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1. The Polityness of European Economic Cooperation

The existence of Europe-wide reform discoursesuhderpin the construction of European
institutions and policies are key features in thityration of European Economic Cooperatfon.

One such European reform discourse can be refeyraslthe stabilization discourse promoting the
European stabilization state (Dyson, 2002: 25xflkey element of the stabilization discourse is a
perceived division of function between the market the state. By engaging in excessive or
misdirected intervention, so the argument goese sietors risk destabilizing fundamental market
balances. Therefore, measures should be takemrlieismarkets from what is seen to be short-
termish and narrow-minded politicians. This cardbee by de-politicizing key policy-areas and —
functions by way of establishing autonomous regmaagencies (Christensen and Laegreid, 2006).
Autonomous regulatory agencies help to ensure teng-stability; they foster credibility on the
financial markets; and guarantee regularity ingheate sector’s planning environment. Indeed,
certain policy-areas and —functions are entirelygbized. As to the policy content, stability-
oriented macro-economic policies are being purswealving sound money (low inflation and
stable exchange rates), sound finances (budgdtswapd low external debt) and sound institutions
(independent central banks). Clearly, the Germapiied, ECB-centric EMU project, with its
convergence criteria, Stability and Growth Pact] erbuilt asymmetry between monetary and
economic policy-making can be seen as fitting wlh the overall thrust of the stabilization

discourse (see Dyson on Germany, and Umbach andélgem the ECB in this volume).

Another European reform discourse is the redistidbudiscourse promoting the European welfare
state. Again, the market and the state are sesvodsindamental different spheres of governance.
Contrary to the stabilization discourse, howeueg, dverall idea is that markets on their own will
not help to ensure a desirable level of prosparity equality in society. Thus, markets need to be
regulated in order to minimize the potential negatonsequences of unrestricted competition as a
result of which key policy-areas and —functions@wkticized with a view to rebalancing the
imbalances resulting from market competition. Bgyading protection, distribution and growth,
policy-makers insulate some areas of activity froarket forces. In other areas, however, the
market is being promoted by way of business reguilgtompetition rules), by co-opting labor
movements into corporatist processes, by reducngdns to international trade, and by imposing
controls on “speculative” international movememsbedded-liberalism). At the level of European
integration, some degree of fiscal federalism afthrm of regional and sectoral redistribution
through European structural fund policies resonatdbwith the redistribution discourse.



Finally, a third European reform discourse focusegompetition, innovation and flexibility. It will
be referred to as the innovation discourse whidmotes an idea of a European competition state
(Cerny, 1997; Cerny and Evans, 2004). The cledinditon between the state and the market
makes less sense in this optic because the sternsas the engine and steering mechanism of
political globalization and global markets. Markate nothing without the state. The state can be
seen as a complex set of institutions which caogtenized through planning and innovation. State
and market institutions must be complementary stefoinnovation, adaptability and knowledge
creation. International competitiveness goes tagethth and is conditioned by institutional
competitiveness, which can be achieved throughioggaptimization of society-wide institutions
with a view to delivering public purpose in the adest sense. Thus, enterprise, innovation and
profitability is promoted through active politicahtrepreneurship and institutional maintenance
work (Crouch, 2005). A central feature of the inabon discourse is that key policy-areas and —
functions are being a-politicized. Through a preaaisrationalization scientized knowledge elites
are being empowered in policy-making. The Lisbawjgmt with its ambition of making the EU the
most competitive region in the world by 2010 arsdinbuilt soft governance mechanisms including

bench-marking, persuasion, and learning goes wtilthve idea of a European competition state.

Reform discourses such as these constitute metesravhich encapsulate and direct institution-
building in and further polityzation of Europe (Redli, 2003: 19). They help political elites to
make sense of problems, potentials and prioritigké European economic field. In doing so,
success economies are being promoted as models tighframework of each reform discourse;
models from which others should learn. Thus, thbikzation discourse has promoted the German
stabilization state (the German anchor) as thepkayt of reference, the redistribution discourse ha
the Swedish welfare state (the Northern Lighthatdentre, and the innovation discourse seems to
promote various forms of liberal and coordinatethpetition states such as Ireland (the Celtic
Tiger), the Netherlands (the Dutch Miracle) and ark (the Great Danes). These different meta-
frames and their favorite models may co-exist, smetimes be in contradiction with each other,

or they may, as fashions change, follow each atbetinuously.

