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Introduction

All happy families are alike; each unhappy family is unhappy in its own way.
Leo Tolstoy, Anna Karenina

Why can some political parties freely reap private gains from the state
while others constrain such extraction? The proliferation of sovereign states
after the communist collapse in Eastern Europe and the Soviet Union in
1989–91 provides surprising answers that recast the relationship among
political parties, party competition, and the state. It demonstrates that the
degree to which governing parties can obtain private benefits from pub-
lic state assets is constrained by robust competition: opposition parties that
offer a clear, plausible, and critical governing alternative that threatens the
governing coalition with replacement. This prospect induces anxious gov-
ernments to moderate their behavior, create formal state institutions, and
share power – in short, to construct safeguards against the extraction of state
resources. Opposition can thus limit discretion – and inadvertently build the
state.

Such competition is critical in new democracies, as the development of
post-communist states shows. As democratic governing parties established
the institutions of market and democracy after the communist collapse,
they also opportunistically reconstructed the state: the set of formal insti-
tutions that implement policy and enforce legal sanctions.1 Democratic

1 These institutions comprise the formal rules and structures that administer citizen obliga-
tions (taxes, military service, and so on) and public provisions (infrastructure, rule of law,
welfare, defense, and so on). The political control of the state may change (as governments
do), but the state administrative apparatus endures as the executive framework. See Lawson,
Stephanie. 1993. “Conceptual Issues in the Comparative Study of Regime Change and
Democratization,” Comparative Politics, 25, 2 (January): 183–205.
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Rebuilding Leviathan

parties that earlier sought to eliminate authoritarian abuses of the state2

were all too happy to benefit themselves subsequently while rebuilding state
institutions, and to build in continued access to state resources. The result
was an exploitative reconstruction of state institutions, or simply put, state
exploitation: the direct extraction of state resources and the building of new
channels for such extraction. Across the post-communist countries, demo-
cratic parties shared the motives, means, and opportunities to exploit the
state. However, differences in political competition explain why democracy
alone could not stop state exploitation, and why some parties were more
constrained than others. Rebuilding the post-communist Leviathan – the
structures of the state – thus comprised both competition and exploitation.

Post-Communist Democratic Parties and the State

While the majority of post-communist states remained authoritarian (if
no longer communist),3 full-fledged parliamentary democracies arose in
Bulgaria, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland,
Slovakia, and Slovenia. They joined the “happy family” of democracies
with functioning free markets, pluralist party politics, and democratic par-
liaments. Yet even as these countries navigated the treacherous terrain of
economic and democratic transition, they also embarked on a path of recon-
structing state administration, institutions, and agencies. As important as
state development was to prove, however, few domestic political observers
or international organizations paid heed to this transformation, in contrast
to the close attention paid to economic and democratic transitions.

Away from the spotlight, democratic parties strove to ensure their
own survival – the long-term ability to contest elections and enter office.
Defying Tolstoy, political parties in post-communist democracies differed
a great deal from other democratic parties in their relationship to the state.
They did not use strategies of survival widely observed in earlier West Euro-
pean or Latin American democracies, such as the building of clientelist net-
works that exchange club goods for voter support or the “encapsulation”
of voters through extensive mass party organizations that build loyal con-
stituencies. Post-communist parties did make programmatic appeals – but

2 Many of the post-1989 democratic parties had initially arisen out of the opposition to the
communist regime.

3 Freedom House identifies fifteen of the twenty-seven states as either authoritarian or
“hybrid,” combining some democratic practices with undemocratic outcomes. Freedom
House. 2004. Nations in Transit, 2004. Washington: Freedom House.
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Introduction

did not rely on them to ensure their ability to contest elections in the long
term. Nor did they simply prey on the state, extracting as much as possible
without building new state institutions of public good provision. They also
explicitly rejected their communist predecessors’ strategy of eliminating
political competition and fusing the state with the ruling party.

