
 

 

Transforming the Balkans: Security, Political Stability 

and Economic Development 

Monday, May 10, 2010 

B1 Conference Level – 8:30 a.m. to 4:00 p.m. 

 

The Center for Strategic and International Studies (CSIS) and the Hellenic Center 

for European Studies (EKEM) hosted a daylong conference on the Western Balkans 

on 10 May. Panel discussions focused on the security, political stability, and 

economic development of Southeastern Europe.  

 

Janusz Bugajski (CSIS) opened the conference by presenting the CSIS-EKEM 

Task Force, established to develop the U.S.-Greek partnership in working more 

effectively in the wider Balkan region. Despite its financial crisis, Greece would 

remain a major player in the region through investment and a point of contact with 

the EU and NATO. The core work of the CSIS-EKEM Task Force is publishing policy 

reports on specific themes, two of which have already been completed 

(transportation, unconventional threats). Reports on energy, EU and NATO 

accession, human security, economic development will be published in the coming 

weeks. 

 

Panel 1: Regional Politics 

 

Robert Benjamin (National Democratic Institute) outlined both stabilizing 

factors and challenges for the Balkan region.  (1) He noted that the threat of armed 

conflict has been reduced. (2) On the political level, cooperation between Zagreb 

and Belgrade has improved, especially in regard to Bosnia-Herzegovina. The 

FYROM-Macedonian and Montenegrin recognition of Kosovo was a stabilizing 

factor for the region.  (3) The region has a European and NATO perspective. (4) 

Regional conflict (Serbia-Kosovo, Greece-FYROM-Macedonia, and Bosnia-

Herzegovina) are not as threatening as they could be.  (5) Most importantly, 

according to public opinion polls, the people of the Balkans want to move on.  They 

are not interested in inter-ethnic divisions or territorial issues anymore; but instead, 

they are looking to the EU and NATO.   

 

As for the challenges, (1) the legacy of the 1990s in not gone and irredentist talk is 

still prevalent.  Politicians can and will continue to play the ethnicity card, a factor 

which makes elections and new leaders more important. (2) The threat of 



 

  

enlargement fatigue of the EU is looming over the Balkans.  There is a fear that 

Croatia will be the caboose of the EU train because there is a growing skepticism of 

the Balkans in the EU, especially after problems with Romania, Bulgaria, and 

Greece.  (3) Finally, domestic politics are a major challenge to the regions: weak 

political institutions, constitutional imbalances, civil society, and ethno-centrism.  

In the end, the U.S. and the EU are indispensible in the efforts to minimize 

instability in the Balkans.  Benjamin also suggested broadening the leadership in the 

Balkans as well as focus on the younger population who are naturally looking 

further outside the region than ever before. 

 

Nida Gelazis (Woodrow Wilson Center) explained that the cure for nationalism in 

the Balkans is to build stable international institutions. We are moving further away 

from the misconception that nationalism = violence. An increase in nationalist 

rhetoric does not equate with renewed violence.  There are no parallels to the 

military situation that occurred in Georgia and Russia; violence along those lines is 

very unlikely in the Balkans.  Gelazis believes that the Balkan history of violence acts 

as a deterrent for future violence.  For example, actors in the Kosovo situation are 

engaging international institutions in an attempt to find diplomatic solutions.  

Essentially, one is not ridding the country of nationalism, but instead, putting a cap 

on it.  Institutions like the ICTY are moving nationalism out of the realm of politics.  

The international community, however, is still squeamish when it comes to dealing 

with nationalism. The relationship of nationalism and violence is imbedded in the 

thought process of westerners and so the international community is still focused on 

finding quick-fix solutions.  The U.S. needs to be familiar with European norms as 

to help promote them in the Balkans and bring the region close to the EU.  

Nationalistic rhetoric is a tool of Balkan leaders to keep the status quo in order to 

hide their inability to rule. The real missing link is the civil society sector and the 

promotion of European norms. Above all, it is important for the international 

community to set an example by following democratic politics in the Balkans as 

well. 

 

Ioannis Armakolas (EKEM) stated that the many notable achievements in the 

Balkans are often overshadowed by the remaining challenges. The main 

constraining factors include: (1) the fact that the international community 

continually bypasses the sovereignty of the Balkan states.  (2) There is a lack of a 

common strategy of the international community in the Balkans.  (3) The 

international community puts too heavy of a focus on state-building in the region.  

The impact of institution building has proven unsustainable or ineffective without 

the scaffolding of the international community. Also, building institutions will not 

counter nationalism or ethnic divisions.  (4) The Europeanization effect is not as 



 

  

effective and is not having as grand of an impact as was expected.  There are a series 

of problems that boost instability in the Balkans, these include: Kosovo’s status 

debate, political competition and instability, institution building, the legacy of war, 

when the EU is in crisis the Balkan-EU paradigm is also in crisis, and finally, the 

impact of the Greek crisis on the Balkans.  Armakolas suggested a new direction for 

Europe that includes a united approach to the Balkans by international actors and 

putting an emphasis on dealing with reconciliation.  