This chapter is particularly interested in studyihg innovation discourse and the reform processes
and mechanisms enshrined in the innovation disecams the way in which the Lisbon process
unfolds in Europe. It attempts at identifying thaeavation strategy enshrined in the Lisbon process,
it distills some of the tensions built into the &iaf bench-marking exercise employed in the Lisbon
Process, and it hints at an alternative route stefing innovation, one that emphasizes de-central

innovation processes and regulated self-regulation.



Another feature of the polityness of European eognaooperation concerns the number and type
of governance mechanisms applied in the field. §f@n of regulatory instruments in EU economic
governance is broad-ranging including supranatibirearchical modes of governance (unilateral
imposition by supranational actors such as the EBeB,Umbach and Wessels in this volume), the
intergovernmental mode of governance (implying emssis among EU member states’
governments for instance in the formulation of tability and Growth Pact, see Hallerberg in this
volume), the joint decision-mode of governanceiglly involving some kind of qualified

majority voting in the Council of Ministers as irea of banking legislation, see Moran in this
volume), regulatory competition (implying mutuajagtment by individual governments for
instance in the area of taxation, see Wincott isblume) and various sorts of EU induced
learning (Scharpf, 2001). Here, attention will kected at the last category of European
governance mechanisms in the form of the Open Mettfic€oordination (OMC). More

specifically, in the following section the crucrale of bench-marking in the Lisbon process will be
spelled out with particular attention to some sfgtoblems and inbuilt tensions that may have
contributed to the limited success of the Lisbamcpss. In a following section a more general
critique is made of a particular variant of bencarking, the top-down approach to bench-marking,
which emphasizes institutional emulation betweamtes. This leads to a last and concluding
section in which a possible alternative approadbetach-marking, bottom-up bench-learning, is

sketched out.

2. Bench-Marking and the Lisbon Process

Benchmarking was first applied in the private seatdhe company level or at the level of an
industrial sector to induce innovative change psses (Kyro, 2003). With the diffusion of NPM
world wide, private sector management and orgainizal techniques were transferred to the public
sector and bench-marking gained a footing in akble of public governance (Auluck, 2002). As the
innovation discourse took hold among politicalediit seemed logical that comparison and
identification of best practices were systematycaitroduced in the public sector as governance
mechanisms in their own right (Lodge, 2005). Todsnch-marking as an instrument of
governance has gained ground in all sorts of amghs the European economic polity. But bench-
marking takes many different forms. As regardsaperation of thenternal marketfor instance,

the Commission has kept a running tally of the ré@d member states concerning their
transposition of the various internal market dingxg, and it has published the results annually as
league table. It comes out clearly, according i® shmple implementation score, which country has
been insufficiently efficient in its implementatiawctivity, and which country stands out as the most
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eager transposer. With regarddoonomic and Monetary Unipmember states aspiring to adopt
the Euro will have to fulfill a set of nominal cagrgence criteria. Having become part of the Euro-
area, member states will, on a continuous basisyhkiated on their ability to respect the criteria

enshrined in the Stability and Growth Pact.

Thus, benchmarking as a tool of regulation in tbheogean economic polity is not new or
unprecedented. Following the Amsterdam IGC in 19@¥yever, it came to the fore in the area of
employment policy under article 118 subsequentipliving the Luxembourg process concerning
the development and implementation of nationabagtilans for employment; the Cardiff process
regarding the regional and structural funds; aedGblogne process referring to consultation on
macro-economic policy between the European CeBaak, the social partners and the European
Commission (Arrowsmidét al, 2004: 318).

Common for these previous cases of bench-markitigaisthe European Union has regulatory
competence in the concerned areas of economic igavee and that different degrees of financial
and/or legal sanctions are attached to the benckimgaexercise. In that regard bench-marking in

the area of the Lisbon process is quite different.

