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Introduction

Enlargement is often seen as the most successful foreign policy of the
European Union (EU). The attractiveness of EU membership and the strict
political conditionality attached to the accession process have vested the
Union with considerable transformative power in the applicant countries.
After the breakdown of Soviet communism and hegemony in Eastern Europe,
enlargement has been credited with having contributed significantly to
economic recovery, peace and stability as well as to democratization in the
transition countries of the region.

Our article will put this view to a systematic test. In particular, we will
ask whether EU political conditionality has had a significant positive impact
on democracy and democratic change in neighbouring non-member countries
even when other influences are taken into account. If so, has political con-
ditionality been effective in general or only under certain conditions? Finally,
is EU political conditionality likely to produce similar effects beyond enlarge-
ment? With the accession of Bulgaria and Romania in January 2007, the Fifth
Enlargement of the EU has come to a close. Whereas the Western Balkans and
Turkey continue to have a membership perspective, the EU has devised the
European Neighbourhood Policy (ENP) for the remaining countries of
Eastern Europe and the Mediterranean as an alternative to accession. Will
these countries be affected in similar ways as the candidate countries for
membership?

In recent years, the comparative study of EU democracy promotion has
become the subject of several book-length studies (Kelley, 2004; Kubicek,
2003; Pridham, 2005; Schimmelfennig et al., 2006; Vachudova, 2005). These
studies concur on a number of substantive findings regarding the effective-
ness of EU democracy promotion. Above all, they agree that the use of
accession conditionality has been paramount. First, political accession con-
ditionality — that is, the credible perspective of becoming an EU member after
thorough democratic reform — has been the most effective among the EU’s
strategies and instruments (others being social influence or persuasion, for
instance). Second, while even highly credible accession conditionality
requires favourable political conditions in the domestic arena of target
countries to be fully effective, it has proven to be a necessary condition of
successful EU democracy promotion. And although this literature would not
claim that EU accession conditionality is more important than domestic
conditions of democratization, it demonstrates that in many cases the
Union’s external incentives have been instrumental in overcoming domestic
obstacles to further democratic reform.

In addition, the recent studies of EU democracy promotion share several
theoretical and methodological characteristics. First, they generally adhere to
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the agency-oriented approach of transition theory, which focuses on strategic
constellations and political choices of state leaders and challengers to explain
regime change and its outcomes (see e.g. O’'Donnell and Schmitter, 1986;
Przeworski, 1991). In this perspective, the EU is conceived of as an
(additional) actor in the transition process, providing external restrictions on
and opportunities to the choices of elites and counter-elites. Second, the
studies are mainly based on comparative case-study designs and have
focused empirically on the candidates for EU membership.

Consequently, the recent literature on EU democracy promotion may be
accused of two major design problems, which may lead to bias and limited
generality. On the one hand, given their focus on EU agency and EU inter-
action with domestic elites in the target countries, these studies may have
unduly neglected socioeconomic development as an additional or alternative
and, as modernization theorists would claim, more fundamental cause of
democratization. In addition, the emphasis on the EU as an international
organization and its strategy of conditionality may sideline and overlook
more general diffusion effects deriving from other transnational and inter-
national actors and interactions. As a consequence, the studies of EU democ-
racy promotion may systematically overestimate the relevance of EU
incentives in the democratization process and, technically speaking, introduce
omitted variable bias into the analysis. Second, the empirical focus on
countries with a general membership perspective (and thus favourable
conditions of EU impact) introduces uncertainty as to whether the findings
also hold for non-candidate countries. It leaves the reader wondering how
variation in the size and credibility of EU conditionality might impact on its
effectiveness.

In our article, we address these potential sources of bias and uncertainty.
First, we capture core variables regarding structural, socioeconomic accounts
of democratization, as well as several proxies for diffuse international and
transnational influences beyond the specific incentives of the EU. Second, we
include 36 countries of the ‘European neighbourhood” and thus almost all
ex-communist and Mediterranean countries from the late 1980s to the begin-
ning of the 21st century. Finally, in order to deal with this expanded data set,
we move from qualitative, comparative analysis to panel regression. The goal
of this expanded analysis is, primarily, to put the state of the art in the study
of EU democracy promotion to a demanding test and, secondly, to see what
we can learn from the analysis of the past for the prospects of EU democracy
promotion after enlargement.

The study shows that EU accession conditionality proves to be a strong
and significant factor in the democratization of the European neighbourhood
— even if the entire region is taken into account and if core alternative
explanations are controlled for. Yet the effects become weaker and inconsistent
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if the EU offers less than membership or association that might lead to
accession in the future. We organize this article as follows. The next section
presents political conditionality, economic development and transnational
exchange as alternative and complementary mechanisms of democratization.
We then describe the design of the study and discuss the results of the
analysis, including a series of alternative estimations and model specifications
to check their robustness. Finally, we present our conclusions.

Mechanisms of democratization: Political conditionality,
economic development and transnational exchange

In this section, we present three different mechanisms of democratization,
which are potentially influential in the EU’s European neighbourhood. We
start with political conditionality, the main mechanism under study here,
before presenting two alternative mechanisms: economic development and
transnational exchange. At the end of the section, we discuss potential causal
connections between these mechanisms.