Instead, post-communist democratic parties relied on opportunistic state
reconstruction, establishing longer-term access to state resources where
possible. Such reconstruction meant renovating outdated and porous
communist-era state institutions and creating the new legal and regulatory
frameworks for market and democratic competition. New institutions were
frequently established on the basis of existing communist state structures:
Civil service laws, for example, augmented existing labor codes. Governing
parties also built entirely new state institutions of public good provision:
creating new agencies and ministries, defining the domains of state over-
sight and regulation of markets, and enforcing new economic and political
rules. State rebuilding thus resembled bricolage: using both new institu-
tional bricks and materials leftover from the communist state structures.4

Where they could, political parties also exploited the state.5 Parties
politicized the privatization and distribution of state assets for their own
benefit and skimmed directly, as part of a larger system of an unregulated
and unrestricted party funding. They delayed or enfeebled formal state
institutions of oversight and regulation, and expanded the discretionary
(uncontrolled and unmonitored) sector of state administration (such as
extrabudgetary funds or state institutions removed from public oversight).
Most of these new institutions were established in the wake of economic
and political reforms. As a result, the ostensible building of democracies and
markets was inextricably linked to state exploitation and side benefits for
the political actors in charge. The prizes included public contracts, financial
transfers, and built-in channels that allowed future gains.6

The key constraint on such exploitation was robust party competition.
Where the opposition parties were clear and plausible governing alter-
natives and powerful critics, governing parties did not take advantage of

4 Grzymal�a-Busse, Anna, and Jones Luong, Pauline. 2002. “Reconceptualizing the Post-
Communist State,” Politics and Society, 30, 4 (December): 529–54.

5 Kopecký, Petr. 2006. “Political Parties and the State in Post-Communist Europe: The
Nature of the Symbiosis.” Journal of Communist Studies and Transition Politics, 22, 3 (Septem-
ber): 251–73.

6 Suleiman, Ezra N. 2003. Dismantling Democratic States. Princeton: Princeton University
Press, p. 245.
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Rebuilding Leviathan

the full opportunities for private gain in state reconstruction. Instead, they
gained less from privatization processes, rapidly built formal institutions
of monitoring and oversight, and controlled the growth of state adminis-
tration. Where the opposition was vague, implausible, and uncritical, gov-
erning parties more freely exploited the state, both by directly obtaining
resources and by building in enormous discretion to extract in the future.

We thus see distinct patterns of state exploitation across the consol-
idated post-communist democracies and free markets of Bulgaria, the
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia,
and Slovenia. There is pronounced variation across three key state domains
that fell under the direct control of governing coalitions: a) the creation of
formal state institutions of oversight and monitoring; b) the discretionary
(unmonitored and unregulated) expansion of state administration employ-
ment, such as the growth of extrabudgetary agencies and funds; and c)
the appropriation of privatization profits and unregulated public subsidies.
Public opinion polls and World Bank governance rankings reveal a simi-
lar pattern.7 A simple additive index summarizes the variation across these
three domains, shown in Table 1.1.

As Table 1.1 indicates, two clusters arose as early as 1993. In one, includ-
ing Bulgaria, the former Czechoslovakia, and Latvia, governing parties
extracted material gains, and deliberately delayed the introduction of over-
sight and regulation of state assets, with little effort to transform the state
into a more rational-bureaucratic organization.8 Accusations surfaced of
deliberate sabotage of state effectiveness and transparency.9 These same
parties expanded state administration employment through discretionary
hiring and the creation of numerous extrabudgetary funds and agencies.
They also skimmed profits from privatization revenues and deliberately

7 For example, public opinion polls reveal that parliaments were seen as corrupt by 58 percent
of the respondents in Slovakia, 74 percent in Romania, 49 percent in Bulgaria and the Czech
Republic, 48 percent in Hungary, and 40 percent in Poland (USAID public opinion poll,
Radio Free Europe/Radio Liberty broadcast, 10 November 1999, Slovakia). See Kaufman,
Daniel, Kraay, A., and Mastruzzi, M. 2005. Governance Matters IV: Governance Indicators
1996–2004. Washington: World Bank. The Governance Matters dataset reveal a consistent
pattern with Estonia, Hungary, and Slovenia receiving highest rankings in categories such
as Rule of Law, Regulatory Quality, Control of Corruption, Government Effectiveness, and
so on. Bulgaria, Latvia, and Slovakia tend to receive considerably lower rankings, with the
Czech Republic and Poland in the middle, changing places from year to year (the dataset
aggregated think tank and expert surveys in 1996, 1998, 2000, 2002, and 2004).

