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Abstract 

Economic development is context-bound. The economic exchanges that occur in Central and 
Eastern Europe (CEE), or the broader Eastern and Southern peripheries of the EU bear a 
different context than that of Western bureaucratic countries. From pre-modern historical 
path-dependencies to the legacies of authoritarian or communist regimes and finally to 
current behavioural and agency-based political factors, this thesis charts the numerous 
elements that have contributed to the consolidation of informal over formal institutions in 
newer democracies.  

The institutional and social context influences greatly the logic of private and public 
resource distribution. Individual behaviour and collective choices contribute to the way 
financial resources pass from one entity to another in a given market. The original approach 
of this thesis is to bridge structural assessments of institutional performance, with 
behavioural analysis of individuals and local organizations.  

The logic of the social contract is very tightly linked to the foundations of a prosperous 
and productive economic activity. It is in the context of predictable and non-discriminatory 
rules and regulations that socio-economic interactions evolve and consolidate. In the absence 
of these, informal rules and practices often substitute the existence of formal authority 
structures. Nevertheless, as opposed to formal constraints that are clearly delineated from 
their inception, informal constructs require longer periods of time for confirmation, and 
iterations for the proper formulation of conduct codes based on trial and error. Once 
established however, informal institutions tend to have a higher resilience than new formal 
constructs.  

The theoretical contribution of this compendium of academic works is that in 
Romania, and to a certain extent in other neighboring contexts from Central and Eastern 
European countries, the social contract is absent. The social contract as originally formulated 
in the Hobbesian masterpiece Leviathan in the 17th century portrays the foundations of a 
legitimate relationship between the state and the individual. As the market structure is 
inexorably affected by the measure according to which the state acts, the absence of such a 
legitimate relationship of power draws to existence numerous negative externalities. One of 
the main market failures presented in the present thesis is the wasteful distribution of 
resources and „quasi-private” economic actors (i.e. reliant on public resources and not market 
equilibrium). 

The comprising sections of this thesis position themselves firmly in an interdisciplinary 
setting. The science of the international political economy (IPE) today is largely accepted to 
be at the core intersection of various disciplines: international relations, political science, and 
economics. This thesis clearly illustrates this by drawing from and advancing existent studies 
from international relations, economics, to institutionalist theory, public policy, development 



economics, public administration, political risk, and organizational behaviour. This body of 
work not only offers the theoretical foundation of this habilitation thesis, but it also informs 
a wide array of curricula in the field of studies in which I hereby candidate for habilitation. 

A variety of scholars in the field of IPE have signaled over the past decade the 
quintessential role of institutional structure and institutional choices to national and global 
markets (Blyth 2002,2013, Rothstein 2005, Rothstein and Teorell 2008, Acemoglu and 
Robinson 2012, Gilpin 2011,2016). The economic development of a country is intrinsically 
linked to the quality of its institutions. Although the Modernization Theory has been often 
countered in what concerns the extent to which democracy automatically leads to economic 
development, the quality of governance has almost unanimously been linked in the academic 
community to prosperous societies.  

What is it then that prevents the development of good institutional frameworks of 
economic conduct? What is it that makes individuals and private entities resort to informal 
linkages rather than formal channels of interaction? The works presented here argue in 
different forms that institutional weakness and loss of trust in predictable and equitable 
outputs. Whether this weakness is sourced in the transitional context, or in leadership agency, 
it still holds for a void or absent social contract.  

 The research puzzle that I am addressing here is the prominence of the informal 
economy in new democracies. Using the in-depth case study of Romania, but also comparing 
and contrasting it with other new democracies from both within and outside the EU I show 
that the mechanisms that uphold the informal exchanges in a new democracy setting. I test 
competing hypotheses raging from the historical legacies that I trace back to the pre-modern 
period of state formation in Romania, to rational choice behavioural theories of economic 
self-maximization. My findings reveal that across countries, and across regions, the absence 
of a social contract and its implications (i.e., lack of predictability and accountability) has 
allowed for the consolidation of informal practices as benchmark references of conduct. As 
such, it is informal mechanisms and not legal and procedural prescriptions that are defining 
the political economy of Romania and its neighboring region. 

The present thesis deploys a mixed methodology of research. It gathers historical 
original and secondary data, comparative regional data, archival research, in-depth 
interviews, elite surveys, original and secondary budgetary and macro-economic datasets etc. 
The empirical data is gathered with the purpose of answering specific research questions and 
as such, the various methods are designed to fit the puzzle. Some sections are constructed as 
single case studies, while others are comparative studies. Following the recommendations of 
Gerring (2006) even when the section deals mainly with the case study of Romania, it still 
engages a wider comparative perspective with other similar or different case studies.  

The thesis is formed based on publications and research that was developed over the 
course of the last 5 years and is structured to provide a coherent corpus of works that inform 
and complete one another. The first part of the thesis forms a retrospective study that covers 
past projects and publications on the topic of informal institutions. Sections 1-5 are devoted 
to the conceptualisation and empirical illustration of the relationship between public and 
private entities in the CEE context, and the Romanian case study specifically. The first section 
of the thesis addresses the pre-modern foundations of fiscal behaviour in Romania. The 
second section of this retrospective part of the thesis showcases the contemporary impact of 
informal practices on bureaucratic performance. Furthermore, the third section illustrates 



how distortive the informal institutional practices can be on the relationship between the 
state and private sector actors. In contrast, section 4 expands on the ways in which local 
governments in Romania can consolidate and deploy a positive engagement with the private 
sector actors. Section 5 shows the positive impact local institutions—both public and private 
can have on the local human development in Romania. Sections 6-9 expand on the 
institutional capacity and informal linkages perspective in a broader empirical geography, by 
covering cases from the Eastern Partnership (i.e., Moldova, Georgia, Ukraine, Azerbaijan, 
Armenia, and Belarus), the Balkans (i.e., Croatia, Bosnia and Herzegovina, Montenegro, 
Serbia, Albania), and the Southern Mediterranean (i.e., Maroc, Algeria, Tunisia, Egypt, 
Lebanon, Jordan, Israel). Sections 10-13 showcase informal institutions within political 
organizations in Eastern Europe and link the internal organizational practices to the broader 
implications of public trust, social contract, and transactional costs in a country. 

The second part of the thesis is constructed as a prospective study, highlighting new 
avenues for research. Based on very recent publications and newly launched research 
projects, I propose new analytical dimensions in European Affairs, that can account for the 
formulation of the social contract in new democracies. In order to do so, I argue that a greater 
attention should be devoted to: (1) persistent internal divisions within the EU, driven by 
diverging developmental trajectories, (2) local resilience and the nature of formal and 
informal institutions at local level, and (3) individual behaviour. 

 