Political conditionality

In using political conditionality, the EU sets the adoption of democratic rules
and practices as conditions that the target countries have to fulfil in order to
receive rewards such as financial assistance, some kind of institutional associ-
ation or — ultimately — membership. EU conditionality is mainly positive, that
is, the EU offers and withholds carrots but does not carry a big stick (Smith,
2001; Youngs, 2001: 192). Countries that fail to meet the criteria are simply
denied assistance, association or membership and left behind in the compe-
tition for EU funds and the ‘regatta’ for accession. The EU generally does not
inflict extra punishment (in addition to withholding the conditional reward)
on non-compliant governments. Nor does it give extra support to those that
fail to meet the conditions. Rather, it regularly exhorts the target governments
that it is their own responsibility to create the conditions to be rewarded. The
most general political conditionality hypothesis can be stated as follows: The
level of democracy in the neighbouring countries of the EU increases with the size
and the credibility of the EU’s conditional incentives.

In general, adopting liberal political norms (such as human rights, demo-
cratic elections, open contestation for office and the rule of law) constitutes a
loss in autonomy for the target governments. These political costs need to be
balanced in kind by tangible incentives such as military protection or
economic assistance to improve the security and the welfare of the state. In

o



01 089085 Schimmelfennig 27/2/08 10:31 am %ge 191

Schimmelfennig and Scholtz EU Democracy Promotion in the European Neighbourhood 191

addition, effectiveness will increase with the size of the incentives. Accord-
ingly, the promise of enlargement should be more powerful than the promise
of association or assistance, and the impact of the EU on candidates for
membership should be stronger than that on outside states, which are not
considered potential EU members. Only the highest international rewards —
those associated with EU membership — can be expected to balance substan-
tial domestic power costs.

Finally, conditionality needs to be credible, with regard to both the EU’s
threat to withhold the rewards in case of non-compliance and, conversely,
the EU’s promise to deliver the reward in case of compliance. In general, the
credibility of the threat has always been present in the relations between
the EU and its neighbourhood. Interdependence is highly asymmetrical in
favour of the EU. Whereas the neighbouring countries are of only marginal
importance to the EU economy, they are often heavily dependent on the
EU market and will benefit much more strongly from their association and
accession than the EU member states (Moravcsik and Vachudova, 2005: 201).

On the other hand, however, the EU must be able and willing to pay the
rewards. The higher the costs of the rewards to the EU are, the more doubtful
their eventual payment to the target countries will be. On the basis of this
reasoning, assistance and association have generally been more credible
rewards than accession because the commitment on the part of the EU is low.
By contrast, Eastern enlargement involves substantial costs to the organiz-
ation, which — although far from being prohibitive — are likely to exceed the
marginal benefits to most member states (Schimmelfennig, 2003: 52—-66).

Indeed, it took several years to overcome the reticence and opposition of
a majority of member governments and to commit the EU firmly to enlarge-
ment. It was not until 1993 that the EU made a general decision to accept new
members from the transition countries, and it was not until 1997 that the EU
opened accession negotiations with the democratically most consolidated
states among them. These decisions greatly strengthened the credibility of
both the promise to enlarge and the threat to exclude reform laggards — and
the impact of political conditionality on those countries that were not allowed
to participate in the first round of negotiations. In sum, we claim that the
impact of the EU on democratization in the neighbouring countries will be a
function of the size and credibility of the rewards the EU offers in return for
increased democratization.

Economic development

According to modernization theory, democracy is a function of the level of
social and economic development of a country. In his pioneering work,
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Seymour Martin Lipset studied the social conditions or ‘requisites’ that
support democracy and identified ‘economic development’ —broadly under-
stood as a syndrome of wealth, industrialization, urbanization and education
— as the most important one. Economic development goes together with
better education, less poverty, the creation of a large middle class and a
competent civil service. It thereby mitigates the class struggle and promotes
cross-cutting cleavages. In addition, it nurtures a belief in tolerance and
gradualism and reduces commitment to extremist ideologies. In sum: “The
more well-to-do a nation, the greater the chances that it will sustain democ-
racy’ (Lipset, 1960: 31).

The relationship between economic well-being and democracy has been
tested on the basis of various indicators and methods and in comparison with
many alternative factors, and has proven highly robust (Diamond, 1992;
Lipset, 1994). More recent analyses have sought to disentangle the correlation
between economic development and democracy — whether economic
development brings about and/or rather sustains and consolidates democ-
racy (see Przeworski et al., 2000 vs. Boix and Stokes, 2003) — and the causal
mechanisms linking the two (see e.g. Acemoglu and Robinson, 2006). But they
leave Lipset’s main correlation intact (see e.g. Boix, 2003; Inglehart and Welzel,
2005; Epstein et al., 2006). As a mechanism that emphasizes domestic, societal
and bottom-up factors of democratization, economic development provides
the starkest contrast to political conditionality, an international, political and
top-down mechanism. We thus hypothesize that the level of democracy in a
country increases with the level of economic development.