8 Rice, Eric. 1992. “Public Administration in Post-Socialist Eastern Europe,” Public Admin-
istration Review, 52, 2 (March/April): 116–24.

9 See the scandals that broke out in the Czech press in 1996–8 and in Slovakia in 1998–9.
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Table 1.1. Summary of State Exploitation, 1990–2002

Country

Formal State
Institutions (EU
Conditionality
Begins 1998)

Growth in
State Admin
Employment,
1990–2002
(%)

Party Funding
Rules

Summary
Index of
Exploitation

Hungary In place by 1997 138 Limited donors, highly
regulated

1.4

Estonia In place by 1996 158 Limited donors, highly
regulated

1.6

Slovenia In place by 1997 214 Limited donors, highly
regulated

2.1

Lithuania In place by 1996 239 Limited donors, highly
regulated

2.4

Poland In place by 1998 244 Limited donors,
increasingly regulated

4.4

Czech Rep. Begun in 1998 400 Sources unrestricted,
unregulated

7.0

Slovakia Begun in 2001 300 Sources unrestricted,
regulation after 2000

6.0

Bulgaria Begun in 2000 431 Sources unrestricted,
unregulated

8.3

Latvia Begun in 2000 467 Sources unrestricted,
unregulated

8.7

Note: Index: additive and unweighted. Scoring: 2 points for formal state institutional building
beginning after EU conditionality set in 1998 + % increase in state administration employ-
ment/100 (avg: 287%) + 2 points for party funding (1 for unrestricted sources, 1 for lack of
regulation). Mean: 4.61. Standard deviation: 2.93. Variance: 8.62.

built lax party financing regimes that were neither transparent nor reg-
ulated – state firms often contributed to party coffers, as did local gov-
ernments, while state-owned banks offered preferential credits. All four
countries did little to reform the state until 1998, after the European Union
(EU) made improved state administration a condition of accession.

The other cluster is led by Estonia, Hungary, and Slovenia, and includes
Lithuania and Poland. Here, political parties rapidly built state institu-
tions of monitoring and oversight, constraining discretionary access to state
resources. Even if they were not always entirely successful (as in Lithuania
or Poland), these countries embarked on far earlier and more ambitious

5

© Cambridge University Press www.cambridge.org

Cambridge University Press
978-0-521-87396-3 - Rebuilding Leviathan: Party Competition and State Exploitation in
Post-Communist Democracies
Anna Grzymala-Busse
Excerpt
More information

http://www.cambridge.org/0521873967
http://www.cambridge.org
http://www.cambridge.org


Rebuilding Leviathan

reforms of formal state institutions and regional devolution, showing
smaller increases in state administration employment and extensive regula-
tion of party financing. They were the first to introduce formal institutions
of monitoring and oversight, limit the discretionary expansion of the state
administration, and make party finances more transparent and regulated.10

In short, despite roughly similar levels of political and economic reform,
political parties were able to exploit the state far more in Bulgaria, the
Czech Republic, Latvia, and Slovakia than in Estonia, Hungary, Lithuania,
Poland, or Slovenia.

We thus observe both a shared pattern in post-communist democracies
of self-serving state reconstruction – and considerable variation in the extent
to which the state was exploited. This variance in the willingness of post-
communist democratic parties to place limits on their own exploitation of
the state suggests that it is not democracy per se that matters.

Shared Motives, Means, and Opportunities

For the new democratic parties that came to power after the communist col-
lapse, the challenges of building new markets, democracies, and states and
at the same time ensuring their own survival as guarantors of the new demo-
cratic order were formidable. As Stefano Bartolini notes, these “differing
demands of party building, competition for votes and regime founding or
defending are, to a large extent, incompatible.”11 The transition to democ-
racy created motives, means, and opportunities for these parties to exploit
the state as they balanced these roles.