It was at the Lisbon European Summit, March 20@® the overall objective of making the EU
“the most competitive and dynamic knowledge-baseshemy in the world, capable of sustaining
economic growth with more and better jobs and gresicial cohesion” was formulated in the
Presidency conclusions. This ambitious objective teabe achieved by way of a new form of
policy coordination among the member states, theafled “open method of coordination” (OMC),
which involves policy guidelines for the EU as aolh with short, medium and long term goals;
guantitative and qualitative indicators for benchikiveg national performance against the best in the
world; and periodic monitoring, evaluation and pesfiew of member states. There is now a
rolling program of yearly planning, monitoring, exmation and re-adjustment based on a list of
well over hundred indicators in numerous areagiofipy action such as improving employability;
developing entrepreneurship; encouraging adaptabilibusinesses and their employees; and

strengthening the policies for equal opportuni(@sowsmidtet al, 2004: 319).

The dominant discourse on the OMC presents benckimgaas the ideal application of the
principle of subsidiarityin the framework of which the European level playsinor role.

However, the summit conclusions are ambiguous. @nhand, they emphasized that OMC should
be conceived as a learning process for all, whiclukl respect national diversity. On the other
hand, however, the conclusions stipulated thabgie®n method of coordination is a means of

spreading best practice and of achieving greatevergence (de la Poré&t al, 2001: 6). In other
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words, there seems to be an endemic tension orachetion in the set-up itself (Radaelli, 2003:
27). The question is whether this “tension betwienrecognition of the co-existence of specific
national innovation systems and the frequent raefardo the need to diffuse ‘best practice’ among

member countries” can be reconciled (Lundvall ahdnflinson, 2002: 227)?

At the Spring 2004 Brussels Summit, EU governmantsthe European Commission painted a
dire picture of results regarding economic growtiployment and social cohesion. Not much had
been achieved over the preceding four years, leuptésidency conclusions reaffirmed that the
process and goals of the Lisbon program indeedinsdaalid. However, “the pace of reform
needs to be significantly stepped GpCbnsequently, governments appointed the formeetDut
Prime Minister, Wim Kok, to head a high-level expgmoup to come up with suggestions giving

new impetus to the Lisbon strategy.

The Kok ReportFacing the Challeng&was presented to the European Commission and the
European Council at the beginning of November 200« report held that “there are no grounds
for complacency. Too many targets will be seriouslgsed. Europe has lost ground to both the US
and Asia and its societies are under strain” (KlQ4: 11). These disappointing results from the
Lisbon process can be explained by an overloadeddzg poor coordination and conflicting

priorities.

As regards theverloaded agendédthe Lisbon strategy has become too broad torokerstood as

an interconnected narrative. Lisbon is about etémgtand thus about nothing. Everybody is
responsible and thus no one. The end result dftthéegy has sometimes been lost” (Kok, 2004:
16). Thus, several factors simply impede lessomith@g (Rose, 1993). The complexity of the issues
at stake seems to be insurmountable. To be achithetlisbon ambitions imply action on many
different, interdependent levels, involving coortied action by a variety of actors. In additior th
scale of change needed is enormous. To becomedstecampetitive society in the world by 2010

requires large scale transformation in Europe onyntimensions and in many sectors.

As regards, theonflicting priorities the report made a direct reference to the operati the
Stability and Growth Pact, which did “not suffictgnsupport growth enhancing macroeconomic
policies” (Kok, 2004: 10). The Kok report direcdypported the flexibilization of the SGP (Kok,
2004: 16). In other words, member states had basy complying with stability-oriented macro-
economic policy requirements within the EMU-framelw(the stabilization discourse) rather than
actively dealing with growth and competitivenese (innovation discourse) making it harder to

implement the Lisbon strategy.



Finally, concerningpoor coordination the interdependency between countries, betweetslef
administration, and between sectors simply requirasan immense effort is being put into top-
down management of the innovation process. Thialdigect bearing on the use and form of the
open method of coordination which, according tokingh Level Group headed by Kok, “has fallen
far short of expectations” (Kok, 2004: 42). The Kralport proposes a radical reformulation of the
OMC, simplifying the process of measuring succegseeplacing the more than a hundred
indicators that have been associated with the higlsocess with a more limited framework of 14
targets and indicators. Such a simplification wanffér the opportunity for the European
Commission to improve the working of the instrumehpeer pressure. On an annual level, the
European Commission, it is being proposed, shouldigly provide updates on these key 14
Lisbon indicators in the format of league tablethwankings “praising good performance and

castigating bad performance — naming, shaming amdnig” (Kok, 2004: 43).