Transnational exchange

Even if one accepts that democratization does not depend only on domestic
conditions but is also conditional on international factors, one may still doubt
that intergovernmental organizations and their political conditionality are the
most relevant factors. Democracy-promoting influences may also stem from
transnational relations, that is, cross-border interactions and exchanges in
which at least one actor is non-governmental. Just as in economic develop-
ment, democracy promotion is predominantly societal and bottom-up but, at
the same time, international rather than domestic (Levitsky and Way, 2005).
Channels and instruments of transnational exchange can be highly diverse.
They comprise economic exchanges such as trade and investment; personal
interactions through various means of communication, tourism and academic
exchanges; and cultural and informational influences via the media, churches
or cultural performances.
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The effects of these interactions and exchanges on democratization are
diverse as well. Some of them are direct and short term in the sense that they
have an immediate impact on the political struggle between pro- and anti-
democratic forces in the country. Newspapers and broadcasts from abroad and
external financial and technical support for the opponents are examples. Inter-
national demonstration effects generated by successful democratic transitions
in another country may encourage the democratic opposition and counter-
elites to push for democratization. Other effects, however, work indirectly and
in the longer term. The intensification of trade, for instance, may make society
more affluent and induce societal groups to demand civil liberties and politi-
cal rights. It also brings people from established democracies in contact with
people from non-democratic countries, thus facilitating the spread of ideas and
a change of attitudes. The same can be expected from non-economic inter-
actions, such as cultural and academic exchanges increasing the level of
education as a social requisite of democracy or constituting a channel for
transmitting beliefs and desires that favour democratization. As a general
hypothesis subsuming the various channels, instruments and effects of trans-
national exchange, we propose that the level of democracy in a country increases
with the intensity of the transnational linkages that it entertains with democratic
countries in its international environment.

Causal interactions

Theoretically, we can think of several ways in which these mechanisms influ-
ence democratization in the European neighbourhood. To some extent, we
assume they work independently of each other. In this perspective, and under
the conditions specified for each mechanism, political conditionality, economic
development and transnational exchange each contribute their share to overall
progress in democracy. In addition, however, it seems plausible that political
conditionality interacts in two ways: with economic development as well as
with transnational exchange.

First, political conditionality may have a causal impact on both economic
development and transnational exchange. Certainly, conditional EU assist-
ance, cooperation and market access are likely to contribute to the wealth of
non-member countries and to the intensity of transnational exchanges and
thereby strengthen these alternative mechanisms of democratization. For two
reasons, however, we do not think that this causal interaction poses a serious
problem for our study. On the one hand, conditionality contributes signifi-
cantly to economic development and linkage only after political conditions
have been fulfilled. That is, target countries have to reach certain levels of
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democracy before assistance, cooperation and market access are granted or
enhanced. Thus, for each level of incentives offered, conditionality will have
an impact on democracy ahead of having an impact on either economic
development or transnational exchange. Therefore, the effects of con-
ditionality can be largely separated from those of the other mechanisms, and
problems of endogeneity should not loom large. On the other hand, the
remaining causal interactions (and endogeneity) would lead the analysis to
understate rather than overstate the independent effects of conditionality that
we seek to establish.

Second, economic development and transnational exchange may have a
causal impact on both conditionality and democracy. One may assume that
high economic development and intense transnational interactions will lead
the EU to offer high incentives to the target countries of democracy promotion.
This would reduce the relationship between political conditionality and
democracy to a (partially) spurious one. It is exactly for this reason that we
include economic development and transnational exchange in our empirical
model.!

Finally, one may suspect reverse causality. Accordingly, countries that
have first made democratic progress would then prompt the EU to offer them
association or membership, whereas we assume that the offer of association
or membership triggers democratic progress. It is certainly true that, in the
frontrunners of democratization in the region (such as Hungary and Poland),
significant steps toward democracy had been taken before the EU offered
association or membership. In most cases, however, the EU has offered associ-
ation and membership to countries that had not reached high levels of democ-
racy yet, and it offers certain incentives to entire groups of countries and
sub-regions regardless of the state of democracy in individual countries. In
particular, the Balkans (first Bulgaria and Romania, then the ‘Western
Balkans’) were granted an association and membership perspective when
they still had serious democratic deficits, and the Barcelona Process offered
the Mediterranean countries association regardless of their systems of rule,
which vary from democracy in Israel to autocracy in Syria.2

Design

The study covers 36 countries of the EU’s neighbourhood from 1988 — just
before the start of the ‘fourth wave” of democratization in Eastern Europe.
The countries comprise the ex-communist countries of Central and Eastern
Europe as well as the EU’s Mediterranean neighbours in Northern Africa and
the Middle East (see Web Appendix A). Our observations relate to countries
according to the political boundaries of 2002. To avoid sample-biased results
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in the comparison of different mechanisms, we strove to obtain a rectangu-
lar data set. We describe newly independent states with the values of the
faded superstructure. Because of severe data problems, however, we dropped
Libya as well as the Palestinian Authority (West Bank and Gaza) from the
analysis.