 

John Sitilides (Trilogy Advisors LLC) discussed Greece’s capacity for increasing 

stability.  Greek investment in the Balkans is massive; Greece provides huge 

amounts of funding which provides for a significant increase in jobs.  Greece is the 

largest foreign investor in FYROM-Macedonia and Serbia. The Greek economic 

crisis, however, will undoubtedly impact Balkan developments and life in the region. 

Sitilides provided two concerns: (1) As long as George Papandreou is both the Prime 

Minister and Foreign Minister of Greece, there is little capital he can bring to 

Greece.  The crisis has harmed Greece’s reputation and a full time Foreign Minister 

is necessary for recovery.  (2) Seven Greek banks are facing constant downgrades 

until 2012.  There will undermine investment in the Balkans since Greek banks play 

a necessary role in the Balkan market.  Sitilides recommends a smart scale back of 

investments that focus on greater marginal return with minimal expenditures. 

 

Panel 2: Economic Priorities 

 

Charles Ries (RAND Corporation) talked about investment challenges and 

opportunities. He underlined the fact that the Western Balkans currently presented 

more challenges than opportunities as 2009 had been a very bad year for the region 

in economic terms, with an obvious drying up of Foreign Direct Investment (FDI). 

The freezing of the international credit markets have also shown how vulnerable the 

Western Balkan region is to economic and financial crises. Southeastern Europe is 

heavily dependent on foreign banks and on borrowing foreign currencies, especially 

the EUR. In that respect the 2008 EBRD agreement on the Vienna initiative, stating 

that foreign banks would not withdraw liquidity from the region for two years, was 

an important step taken considering that Serbia had already lost 20 percent of its 

deposits at the time.  

 

Reis asserted that Albania and FYROM-Macedonia had the best economic 

performance in 2009 as the economies are small and flexible and not fixed to the 

Euro. He underlined the fact that the International Monetary Fund (IMF) was 

heavily involved in the region with a EUR 3 billion program in Serbia, a EUR 1.5 



 

  

billion program in Bosnia-Herzegovina, a EUR 12.9 billion loan to Romania, and a 

EUR 30 billion bailout to Greece. Half of the region’s GDP is consequently under 

IMF stewardship. In macroeconomic terms, Greece is only significant for Albania 

and FYROM-Macedonia, while the other countries are linked to Athens through the 

banking sector. The biggest risk for the region would be that Greece ends its 

substantial commitment to the Western Balkans. Ries noted that Bosnia-

Herzegovina and Bulgaria’s currencies were fixed to the EUR while Croatia, Serbia 

and that of FYROM-Macedonia were only pegged to the EUR. There would be risk 

for the region in case of discontinuity of the exchange adjustment. In terms of 

opportunities, Croatia’s EU membership would send an important signal to the rest 

of the region. Ries advocated a real economic shift from non-tradable to exportable 

goods and underscored that it was a good time to construct a regional market. He 

encouraged the Western Balkan countries to restrain public spending and engage in 

structural reforms over property rights and combating corruption.  

 

Keith Smith (CSIS) addressed energy security in Southeastern Europe and 

asserted that the EU had not effectively reacted to the Russian gas crises and had 

not managed to develop a common energy strategy. He emphasized the need for 

more EU connectors and more diversified sources of energy. He also underlined the 

lack of solidarity in Brussels and blamed Germany, France, Italy and Austria for 

pursuing national agendas and restricting real dialogue. Smith stressed Gazprom’s 

huge investments in Eastern Europe and the lack of transparency. The Nord Stream 

project was being built for political reasons while South Stream was put on the table 

to kill the EU’s Nabucco project. The Balkans had been hit hard by the energy crisis 

in January 2009 and were moving quickly to find alternative sources. The Western 

Balkans continue to rely on old sources of energy, while most of the infrastructure 

was destroyed during the 1990s wars. Heavily dependent on coal the region 

experiences “energy poverty” with high energy losses, inefficient use, and poor 

energy regulations. Smith called for greater transparency in energy deals as they are 

currently open to corruption. He mentioned Gazprom’s deals in the region, most 

notably with Serbia and Croatia, thus slowing the introduction of diversified sources 

of energy. Smith advocated a regional energy coalition and called the Western 

Balkans to reach out to Hungary, Romania, and Bulgaria.  

 

Gerosimos Tsourapas (EKEM) gave a presentation on the development of 

regional transportation infrastructure. He underlined the fact that an efficient 

transport network is essential to economic development, political stability, and 

social reconciliation. The Yugoslav heritage means that the infrastructure is Serbia-

centered, with all capitals being linked to Belgrade but not to each other. Hoxha’s 

heritage also means that Albania is not linked to its neighbors and that links are also 



 

  

missing within Albania. The dissolution of Yugoslavia destroyed much of the 

existing networks and discontinued inter-republic trade. Tsourapas showed that 

airline traffic remained low and represented high investment cost, while railway 

traffic is at half the level it was before the wars. Most tracks were destroyed and the 

different countries remain unlinked to each other. The road network raises the 

problem of increasing traffic jams while it is fragmented because of the many 

borders. Tsourapas encouraged more airport cooperation, greater intermodality, 

and further international commitment to reconstruction. He criticized the fact that 

the Western Balkans were not part of the EU’s transport priorities and stated that 

the region should be placed higher on the agenda. 