In short, on the midway towards the objective @fating the most competitive region in the world

by 2010, the Kok-report concluded that so far tisban process has been disappointing as regards
the willingness and ability of the member statesetdize the overall objective; that there may be
observed a potential clash between two parallernetdiscourses: the stabilization discourse and
the innovation discourse; and that the criteridiadpn the soft bench-marking exercises should be
tightened up. In line with the practice in the EMtdcess, the report recommends fewer and clearer

criteria with harder and more explicit sanctiorsitto them.

Whereas monetary union and the internal marketgotear top-down benchmarking exercises,
the Lisbon process was originally conceived to ttute an alternative bench-marking philosophy
including bottom-up initiated processes of innowatas well as imposing a uniform model of
innovation on the EU-member states. The Kok regtvempts to resolve this endemic tension

between the two types of bench-marking in favatheftop-down version.

The preceding discussion about the formulation, aséd midterm evaluation of the Open Method
of Coordination illustrates the central point thhas possible to distinguish between two kinds of
bench-marking, one focused on the measurementtpéiband performance, and another more
interested in comparing learning processes. Acogrth the first output-oriented form of bench-
marking, this particular governance mechanisnrst &nd foremost a tool for improvement,
achieved through comparison with other organizati@tognized as the best within the area. A
model is being selected and other systems of intrmvaimply partly or entirely copy elements
from this model with a view to catching up. Theulesf such an exercise will almost inevitable be

increased levels ahstitutional convergencacross countries and sectors.



On the other hand, the learning-oriented versidmesich-marking - bench-learning - holds that the

central essence of bench-marking is to learn howpoove activities, processes and management.

According to this approach, the overall objectif¢he bench-marking exercise is not that

organizations and countries should mirror eachrofRather, the purpose is that each sector- and

country-specific production and innovation systersupposed to exploit and develop its unique

potentials through transformative processes ohlagr Bench-learning may underpin and even

accentuaténstitutional divergencéKyro, 2003: 210).

Table 1: Two Basic Approaches to Bench-Marking

The purpose of thp-down bench-marking approach
to impose and/or diffuse a single predefined dediniof
best practice among the European Union member stat|
thereby fostering increasing levels of institutibna
convergence. A central organizational level definagt
of rather narrow and often quantifiable criteria fo
distinguishing between success and failure and it
coordinates reform measures undertaken in memiigss
Benchmarking is first and foremost a tool for
improvement, achieved through comparison with other
organizations recognized as the best within an area
(Bhutta and Huq, 1999: 255). This practice of leagni
from others by copying others is also referredsto a
performance benchmarking, the leading questiongbein
what ought to be copied from a well-performing
sector/country/company in order to be as efficanthis
particular sector/country/company? These copying
practices normally lead to adaptive, incrementairiang.

The purpose dbottom-up bench-marking to initiate
processes of reflection and innovation by enhancing
esollaborative and networked learning benefitingrrtihe
diversity of practices and institutional structuies
European Union member-states. No fixed perception g
how innovation can be enhanced exists. Ratheryatihe
capacity can be developed in multiple ways as atre§

t country-, sector- and time-specific contexts and
circumstances. The central essence of benchmaigking
learn how to improve activities, processes and
management, also referred to as process bench+mgarki
(Ahmed and Rafig, 1998). Attention is directedrat t
issue of learning with others rather than copynogrf
others. Thus, the leading question becomes whether a|
sector/country/company has learning qualities?wee
talking about a learning organization skilled aating,
acquiring and transferring knowledge, and at maadghts
behavior to reflect new knowledge and insights? It
becomes relevant to talk about bench-learningfusters
generative learning, which rather than copyingcuated
practices is preparing for the future.

3. The Uses and Misuses of Bench-Marking

Top-down bench-marking of the type associated thiéhKok-report is more often than not

evaluated in skeptical terms. A main point of créin is that when we are talking about many,

interrelated criteria involving micro-actors aneitilearning capability we cannot take much

inspiration from previous bench-marking exercisesvn from the EMU and internal market

contexts: “A few simple indicators, imposed top-aoas a set of goals to which all are committed,
may be appropriate in the monetary field, or f& temoval of the remaining barriers to the single
market. They are less applicable elsewhere, itpdéarning is the goal” (Room, 2005: 128).
Rather bottom-up bench-learning seems to be a mt@iégent, but also potentially slower, way of
progressing in this field allowing for diversitydfiexibility. In the same vein, others make a call

for “context-sensitive lesson drawing” (Radaelb03: 42, see also Radaelli, 2004: 726).