The dependent variable ‘democracy’ is measured by the Political Rights
rating of Freedom House (2005). To obtain interpretable results, data are
reversed to a scale from 0 (no democracy) to 6 (full democracy). Data are
available from 1988 for all countries that were independent by then, from 1990
for Czech Republic and Slovenia, from 1991 for (almost all of) the other
successor states of the Soviet Union, Yugoslavia and Czechoslovakia. In some
countries (Bulgaria, Algeria, Syria, Tunisia, Turkey), ‘turmoil” is reported for
1990, and we therefore imputed the value for 1989. To test for the robustness
of our findings, one set of estimates uses the Civil Liberties (Model 10) rather
than the Political Rights score by Freedom House, and another set of esti-
mates excludes from the analysis all those countries in which democra-
tization was already far advanced or consolidated (Model 11). These are
countries rated as ‘free’ by Freedom House (democracy values of 5 and 6
according to our scale) for a given year.

See Figure 1 for our index of political conditionality. The size and credibility
of incentives refer to the time during which they were offered to the target
countries as the highest available incentives in principle — not when associ-
ation or accession negotiations started (see Web Appendix B for the distri-
bution of country/years across these categories). They remain valid even after
the target countries have been granted association or membership because
treaties with third countries can be suspended, and members can be deprived
of their voting rights, when they violate fundamental democratic norms.

In 1988, the starting year of our analysis, the East European countries were
generally without any tangible incentives provided by the EU (0). Before the
launch of the Barcelona Process in 1995, EU relations with the Mediterranean
countries were conducted under Cooperation Agreements with minor tangible
incentives and no political conditionality (incentives/credibility = 1/0). Since
the early 1990s, political conditionality has been a general feature of the EU’s
external agreements; but they still differed with regard to the credibility of the
threats and promises attached to them.

The Partnership and Cooperation Agreements (PCA) offered to all
countries of the former Soviet Union combine minor incentives with a
low credibility of the threat to withhold them in the case of political non-
compliance (‘1/1’).®> Minor incentives combined with high credibility
characterized EU relations with Central and East European countries
(CEECs) to the west of the former Soviet Union before the EU offered them
‘Europe Agreements’ of association (‘1/2’). Once they had the chance to sign
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0

Credibility of incentives

1

2

0 No tangible incentives: Relations with Central and Eastern Europe before 1989

1 | Partnership (minor
economic and
financial incentives)
without political
conditionality:
Relations with
Mediterranean
countries before
1995

Conditional partnership with
low credibility of threats and/or
promises:
Partnership and Cooperation
Agreements with post-Soviet
states

Conditional partnership
with high credibility of
threats and/or promises:
Trade and Cooperation
Agreements with Central
European and Balkan
countries

2 Association
(including market
access and financial
assistance) without
political
conditionality

Size of incentives

Conditional association with
low credibility of threats and/or
promises:
Euro-Mediterranean

Association Agreements

Conditional association with
high credibility of threats
and/or promises:
Europe Agreements,
Stabilization and
Association Agreements

3 Membership
without political
conditionality

Conditional membership with
low credibility of promise:

General enlargement promise
without candidate status

Conditional membership

with high credibility of
promise:

Enlargement candidacy,

opening of accession
negotiations

Figure 1 Incentives in EU political conditionality.

Europe Agreements, the size of incentives increased (2/2’). Not only were
these association agreements linked to rather strict political conditionality
(credibility of the threat), they also raised expectations of eventual member-
ship (credibility of the promise). By contrast, the Euro-Mediterranean Associ-
ation Agreements offered similar incentives without the same strict political
conditionality and without the same membership perspective (2/1’). They
are therefore classified as low-credibility association.

From 1993, the EU granted the CEECs a general membership perspec-
tive, which, however, was not credible for all CEECs at the beginning (‘3/1’).
Credibility had been high for the Central European countries from 1993; it
became high for the Baltic countries as well as Bulgaria and Romania in 1997
and for Turkey after the Helsinki Council of 1999 (‘3/2’). In 1999, the Western
Balkans also obtained a general accession perspective (‘3/1’), which became
more credible only with the decisions of the Thessaloniki European Council
of 2003. We use the ‘0" category for size (no tangible incentives) as the
reference category against which we evaluate the effects of the other combi-
nations in the data set (1/0,1/1,1/2,2/1,2/2,3/1, and 3/2).
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The indicator most often used for economic development is income,
measured as gross domestic product per capita (GDP p.c.). For the analysis,
we use GDP p.c. on a purchasing-power-parity base, in logs (to base 10). We
computed a purchasing-power-corrected series in 1995 international US$
from data on constant (kd) and current (cd) US$ total GDPs given in the World
Development Indicators (World Bank, 2005). Data are available from 1988
onwards for Bulgaria, Cyprus, Algeria, Egypt, Georgia, Hungary, Israel,
Jordan, Latvia, Morocco, Slovakia, Syria, Tunisia and Turkey. For other
countries, we had to fill in the gaps. As a general rule, we assume that
purchasing power parities remained about the same during the pre-transition
period. That allows us to recalculate PPP series with market-price growth
data. Regarding the former Soviet Union, these are given for Georgia, Latvia,
Estonia and the Russian Federation and we calculate a weighted average;
regarding Czech Republic, we use growth rates given for the Slovak Republic.
For Poland 1988-90, we use growth rates given for Hungary.

