison of the two externally requested reform initiatives reveals that both
processes had a long phase of up to five years in the stage of policy formulation,
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in which external actors participated by providing advice and proposing reform
drafts that were generally accepted by the Croatian government. When the point
of policy adoption approached, two different developments could be observed,
depending on whether strong veto players were involved in the reform or not.

In the case of the GAPA, resistance to the externally proposed reforms mani-
fested itself after the end of the main democracy assistance project and shortly
before the planned adoption of the new law. In a first step, the EU (in alliance
with other international actors) used diplomacy to impede essential changes in
the draft law, but significant modifications of the draft law were undertaken by
the MoA and adopted by parliament nonetheless. In response, the EU resorted
to the instrument of conditionality, threatening to deny EU accession, as the law
did not meet EU soft political criteria. However, because the Croatian government
was not prepared to include more radical changes in the GAPA, arguing that the
adopted law did indeed incorporate the central demands made by the EU, condi-
tionality was again unsuccessful.

In the case of the CSSA, where trade unions represented a strong third-party
negotiation partner for the government, slowdown was the government’s main
instrument to manage external demands for reform. The adoption of the CSSA
was postponed several times, as no agreement with trade unions could be
reached. The EU reacted with the use of conditionality to push for adoption.
However, the Croatian government resisted this demand, pointing to the need to
continue negotiations with the third-party actors; the government ultimately suc-
ceeded, as the EU dropped its conditions.

In both reform initiatives, external actors first used democracy assistance to
guide democratic reforms and later resorted to the use of (coercive) diplomacy
and conditionality. Coercive means of diplomacy and conditionality were
employed when the success of the reform attempts seemed to be in danger — for
example, when domestic actors reverted to slowdown, modification, or resistance
in response to demands for reform. However, the use of diplomacy and condition-
ality had only a limited effect on the course of reform. In the case of the CSSA,
where third parties were involved in negotiations at the domestic level, the EU
had to accept resistance and slowdown because of the government’s obligation
to reach a compromise with the trade unions before adoption. In the case of the
GAPA, where no powerful third-party actor was part of the policy-making pro-
cedure, the EU was forced to accept resistance and modification when the Croatian
government made it clear that it would not agree to more radical changes and was
able to convince the commission that the adopted law would follow EU principles.

Conclusions

We have shown in this contribution that democracy promotion involves constant
interactions between international democracy promoters and domestic actors in
negotiating the content of democratic reforms. As this interaction has thus far
not been conceptualized, we developed a new typology of the instruments and
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means used by external and domestic actors in their interplay during democracy
promotion. A case study of PAR in Croatia served as the empirical basis for our
investigation. Two concrete reform initiatives, the General Administrative Pro-
cedures Act (GAPA) and the Civil Service Salary Act (CSSA) were analysed.
The analysis of these two reform projects illustrates first that democracy promotion
entails a constant exchange of diplomatic means. Meeting, talking, and negotiating
over the scope and scale of reforms continuously takes place during any reform
process between external and domestic actors.

Second, we discovered that external-domestic interactions follow an escalation
curve. In the early phase of policy formulation, interaction is less antagonistic.
Democracy assistance on the external side and take-over on the domestic side
are used in addition to diplomatic interactions. However, when the point of
policy adoption approaches, the level of conflict in interaction increases. Here,
two trends can be observed. If a strong third actor is involved on the domestic
side, as was the case with the trade unions in the CSSA, slowdown and resistance
are the main domestic instruments to avoid full compliance with external reform
demands. The EU has reacted with the use of more coercive means of diplomacy
and conditionality to enforce adoption of the CSSA, thus far without success. If no
strong third actor is involved, another pattern emerges. Domestic actors use slow-
down and modification to react to external reform demands. External actors use
more coercive forms of diplomacy and conditionality when their reform attempts
are perceived to be in jeopardy. In the end, the reform may have passed, but due to
the strategy of modification employed by domestic actors, it can differ significantly
to the original demands made by the EU.

Third, it should be noted that the association between external and domestic
actors in democracy promotion is still characterized by an asymmetric relationship.
Although donors continue to claim the importance of “local ownership” in tran-
sition, our investigation shows that demands for democratic reform and the initiat-
ive to place these issues on the agenda comes mostly from the external side.
Domestic actors in Croatia had to adapt to external reform demands, learn how
external actors organize policy-making, projects, and programmes, and then take
over the implementation of basic liberal democratic principles in their political
system. An alternative way of reorganizing the political system was not accepted
by the external side. Furthermore, we found only limited signs of the emancipation
of domestic actors; at least within PAR in Croatia, we found no evidence of inci-
dents in which domestic actors took the lead in proposing a reform issue to external
actors that became the object of a democracy promotion project.

Finally, we would nevertheless like to highlight that the external-domestic
relationship is not completely a one-way street. Domestic actors employ a wide
range of instruments with which they can alter external preferences and through
which they can sometimes succeed in convincing external actors to accept modi-
fications of drafted laws and to change reform objectives. The EU was ultimately
obliged to drop certain aspects of its desired reforms, despite using all available
instruments to avoid this outcome.
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In this article we demonstrated the analytical value of investigating the exter-
nal-domestic interplay in democracy promotion. Based on our findings we hope
that future research will study both sides of the interaction instead of focusing
solely on the external side of democracy promotion, and that the proactive behav-
iour of domestic actors will be acknowledged, replacing the rather passive role pre-
viously assigned to domestic actors in post-conflict recovery and democratization
with a more accurate and equitable representation.
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