 

Lunchtime Keynote Addresses: 

 

Vassilis Kaskarelis (Embassy of Greece) stated that he had adopted a new 

approach to the U.S.-Greek relationship following his appointment as Ambassador 

to the United States. He needed to attract more attention on a wide-range of issues, 

not only the 3 or 4 major ones and underlined the fact that Greece has supported 

U.S. policy toward the Balkans since the outset because the U.S. goal has always 

been to broaden security and stability in Europe. He emphasized the role of the U.S. 

government in pushing for the 1999 Stability Pact while Greece has been present in 

NATO missions and played an important role in the EU to motivate member states. 

He recalled the 2003 Greek agenda for the Balkans and called for the maintenance 

of EU interest in the region though the “agenda 2014” aimed at bringing all Western 

Balkan countries into the EU by that date. 

 

Stuart Jones (U.S. Department of State) thanked Ambassador Kaskarelis for 

having energized U.S.-Greek cooperation since his appointment. He stated that the 

U.S. Government considers the Western Balkans unfinished business and will help 

in further integration. He noted the significant progress had been made since the 

early 2000s and hoped that the EU will recommit to the region’s integration during 

the 2 June Sarajevo Summit. He noted that several bilateral disputes had impeded 

regional development. Jones identified Serbia as a strong EU candidate but held 

back by the question of Kosovo. He underlined the U.S. government’s commitment 

to Kosovo’s independence, which was irreversible. Jones recalled that Greece was 

involved in KFOR and invested in the country, thus showing the lead in having a 

practical approach toward Prishtina. He praised Greek Prime Minister George 

Papandreou for the central role he played in supporting the Serbian opposition to 

Slobodan Milosevic and stated he was in a good position to promote Serbia’s EU 

integration. Jones called the situation in Albania “corrosive” and said that Bosnia-

Herzegovina remained the biggest challenge. Basic constitutional steps must be 



 

  

taken before Sarajevo can achieve candidacy status. He thanked Greece for having 

invested USD 19 billion in the region and praised Papandreou for being engaged in 

finding a solution to the FYROM-Macedonia name dispute. 

 

Panel 3: Security and Integration 

 

Dimitris Xenakis (EKEM) presented the findings of the CSIS-EKEM Task Force’s 

second report on unconventional threats.  He spoke of how EU conditionality is 

aiding in the struggle against human trafficking, smuggling, and crime and 

corruption; but, these threats continue to undermine reform in the Western 

Balkans.  Other threats include the thriving drug trade, illicit trade of legal and 

stolen goods, illegal immigration, money-laundering, the arms trade, Islamic 

radicalism, and cyber warfare. Both the EU and the Balkan region have undertaken 

several initiatives which are aimed at confronting these threats, including 

FRONTEX, the SECI Center, 1999 Stability Pact for Southeast Europe, and the ICC.  

In the end, progress has been made but challenges still exist.  

 

Kiriakos Jerry Kalogiannis (U.S. Department of State) opened his remarks on 

the actions and influence of NATO in the Western Balkans by saying that all 

countries of the region should be in alliance.  Croatia and Albania are the two 

newest members as of April 2009 and Montenegro is well on its way after getting its 

MAP in 2009.  Montenegro still needs to reform its military before moving further 

along the road to membership.  Bosnia-Herzegovina joined the Partnership for 

Peace program in 2006 and was recently was granted a MAP. Nonetheless, 

challenges remained for the region: the FYROM-Macedonia name dispute continues 

to loom and keeps the country outside NATO and the EU; and the Serbia-Kosovo 

status conflict acts as a roadblock for Serbia toward NATO and the EU.  The U.S. 

supports Serbia’s eventual membership in NATO, but political public opinion about 

NATO in Serbia remains the real question.  The way ahead will become much 

clearer once NATO’s new strategic concept is unveiled and issues with Russia and 

energy security are more effectively managed.  

 

Heather Conley (CSIS) spoke on how the transition in the Balkan region is still 

incomplete.  Ever since 1999, the region has been in a transformation and parts of it 

demonstrate insufficient determination to reach their destination. There is an 

absence of an effective transatlantic strategy which primarily repeats overused 

rhetoric with little new content. Conley identified the “drivers of change” which she 

believed will push the region forward in its transformation process. These drivers 

include visa free travel, WTO accession for Bosnia-Herzegovina, EU candidacy 

status, the Lisbon Treaty, and strengthening Agenda 2014.  Conley reiterated that 



 

  

the U.S. and the EU need a new strategic vision for the region and the EU is the 

right institution to lead the Western Balkans to reform. 

 

Conclusions and Recommendations 

 

Janusz Bugajski concluded the conference with two points. (1) Greece’s 

interconnectedness with the Balkans will be harmed by the deep economic recession 

which will have a negative impact on the entire region.  (2) The U.S.-Greek 

relationship has developed over the years and will continue to do so and the two 

governments can and must work together in creative ways. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 