Some authors (e.g. Diamond, 1992) propose using other indicators such
as the Human Development Index or the Physical Quality of Life Index, which
produce better results than GDP per capita because they capture levels of
absolute poverty and human deprivation. The data for these alternative
indicators, however, are not available for all countries of this study for the
entire period of time. As an alternative, we use life expectancy at birth (World
Bank, 2005) as a second variable for economic development.

The measurement of transnational exchanges presented us with more
difficulties because data availability for such interactions as visits, communi-
cation or academic exchanges proved extremely limited given the extensive
empirical scope of our study. Except for trade, we therefore turn to proxies
based on the assumption that the intensity of exchanges increases with
geographical proximity.

For trade exchanges, we use each country’s trade with the EU based on
Feenstra (2000). The time range is from 1985 to 1997, and ‘EU trade’ is oper-
ationalized as the share of the sum of exports to and imports from the EU15
to the total sum of exports and imports. Feenstra covers all countries, except
in their pre-1990 boundaries. We take predecessor states’ values as proxies
for their successor states” values in all cases (Czechoslovakia, Yugoslavia and
the Soviet Union). We assume all countries keep (in 1998 and later) those
values they had obtained in 1996/97 (the average of these two years). For the
EU as a trade power, trade is likely to be a particularly important source of
transnational influence.

For geographical proximity to democratic countries, we use three measures.
First, we distinguish direct land neighbours of the EU from those that are
separated from the EU by the sea or by other countries (the reference
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category). Second, we used the gravity model to analyse the attraction of
people, ideas and commodities between the EU and its neighbouring
countries. Gravity is calculated here as the product of the EU population and
the population of the target country divided by the squared distance between
Brussels and the capital of the target country. By including gravity,
geographical proximity to and trade with the EU, we control for general
effects emanating from international interactions with the EU and its member
states as opposed to the EU’s political conditionality in particular. Third,
inspired by Gleditsch and Ward (2006), we calculate a democratic-neighbours
ratio for each country and year under observation. We divide the number of
democratic neighbours of a country by the number of total (land) neighbours.
In line with the hypothesis on the intensity of transnational exchanges
with democratic countries, we assume that the frequency and consistency
of democracy-promoting transnational interactions increases with the
democratic-neighbours ratio.

By contrast, we decided against taking into account other specific influ-
ences emanating from nation-states or international organizations. Existing
studies of EU democracy promotion in the candidate countries that compare
EU impact with the impact of other international organizations or the
United States as a major international promoter of democracy (Kelley, 2004;
Schimmelfennig and Sedelmeier, 2005; Schimmelfennig et al., 2006) reveal
three major findings. First, the Western nation-states have generally delegated
the task of democracy promotion to the regional organizations and worked
through these organizations rather than through bilateral programmes. The
democracy promotion efforts of regional organizations clearly outweigh
national efforts. Second, those international organizations that do not offer
tangible material or political incentives to the states of the region (such as the
Council of Europe or the Organization for Security and Co-operation in
Europe) have not been effective in promoting democratic change against
domestic obstacles. Third, EU and NATO conditionality have been working
in parallel, using the same conditions and incentives. Thus, their effects are
often difficult to disentangle. However, NATO conditionality has generally
been less strict than — and often followed the lead of — EU conditionality. For
most candidates for EU and NATO membership, economic concerns have
been more important than security concerns. For these reasons, we assume
that EU political conditionality has outweighed the influence of other inter-
national organizations on democratization in the European Neighbourhood.
We therefore do not explicitly control for the impact of other international
organizations.

We do control, however, for time dependency by including a variable
measuring the year of observation and for regional dependency by including a
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dummy for the Mediterranean countries of Northern Africa and the Middle
East (Algeria, Egypt, Jordan, Lebanon, Morocco, Syria, Tunisia and Turkey).
These countries are assumed to differ in the conditions of democratization
from the East European countries for cultural reasons: Muslim countries have
been particularly resistant to the waves of democratization that have rolled
through the international system (e.g. Huntington, 1991; Lewis, 1996). We
therefore expect a negative effect of Muslim culture on democratization.*

Influences promoting democracy take some time to come into effect.
Change is most likely to take place as a result of elections leading to the defeat
of less democratic incumbents or, in the case of election fraud, to popular
unrest causing the downfall of the old regime. In accordance with the
standard four-year electoral rhythm, we expect empirical relations to be
highest when using a time lag of four years. That is, we correlate the indepen-
dent variables for one year (and country) with the democracy measure four
years later. This in effect restricts our period of analysis to 1988—2000 for the
independent variables. Again, in order to check the robustness of our
findings, we tried other lags as well.