The chief motives for state exploitation consisted both of short-term sur-
vival and long-term commitments to democracy. New democratic parties
faced enormous uncertainty and had few guarantees of material or elec-
toral support. As we will see in the next chapter, these nascent parties were
extremely fragile, possessed few members or local organizations, and had
to contend with high electoral volatility. In an age of expensive media cam-
paigns, they had few material resources and no certain sources of income.
Nor did they have the ability to form extensive organizational networks,
which could have allowed them to pursue other strategies of survival, such

10 Poland was less successful at constraining state exploitation, as we will see in Chapter 2,
but is still in the cluster of early adopters of formal institutions, slow-growing state admin-
istrations, and transparent party financing.

11 Bartolini, Stefano. 1999–2000. “Collusion, Competition, and Democracy,” Journal of
Theoretical Politics, 11, 4: 435–70; 12, 1: 33–65.
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Introduction

as clientelism. Meanwhile, the resources of the state were the most stable
source of funds needed for election campaigns and party maintenance.

At the same time, these new democratic parties’ greatest fear and biggest
challenge was avoiding a relapse into an authoritarian monopoly over both
the economy and the polity. They faced “the nightmare of elimination
altogether: the return to power of a communist apparatus that would snuff
out not only privatization, but democracy as well.”12 As a result, the dilemma
for budding democratic parties was that they had to commit themselves to
fierce new political competition – and to survive it. The temptation to raid
the states they governed, and to build in future discretionary access to these
resources, was clear – but so was the imperative to preserve democratic
institutions.

The means at the parties’ disposal consisted of their enormous policy-
making role. Political parties were responsible for leading these countries
out of the communist morass and through difficult and enormous institu-
tional and political transformations.13 They played the central role in policy
making and state building after the collapse of communism, with access both
to the reconstruction of formal state institutions and to the distribution of
the states resources. Given the weakness of civil society, presidents,14 and
existing legal institutions and the enormous power given to political parties
in parliamentary systems, governing parties freely decided how to liber-
alize the economy, privatize state holdings, and reform state structures –
and what form these institutions would take. In short, the very democratic
actors who could extract from the state were in charge of rebuilding it.

The opportunity for exploitation arose from both the hereditary weak-
ness of the communist state and the lack of external restraints on party
actions. Where rulers elsewhere inherited constraining institutions, post-
communist political actors first had to dismantle an economic and political
monopoly. During the nearly five decades of its rule, the communist party
ran the state administration as its personal fiefdom: The state was the chief
bank account and political tool of the party, a source of public largesse
and private benefits. Formal laws and parallel organizational hierarchies

12 Frydman, Roman, Murphy, Kenneth, and Rapaczynski, Andrzej. 1998. Capitalism with a
Comrade’s Face. Budapest: Central European University Press, p. 34.

13 Beginnings mattered a great deal; however, they did not imply path dependence, since
few reinforcement or lock-in mechanisms existed. Early competition thus set, but did not
determine, the trajectories of state emergence.

14 The one country where a president played a more powerful role was Poland – but his
powers were severely circumscribed, and the position made largely ceremonial, by 1995.
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Rebuilding Leviathan

upheld the party control of the state.15 Party apparatchiks ran most state
institutions, so that few “real” bureaucrats existed, while the planned econ-
omy made most workers into state employees.16 While the degree of direct
party control over the economy and state varied,17 the generally low differ-
entiation of state and party functions made “political clout the foundation
for economic control.”18 The era of communist abuse “hollowed out” the
state, leaving its institutions both vulnerable and unable to prevent extrac-
tive incursions.19

The fall of communism in 1989–91 formally abolished this long-standing
fusion of the ruling authoritarian party and the state. The communist parties
themselves were forced to exit from power and began the arduous process of
adaptation to multiparty democracy.20 Their monopoly over state resources
ended. In embarking on ambitious programs of abolishing state control
of the economy and the polity, new democratic governments committed
themselves to privatizing state holdings, selling off state enterprises, and
eliminating laborious economic planning. The hope was that without an
authoritarian monopolist to abuse it, the state could become a more apo-
litical and effective administrative force and a buffer against a slide into
authoritarianism.21

At the same time, however, both international advisers and domestic pol-
icy makers focused on the challenges of democratic and economic transfor-
mations rather than on the state.22 Many reformers, international advisers,

15 For example, all state hiring above a certain level was vetted by regional and central party
committees. See Kaminski, Antoni. 1992. An Institutional Theory of Communist Regimes. San
Francisco: ICS Press, p. 164.