Within the area of innovation system research (Maficand Tomlison, 2002), it has long been
recognized that top-down bench-marking is assatmith a number of very concrete problems.
Firstly, the idea that there @e single practicéhat can be referred to tiee benchmark is valid

only under some very specific circumstance. Famaimse, in recent years the OECD has praised the
Danish model:

“The Danish economy is performing very well, reapihe benefits of 25 years of well-managed
economic reform that have produced sound macroedienmolicies, a flexible labour market and a

competition-friendly regulatory environment” (OECEQ06a: 3).

In a similar vein, a recent Lisbon Scorecard coshetuthat Denmark is the “Hero” in the Lisbon

process and that:

“Denmark’s winning combination of fast growth, higlmployment and high standards of social
security has attracted so much attention that eo@ts across the EU are now debating how to
copy ‘the Danish model” (Wanlin, 2006: 7).

It is not only in Europe, that Danish institutiomalmpetitiveness is ranking high. Over the last
couple of years, the World Economic For@rowth Competitiveness Indeke UNCTAD
Innovation Capability Indexhe World BankEase of Doing Business Rankifidgne Economist
Intelligence Unit'sBusiness Environment Rankjrand many others praise the Danish model.
Adding up the rankings of these five indexes ilm&alled meta-ranking we find that, on a global

level, Demark performs only second to the Uniteateé3.



Table 2: Meta-ranking - The Ultimate Beauty Coritest

Country The Lisbon league|The WEFGrowth | The UNCTAD The World BankEase of |EIU's Business Average ranking
table, 2006 Competitiveness  |Innovation Capability |Doing Business RankinzlEnvironment
Index, 2006 Index, 2001 2006 Ranking 2005
1. USA - 6 3 3 3 4
2. Denmark 1 4 4 8 1 4
3. Finland 6 2 2 13 7 6
4. Sweden 2 3 1 14 11 6
5. United Kingdom 4 10 8 9 8 8
6. Norway - 12 5 5 17 10
7. Switzerland - 1 13 17 9 10
8. Netherlands 5 9 10 24 6 11
9. Japan - 7 11 10 28 14
10. Ireland 7 21 21 11 10 14
11. Germany 10 8 18 19 14 14
12. Belgium 13 20 9 18 12 14
13. Luxembourg 9 22 - - - 16
14. Austria 3 17 17 32 20 18
15. France 8 18 16 44 13 20
16. Estonia 16 25 25 16 - 21
17. Spain 21 28 20 30 21 24
18. Lithuania 20 40 29 15 26
19. Czech Republic 12 29 36 41 24 28
20. Portugal 18 34 28 42 23 29
21. Latvia 19 36 34 26 - 29
22. Malta 27 39 - - - 33
23. Hungary 15 41 32 52 25 33
24. Slovak Rep. 22 37 39 37 30 33
25. Slovenia 11 33 23 63 - 33
26. Cyprus 14 46 43 - - 34
27. Poland 26 48 31 54 29 38

Although a series of independent league tableedmnmark athe success model in Europe as
regards the performance measures listed in thehisbrategy, it seems, however, to be

problematic to draw direct lessons from such a benarking exercise.

If we look at the top of this world ranking whichdonstituted by both large and small countries it
comes out clearly that there is more than one waytcess (see Table 2). For instance, to be a role
model neither EU nor EMU membership seem to bdfecent or a necessary requirement. The
top-ten is constituted by several countries thiet f@art in none of these forms of cooperation

(USA, Norway, Switzerland, Japan) and among thdgertembers who are actually doing quite

well in terms of institutional competitiveness #re North-European Euro-outsiders (Denmark,



Sweden, United Kingdom). Only three Euro-insideekenit among the top-ten countries (Finland,

the Netherlands and Ireland).

In addition, both so-called coordinated (Japanntaery), negotiated (Denmark, Norway Sweden,
the Netherlands, Switzerland) and liberal (USA,&@ritain, Ireland) market economies have
established an optimal constellation of institusidhat fosters competitiveness, innovation and
growth. Also, there are no clear-cut messages toldevhen it comes to the kind of state-models
that are conducive to success. Both federal artdnynicentralized and fragmented, corporatist and
pluralist state structures can overcome decisiokimgaraps and institutional grid-locks, make
reforms and enhance their institutional competitass. In short, the narrow focus on the top of the

ranking simply misses the important lesson thatasss can be achieved in many different ways.