We do a random effects ordered probit estimation to account both for the
ordinal structure of the democracy measurement and for the panel structure
of the data, using Stata’s GLLAMM module (Rabe-Hesketh and Skrondal, 2005).
In this estimation, the country variable is used as a unit identifier in a multi-
level probit regression. The ordered probit estimation accounts correctly for
the Likert-like nature of Freedom House’s democracy data, which are both
stepwise and censored.’

Results

Table 1 reports the regression results for our standard analysis, which uses
the level of political rights as the dependent variable and a four-year lag for
all countries. What we would ideally like to see is a set of coefficients for the
conditionality dummies that are highly significant and positive, and increase
from lower to higher sizes of incentives and credibility. The first estimation
(1) focuses on our main explanatory variable, the size and credibility of EU
incentives. In contrast to weak incentives (‘0" to ‘2/1’), from highly credible
association ("2/2’) upwards the effect of conditionality is significant, strong
and consistent.

Model (2) includes the economic development and transnational
exchange controls. Far from reducing the strength and significance of politi-
cal conditionality, adding the control variables rather improves the perform-
ance of incentives and credibility. In particular, controlling for the specific
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obstacles to democratization in Muslim countries seems to turn the negative
signs of the coefficients for lower levels of conditionality positive. Yet the
effects of conditionality below the threshold of association remain incon-
sistent and insignificant. The variables for the alternative mechanisms of
democratization produce mixed results. As to economic development, wealth
is surprisingly insignificant, whereas life expectancy has a highly significant
positive impact.

Regarding transnational exchange, the two proxies (proximity to the EU
and democratic neighbourhood) are significantly and positively correlated
with the level of political rights. EU trade share, however, has the wrong sign.
Models (3) and (4) use different specifications of the exchange proxies. In
Model (3) we use gravity toward the EU, which turns the signs for proximity
and democratic neighbourhood negative when estimated together. The results
are structurally similar to Model (2) but gravity is more highly significant than
either proximity to the EU or a democratic neighbourhood. Model (4) uses a
common factor of proximity, democratic neighbourhood and gravity derived
from factor analysis. In sum, in whatever way we specify them, the geographi-
cal proxies for transnational exchange prove robustly significant and positively
correlated with the level of democracy in neighbouring countries. This seems
to indicate that general and diffuse cross-border exchanges do indeed matter.

Finally, Model (5) differentiates the trade flows according to imports
and exports.® It shows that exporting to and importing from the EU have
dramatically different effects that are concealed by the overall trade share.
Whereas the level of democracy increases significantly with the import share,
it decreases with rising export shares. We interpret the import share level as
a measure of social linkage via consumption, whereas the export share (which
reflects mainly the importance of a country’s energy exports for the EU) is
related to some degree with economic independence from EU political influ-
ence. Distinguishing the direction of the trade flows renders the factor
‘Muslim country” as well as the effects of unconditional partnership insignifi-
cant but confirms the relevance of higher incentives levels, the geographical
proxies for transnational exchange and the economic development variables.

Given the nature of the ordered probit model, it is not an easy task to
quantify the impact of EU conditionality in a comparative static manner. A
simple interpretation of the unstandardized regression coefficients is not
possible, because the absolute size of the coefficients is not intuitively defined
and the different effects of the constant on the different steps — the cut points
— do not nicely (or even constantly) sum up. In Model (2), for instance, they
add up to 9.2 rather than 6.0, which would be the difference between
completely non-democratic and fully democratic countries according the
Freedom House scale.
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However, we can relate the effects to the differences between the
constant terms for the respective scale steps, i.e. the ‘cut points’ in the GLLAMM
estimation. For all our GLLAMM results, the cut point differences are much
larger for the two extreme steps than for the three intermediate steps. In
Model (2), they are 1.4, 1.8 and 1.1 in the centre and 4.6 and 4.2 at the
extremes.” This indicates a centrifugal tendency in which the effect of the
independent variables is about three times as large for ‘partly free’ countries
as for ‘not free’ or (already) ‘free’ countries. In our main Model (2), a change
in the EU incentives from low to high credibility membership for a partly
free country would result in an increase of about 0.9 steps on the Freedom
House scale. The difference between partly free countries with a credible
membership perspective and those without any EU incentive is more than
two scale points, after controls have been taken into account. This is a
remarkable improvement in levels of democracy for those countries that are
neither fully autocratic nor fully democratic. In our linear Models (6) to (8),
the size of the coefficients (which can be interpreted intuitively) is in the
same range, but the difference between the highly credible and the less
credible membership perspective almost disappears because the credible
membership perspective mostly applies to already free countries (see
Table 2).

Another reason for including estimations (6) to (8) is to use them as a test
for the robustness of the results against changes in estimation method. Esti-
mation (6) uses a random-effects model that assumes the between-country
effects to be distributed following the same distribution as the within-country
effects. By contrast, estimation (7) uses a fixed-effects model that studies only
the within-country effects, i.e. the changes over time, leaving between-
country (i.e. cross-national comparative) effects out of study. Here, no
coefficient for the effect of Muslim culture can be computed, since this variable
is stable over time. Low intertemporal variation is also likely to be the reason
why the proximity coefficient turns negative in this estimation. The 1995
enlargement of the EU (including Austria and Finland) brought the EU closer
to a large number of non-democratic countries in the Balkans and in the
former Soviet Union. All in all, both alternative estimations produce less
satisfying results than the random-effects ordered probit model, but the
results for political conditionality offering a membership perspective remain
positive and highly significant.