16 The party also controlled the nomenklatura system: an extensive list of positions vetted by
the party.

17 In Hungary, the separation of political power and legal authority by the 1980s meant that
as long as state officials were acting within legal limits, party officials had less influence on
their everyday decisions.

18 Comisso, Ellen. 1986. “State Structures, Political Processes, and Collective Choice in
CMEA States,” in Comisso, Ellen, and Tyson, Laura D’Andrea, eds. Power, Purpose, and
Collective Choice: Economic Strategy in Socialist States. Ithaca: Cornell University Press, p. 32.

19 For an account of elite predation on the state, see Ganev, Venelin. 2005. Preying on the
State: State Formation in Post-Communist Bulgaria (1989–1997). Unpublished book mss.

20 See Grzymal�a-Busse, Anna. 2002. Redeeming the Communist Past. New York: Cambridge
University Press.

21 Schamis, Hector E. 2002. Re-Forming the State: The Politics of Privatization in Latin America
and Europe. Ann Arbor: University of Michigan Press, p. 169.

22 See also Elster, Jon, Offe, Claus, and Preuss, Ulrich K. 1998. Institutional Design in Post-
Communist Societies. Cambridge: Cambridge University Press; Zielonka, Jan. 1994. “New
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and international organizations saw the economy as a separate problem
from institutional development, and the state itself as a source of inef-
ficiency and corruption.23 While a considerable literature addressed the
development of representative and constitutional institutions, it neglected
the (re)building of the state,24 and “the dominant view among reformers
and their advisors during the early transition period was that because [state]
institutions would necessarily take time to develop, it was best to focus
first on liberalization and privatization.”25 If anything, the prevalent but
vague assumption was that the state would now shed employees and func-
tions,26 encouraging both democracy and markets to flourish.27 For all their

Institutions in the Old East Bloc,” Journal of Democracy, 5: 87–104. Notable exceptions
include Bunce, Valerie. 2001. “Democratization and Economic Reform,” Annual Review
of Political Science, 4: 43–65; Cirtautas, Arista. 1995. “The Post-Leninist State: A Con-
ceptual and Empirical Examination,” Communist and Post-Communist Studies, 28, 4: 379–
92; Ekiert, Grzegorz. 2001. The State After State Socialism: Poland in Comparative Perspec-
tive. Manuscript, Harvard University, 2001; McFaul, M. 1995. “State Power, Institutional
Change, and the Politics of Privatization in Russia,” World Politics, 47, 2: 210–43; Staniszkis,
Jadwiga. 1999. Post-Socialism. Warsaw: PAN.

23 Herrera, Yoshiko. 2001. “Russian Economic Reform, 1991–1998,” in Russian Politics,
Barany, Zoltan, and Moser, Robert, eds. Cambridge: Cambridge University Press, 135–
73.

24 See Stepan, Alfred, and Skach, Cindy. 1993. “Constitutional Frameworks and Demo-
cratic Consolidation: Parliamentarianism Versus Presidentialism,” World Politics, 46,
1: 1–22; Benoit, Kenneth, and Hayden, Jacqueline. 2004. “Institutional Change
and Persistence: The Evolution of Poland’s Electoral System, 1989–2001,” Journal
of Politics, 66, 2 :396–427; Mainwaring, Scott. 1993, July “Presidentialism, Multi-
partism, and Democracy: The Difficult Combination.” Comparative Political Studies,
26, 2 (July): 198–228; Frye, Timothy. 1997. “A Politics of Institutional Choice: Post-
Communist Presidencies,” Comparative Political Studies, 30: 523–52; Elster et al. 1998.