This should speak against an overly naive appticaif bench-marking. More generally, it points
to the danger of applying top-down bench-marking de-contextualizethshion. It would be

highly problematic to neglect the local, regionadi anational contexts when selecting and
introducing new ways of doing things (Lundvall ahaimlinson, 2002: 209). By only focusing on
the top of the mark and trying to export exactigttinodel to other places and contexts, there is a
danger that the whole socioeconomic system oftutgins and values that define and precondition
success is being ignored.

A second reason why top-down bench-marking is d@tlouendeavor when it comes to fostering
innovation is thatesson-drawing cannot be politically neut@&@ose, 1993: 22). The political

nature of bench-marking is reflected in the faet the very criteria and standards of success tend
to alter as a result of the reigning world viewtloé time. As discussed in the introduction to this
chapter, European reform discourses are meta-ivasdhat first of all are expressions of ideas
whose time have come. The problem is that studied @ longer period of time the fashionability
of bench-mark criteria and targets tend to be dymrbof the most dominant reform discourses (see
Figure 1). As a consequence, “some of the [statemjacterized as parading “excellence” one year
may be treated with disdain the next” (Lundvall dmmmlinson, 2002: 208). Thus, over time, it
should not be forgotten that various countries Haeen stressed as models for others to emulate,
and then entirely forgotten (Rose, 1993: 107-108).

Indeed, EMU can be said to be directly inspirednftbe German stability ethos and it used to be

common practice amongst European policy-makersfty to the “German Anchor” (see Dyson in
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this volume). In a similar vein, but within the finework of a completely different reform discourse,
Sweden, the so-called “Nordic Light”, seems to hphaged a large role over a number of decades
exemplifying a particularly interesting welfaretstanodel (Olson, 1990). For decades, the
Scandinavian model (read: the Swedish model), playeentral role in the study of corporatism
(Katzenstein, 1985, 2006; Schmitter, 1979). In tbghrd, no mention was made of Denmark. For

obvious reasons this is: Denmark did simply noiveel

During the 1990s, however, a new set of states etedfor attention In Europe. Ireland was
referred to as the “Celtic Tiger” (see xxx in tkidume) due to amazing rates of growth and the
Netherlands as the “Dutch miracle” (see Verdurhia Yolume) referring to the successful turn-
around of the economy by the end of the 1980s agthhing of the 1990s (Becker and Schwartz,
2005; McMahon, 2000). References were also founsiaei Europe. It appears to have been the
concern with global competitiveness that has beemaortant driver behind initiatives for further
market integration in Europe (Room, 2005: 117). &leg integration during the 1980s led to the
creation of the internal market in an attempt tasuee up with the USA and Japan. During the
1990s, positive integration and the establishméanhaeconomic and monetary union with a world
currency also contained a large measure of congetiith the US. Towards the latter part of the
same decade, with the USA enjoying sustained ecamnexpansion in the new economy,
competitive anxieties in Europe focused increagiogl technological innovation and human
investment. These concerns were at the top ofgheda in the Lisbon European Summit, March
2000.
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Figure 1: European Reform Discourses

Stability-oriented Redistribution
discourse Innovation discourse discourse
The Stabilization State The Comptition State The Welfare State
1950s
1960s
Sweden
Germany (The Nordic Light)
1970s (The German Anchor)
Energy-crises
1980s
Unification Ireland Currency-crisis
relan
1990s (The Celtic Tiger)
Netherlands
(The Dutch Miracle)
2000s Denmark
(The Great Danes)

Thus, model status in a bench-mark exercise isaonashtally politically defined depending on the
meta-narratives of the time. However, bench-marksragso political in another sense. When
establishing criteria and targets used in bench«mguexercises, it will inevitably be the case that
some criteria are being highlighted, whereas otasrdeing suppressed. Concerning the Danish
case, the evaluation of Danish institutional contipenhess within the framework of the Lisbon
process concerns “innovation” (internet access, teelnologies, patents, R&D spending);
“liberalisation” (competition in telecom, gas arldaricity markets, transport sectors, and finaincia
services); “legal and financial conditions for SMEstart-up environment, regulatory burden,
subsidies and state aid); “employment and socgiligion” (workforce participation, upgrading
skills, social protection); and “sustainable depehent” (greenhouse gas emission, renewable
energy sources, public transportation, ozone eamssnatural resource management). This is
already a quite ambitious set of indicators. Nehaddss, a more complete picture of the relative
successes and failures of the Danish model of iatnmv would probably include at least
mentioning of the fact that Denmark has registéiigt levels of social unrest measured as lost
working days as a result of labour dispufBisg Economist30 April 2005: 92The Economisi29