How substantive are the conditionality effects? As stated above, the co-
efficients of the random-effects ordered probit estimation are difficult to
interpret and appear to be inflated. Estimation (8) therefore uses a simple
ordinary least squares estimation. Its coefficients are most easily interpreted
and show that countries that are offered an EU membership perspective
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are on average more than three points above those without tangible EU
incentives (on the seven-point Freedom House political rights scale). This
represents a qualitative leap from a non-democratic to a democratic country.

Finally, one may ask how much the results may be driven by the fact that
EU conditionality may itself be a result of the variables we controlled for. To
test this ‘collinearity hypothesis’, we replaced each conditionality dummy
with the residual (i.e. the error term) of a linear regression of this dummy on
the six control variables of Model (2). Estimation (9) shows that all seven
dummy regressions are highly significant: the mean absolute t-statistic of each
control variable for the seven dummy regressions is above 2.6. This indicates
that EU conditionality is indeed strongly tied to a country’s situation. Never-
theless, although estimation (8) increases the effect of the control variables
considerably (among these, again, the counterintuitive negative effect of EU
trade share), it leaves the coefficients of the conditionality variables almost
unchanged.

To further test the robustness of these results, we apply several changes
to the specification of our basic model (Model 2). Model (10) in Table 3
increases the time lag from four to five years. This reduces the significance of
the conditionality values, but the signs remain correct and accession con-
ditionality still remains statistically significant.

Model (11) changes the dependent variable from Political Rights to Civil
Liberties, thus covering a different dimension of liberal democracy, which is
also annually assessed by Freedom House. This reduces the significance of
conditionality further; only highly credible accession conditionality retains a
significant impact (the signs remain correct, however). Most of the other vari-
ables lose their statistical significance as well — only the economic develop-
ment measures and the Muslim country dummy remain robustly significant
across the different alternative model specifications. Model (12) shows that
the results do not change substantially when the analysis is limited to non-
democratic target countries. Whereas high-incentive conditionality and
economic development remain highly significant, the transnational exchange
variables prove insignificant or have the wrong sign. Finally, estimation (13)
presents the estimations for the change or first differences model. Only the
change to membership incentives is significant according to this model (as is
a change in the EU trade share). This poor result may be due to the fact that
variance in the conditionality changes is rather limited. Therefore we apply
a measure that empirically condenses the effects of conditionality changes
(using the empirical weights of Model (9)) and arrive at the result that, taken
altogether, EU conditionality has a strongly significant effect even when
analysing changes in democratic performance (estimation 14).
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To give an overview of how robustly significant the different combinations
of the size and credibility of EU incentives proved across different estimation
methods and model specifications, Figure 2 provides box plots of the z- or
t-statistics for each of the six conditionality dummies over the 13 models esti-
mated. The box plots clearly reveal that the offer of membership is the only
reliable EU incentive for promoting democracy in the European neighbour-
hood; none of the incentives short of a credible association perspective has
been sulfficiently significant to be counted upon as an effective instrument of
democracy promotion. Credible association conditionality is a borderline case.

Conclusions

Is EU democracy promotion in its neighbourhood relevant and effective — and
if so, under what conditions? This study started from core findings established
by recent comparative analyses of EU democracy promotion in the CEECs:
that the EU has successfully promoted democracy in its neighbourhood; that
it owes its success to the use of political conditionality; and that the effective-
ness of political conditionality depends on a credible membership perspective
for the target countries. It has been the main purpose of this study to put these
findings to a demanding test, first by controlling for economic development
and transnational exchanges as alternative mechanisms of democratization
and second by increasing the number of observations to a large number (36)
of target countries in the European neighbourhood and across a long time
period (13 years). In addition, the study was motivated by the question of how
effective EU democracy promotion would remain after the completion of the
Fifth Enlargement.

We conclude from our analysis that the political conditionality hypoth-
esis has passed the test but needs to be qualified. Only EU political accession
conditionality has met the theoretical expectations. Across a variety of model
specifications and estimations, and with plausible alternative factors of
democratization controlled for, it has proven to be a robustly significant,
strong and positive correlate of democratization in the European neighbour-
hood. Even when the membership incentives lacked credibility, i.e. when the
membership promise was uncertain and accession was distant, the impact of
EU political conditionality was statistically strong and robust (albeit less so
than in the case of a highly credible membership perspective). Not any kind
of conditionality works, however. Short of a membership perspective, associ-
ation and partnership conditionality did not perform consistently better
than no or weak conditionality — credible association conditionality being a
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borderline case. In addition, we did not find the hypothesized linear relation-
ship between the size and credibility of incentives and democracy below the
level of credible association conditionality.