25 Raiser, Martin, Di Tommaso, Maria, and Weeks, Melvyn. 2000. “The Measurement and
Determinants of Institutional Change: Evidence from Transition Economies.” European
Bank for Reconstruction and Development (EBRD) Working Paper No. 60. For an excel-
lent analysis of the neglect of state institutions in the debates over market privatization and
reform, see Herrera 2001.

26 See Kochanowicz, Jacek. 1994. “Reforming Weak States and Deficient Bureaucracies,”
in Nelson, Joan M., Kochanowicz, Jacek, Mizsei, Kalman, and Munoz, Oscar, eds. Intri-
cate Links: Democratization and Market Reforms in Latin America and Eastern Europe. New
Brunswick: Transaction, pp. 194–206.

27 Roland, Gerard. 2001. “Ten Years After . . . Transition and Economics.” IMF Staff Papers,
No. 48. Washington: International Monetary Fund, p. 34; Przeworski, Adam. 1997. “The
State in a Market Economy,” in Nelson, Joan, Tilly, Charles, and Walker, Lee, eds.
Transforming Post-Communist Political Economies. Washington: National Academy Press, pp.
411–31; Shleifer, Andrei, and Vishny, Robert W. 1998. The Grabbing Hand: Government
Pathologies and Their Cures. Cambridge, MA: Harvard University Press; Holmes, Stephen.
1996. “Cultural Legacies or State Collapse: Probing the Postcommunist Dilemma,” in
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assistance in consolidating markets and democracies, neither the financial
organizations involved, such as the International Monetary Fund (IMF) or
the World Bank, nor the regional powerhouses, such as the EU, paid atten-
tion to state administration until 1996–7, well into the post-communist era.
In short, the huge project of dismantling the extant communist state offered
little resistance to incursion by political actors, and few external constraints
prevented its exploitation.

Explaining the Variation: Robust Competition

In the absence of existing institutional safeguards, international attention,
or domestic watchdogs, the main constraint would have to come from the
political parties themselves and their interactions – specifically, party com-
petition. Yet since such competition often leads parties to grasp for state
resources to gain a competitive edge, how can it prompt political actors to
protect the state? This question is at the heart of both theoretical discussions
and empirical analyses of democratic competition.28

To constrain exploitation, competition had to threaten the parties in
power with replacement. It had to present a credible alternative both to
coalition partners and the electorate without acting as a threat to the system
of competition itself. The more vigorous the opposition, the more likely it
was to lead the governing parties to moderate their rent seeking, anticipate
an exit from office by building formal constraints, and coopt the opposition
through power-sharing measures that limited any one party’s ability to gain
private benefits from the state.29 In short, such an opposition limited the

Mandelbaum, Michael, ed. Postcommunism: Four Perspectives. New York: Council on For-
eign Relations; Przeworski, Adam, et al. 1995. Sustainable Democracy. Cambridge: Cam-
bridge University Press, p. 37. Earlier scholarship had pointed out the association between
large states and rent-seeking opportunities. See Habermas, Jürgen. 1975. Legitimation
Crisis. Boston: Beacon; Stigler, George. 1975. The Citizen and the State. Chicago: Uni-
versity of Chicago Press.

28 Wittman, Donald. 1995. The Myth of Democratic Failure. Chicago: University of Chicago
Press; Schumpeter, Joseph. 1948. Capitalism, Socialism, and Democracy. Chicago: University
of Chicago Press; Rose-Ackerman, Susan. 1978. Corruption. New York: Academic Press;
idem. 1999. Corruption and Government: Causes, Consequences, and Reform. Cambridge: Cam-
bridge University Press; Demsetz, Harold. 1982. Economic, Legal, and Political Dimensions of
Competition. Amsterdam: North-Holland; Stigler, George. 1972. “Economic Competition
and Political Competition,” Public Choice, 13: 91–106.

29 As the next chapter shows, the threat of replacement shows a curvilinear relationship to
state exploitation: If it threatens to eliminate the governing parties entirely, they will prey
upon the state. If there is no competition, the party can fuse itself with the state entirely.
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