April 2006: 96). In addition, it would be relevantmention that Denmark is not performing
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outstandingly with regard to life-expectancy rdtiselet al, 2000), the quality of its primary
education (Anderseet al, 2001), the comparatively modest amount of forelgect investment
(UNCTAD, 2005: 22), and the number of citizens aneretirement schemeBgrsen 16 March
2006). All these issues could reasonably well lie teehave either direct or indirect consequences
for the innovative capacity of the Danish model] aonsequently for an overall evaluation of

Danish institutional competitiveness.

A one-sided application of bench-marking criterda enake almost all countries look favourable in
international comparison. Therefore, the points® aalid with regard to other contemporary
competition states that have attracted considegdt#ation in recent years: Ireland and the

Netherlands.

In recent years, Ireland has topped A.T.Kearnyts aoreign Policy’s globalization index
(www.foreignpolicy.com) as the most globalized coymn the world and Kenichi Ohmae, an
ardent proponent of globalization, held that: ‘Hdd to pick one country as a harbinger of the
coming shift in national economies, it would bddrel’ (cited in Kirby, 2004: 208). During the
1990s, Ireland went through a veritable processanisformation meriting world wide attention.
The country earned its nick-name “Celtic Tiger'aaesult of its average GDP growth rates of 7.6
per cent between 1990 and 2001 which was only edual countries such as Singapore and China.
Over the same period, more than half a million mewkers entered the work force resulting in a
remarkable increase in employment. In additionywieyment fell from about 15 per cent of the
workforce in the beginning of the 1990s to aboped cent around 2000. Living standards and
private consumption increased and they now eqesaEth average. At first glance, therefore,
Ireland has done what a decade ago seemed to bssihfe: it has turned an underdeveloped,
peripheral, and poor European developmental stiteai modern, high-growth, globalized,
competition state. However, a closer analysisgbat beyond narrow top-down bench-marking
reveals that there seems to be a ‘sharp contragebe economic success and social failure’
(Kirby, 2004: 219Y.

Whereas Denmark is an example of a coordinated etitignm state, Ireland is an example of a neo-
liberal competition state which in many ways hasaged to keep down wage developments while
cutting personal taxation and decreasing publieegures. As regards, Ireland’s future capacity
to innovate, one issue concerns investment in relseand education. Figure 2 illustrates that

Ireland seem to be lacking far behind the otherrnvanlel competition states in Europe, Denmark
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and the Netherlands, and that the Lisbon targ8tpmr cent of GDP concerning public and private

investment in R&D is far off.

Figure 2: Gross Domestic Expenditures on R&D (gmeecentage of GDP)
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Data retrieved from OECD (2006b).

With regard to the continued expansion and deveéyirof the human resources needed to foster

innovation, Ireland, being ahead of the Netherlandslative terms in 1995 as regards overall

spending on education, seems to have been overtgittie two other model economies by 2002

and even lacks behind its own 1995 level (see Tahble

Table 3: Expenditure on Educational Institutions Adl Levels of Education (as a percentage of

GDP)

1995 | 2002
Public  Private Total Public  Private Total
Denmark 6,1 0,2 6,3 6,8 0,3 71
Ireland 4,7 0,5 534 41 03 5 44
Netherlands 45 0,4 49 4.6 0,5 51

Data retrieved from OECD (2006b).

Finally, the OECD points to the need to upgraddekiel of social services in Ireland with a view

to creating social cohesion and health (Figurér3all three model economies the amount relative
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to GDP spend on social services seem to be droppartly as a result of the higher employment
levels and the lower levels of spending on unemplayt benefits. But the OECD holds that in
Ireland, the level of social services has reachledel that does not enable the country to sugmdy t

most basic services needed in any comparable wedfate (OECD, 2005¥).