The alternative mechanisms of democratization were included in the
analysis as controls rather than as test variables in their own right. The results
should therefore not be interpreted as substantive findings on the causal
relevance of economic development or transnational exchange. In view of the
overwhelming empirical evidence in support of wealth (GDP per capita) as
a factor of democratization, however, its statistical performance in our
analysis was less than impressive. By contrast, life expectancy proved highly
robust. This might indicate that, rather than pure income, quality of life more
broadly defined may be more relevant in the region. The geographical proxies
for the intensity of transnational transactions performed reasonably well
overall. The highly varied kinds and impacts of transnational exchange that
are covered by these proxies would need to be disentangled and analysed
separately, however, in future research. The same is true for trade, which
failed completely as an explanatory variable when aggregated but showed
interesting and strong effects when imports and exports were distinguished.

Our final conclusions pertain to policy and the prospects of EU political
conditionality. Although the European Neighbourhood Policy, which became
operative only in 2005, and general developments since the completion of the
Fifth Enlargement have not been a subject of the analysis, the findings may
be extrapolated with some caution. According to our typology, the ENP
would generally be classified as a low-credibility association policy because
it explicitly excludes a membership perspective for the ENP countries and
does not set high political standards for participation. It would thus not differ
qualitatively from the European Mediterranean Policy (EMP). If the EMP
experience and our analysis have any predictive value, the ENP will have at
best uncertain and inconsistent effects as a policy of democracy promotion
(Kelley, 2006; Maier and Schimmelfennig, 2008; see also Tovias and Ugur,
2004, for similar findings on economic policy reform in the Mediterranean
countries).

The counterfactual conclusions that could be drawn from this analysis
require even more caution. On the one hand, our findings seem to suggest
that the EU could have a stronger impact on democratic change in its
neighbourhood if it offered more neighbouring countries a membership
perspective and even if it only made the political conditionality component
of the ENP more credible without offering membership. On the other hand,
the EU might be well advised to give up any political conditionality below
the level of credible association conditionality, because it does not seem to
have any systematic impact — other than undermining the credibility of the
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EU’s political conditionality and complicating negotiations and cooperation
with the neighbouring countries.

Notes

We thank our project collaborators Tina Freyburg, Thomas Jensen, Sandra Lavenex,
Tatiana Skripka, and Anne Wetzel for their input to this paper. We also owe thanks
to the participants of the European Politics group and the NCCR research col-
loquia in Zurich as well as to audiences at the ISA 2007 convention in Chicago,
the 2007 EUSA Convention in Montreal, and Trinity College, Dublin. Special thanks
to Robin Hertz, Judith Kelley and Thomas Pliimper for valuable comments on
previous versions of the paper, and to Martina Brandt and Christian Deindl for
their help in handling and communicating the deeper complexities of Stata’s
GLLAMM procedure. Finally, the current version has benefited from excellent
comments and suggestions of three anonymous reviewers.

1  To highlight this point, we add an implicit simultaneous equation estimation
in which conditionality is replaced by the residuals from its relation to
economic development and transnational exchange in order to clearly
separate conditionality from the other two mechanisms of democracy
promotion. See Model (9) below.

2 As a technical precaution against reverse causality, we also lagged the
dependent variable.

3  The exception is Belarus, where the EU has enforced conditionality more
strictly than elsewhere in the former Soviet Union.

4 Web Appendix C reports the bivariate correlations between the independent
variables employed. The highest intercorrelations (> .5) are not within the
variable blocs but between socioeconomic and diffusion variables on the one
hand and the conditionality dummies on the other. In particular, countries
with a low credibility for partnership with the EU are unlikely to have demo-
cratic neighbours, and countries with a hardly credible association perspec-
tive are likely to be Muslim. Therefore, it may be difficult to identify the
separate effects of these variables, and the relations between the correlated
variables may be unstable (Judge et al., 1988: 860). But none of the cor-
relations is a priori too high for joint introduction.

5 Note that the Brant test shows that the parallel regression assumption is not

met, that is, the strength of the influence of EU policy on the regimes of its

neighbourhood countries significantly deviates from being the same at every
democracy level. Since tests with the generalized ordered logit model (using

Stata’s gologit procedure) showed that the main results are robust with regard

to relaxing this assumption, we used GLLAMM's procedure to aggregate the

results nevertheless.

We thank one of the anonymous reviewers for alerting us to this point.

7  To explain further: the cut point difference between Freedom House values
7 and 6 (not free) is 4.16, the difference between 2 and 1 (free) is 4.63. If we
take the average between these two, 4.40, and divide it by the difference

[o)}
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between the unstandardized coefficients for the highly and weakly credible
EU membership perspective in Model (2), 1.25 (4.24 - 2.99), we get 0.28. The
change in credibility results in about a quarter step for countries at the ends
of the Freedom House scale. For the values 3, 4 and 5, which are labelled
‘partly free’ by Freedom House, the respective cut point differences are 1.41,
1.85 and 1.12, on average resulting in a value of 1.25/1.46 = 0.86. The change
in credibility for countries in the “partly free’ range of the scale results in
almost one democracy step. The cut point differences for the other GLLAMM
models are available from the authors; they result in rather similar effects.
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