Figure 3:Public Social Expenditure (as a percentafiSDP)
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Data retrieved from OECD (2006b).

If we turn to the Netherlands, the 1970s was theoéthe “Dutch disease” characterized by
inflation, public budget deficits and unemploymenbwever, the 1980s and the beginning of the
1990s saw a reinvigorated “Dutch miracle”. By tinel ®f the 1990s, the then Prime Minister Wim
Kok reaped the harvest of the 1982 Wassenaar agréemhere the unions, chaired by Wim Kok
himself, agreed with the government to moderati tii@ge claims in exchange for a reduction in
working hours. The Netherlands attracted atterftiom all over Europe with its currency firmly
linked to the D-mark, wage moderation, inflatiordencontrol, reduced budget deficits, falling
taxes and high social contributions, and huge tsaipluses (Becker and Schwartz, 2005;
McMahon, 2000) and the country was hailed as agerample of the so-called Third Way by US
president Bill Clinton and UK Prime Minister Tonyad. Wim Kok, for his part, travelled the
world to spread the word on the so-called Poldedehaeferring to policy-making by consensus
between the government, unions and employers. NMkedieclared that the Netherlands used
“textbook policies” and broad public support totsirs economic growth and to create jobs. The
Netherlands had entered a virtuous circle (IMF,(2@R6).
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By 2001, however, economic growth suddenly canehalt, unemployment rapidly increased to 5
per cent, inflation reappeared and the volume pbes fell for the first time since 1982. Among
the reasons mentioned for the sudden, and for maalysts unpredicted, hard landing of the Dutch
economy are an overheated labour market leaditayge wage increases and a tumultuous

political climate rocking the very basis of consesdecision-making.

However, even during the 1990s when the Polder Mweds characterized as a “miracle” in various
league tables a closer look at a larger and maitedraumber of indicators would present a more
nuanced picture of the vices and virtues of thadeh¢Becker and Schwartz, 2005). One example
concerns the Dutch employment rate that kept gopdoing the 1990s (Figure 4). By only
focusing on that single indicator one cannot avoilde positively surprised about the capacity of

the Dutch economy to integrate newcomers.

Figure 4: Employment Rate (share of persons of ingrige (15 to 64 years) in employment)
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Data retrieved from OECD (2006b).

However, going into the reality behind the steegease in the employment rate we will get
another picture, which probably would not contrébtd placing the Netherlands among the model
economies (OECD, 2005b; Salverda, 1998). It tutrigttat employment rates have been boosted
by primarily employing people in part-time jobsdgre 5) and that, overall, the Netherlands comes
close to an OECD record as regards the low numideowrs actually worked by persons on the

labor market (Figure 6).

Figure 5: Part-time Employment Rates (as a perogataf total employment)
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Figure 6:

Actual Hours Worked (hours per year pergon in employment)
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Data retrieved from OECD (2006b).

In summary, the discussion of the three Europeampetition states, Denmark, Ireland and the

Netherlands, indicates that the identification ofi@del through bench-marking is based on

politically selected criteria that resonate welthwihe most dominant reform discourse of the time

and that ignore, even within the given meta-frammehole set of alternative, potentially relevant

indicators. In addition, top-down bench-markingoadsiffers from the fact that it &historical

League-tables take a picture of the status of tbe@my right here and now. It tends to be blind to

performance over a longer period of time. The snghality of a model does not appear clearly

from top-down bench-marking.
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Finally, seen from an innovation system perspectmg-down bench-marking has been criticized
for not promoting learning since attempts of impgstonvergence on national innovation systems
ignore thainnovation processes always require divelsityus, it could be argued that too much
top-down induced copying may be considered to bblpmatic for the workings of a system of
innovation. If all innovation takes the form of bawing from other organizations, sectors and
countries (external inspiration), then the innavgentity has no incentive to develop processds tha
cultivate reflection, analysis and research whitallenge established wisdom or practices (internal
inspiration). The process of copying may itself emdine the dynamic capabilities of the industry,
sector or country as such by simply rendering tiuhovative learning processes irrelevant
(Lundvall and Tomlinson, 2002). Copying will eitHead to emulation of best practices abroad or,
in the best of cases, lead to hybrid structurespaodesses in the copying country, i.e. institudglon

bricolage (Campbell, 2004). But it will never le@danything entirely new.

In addition, copying seems to be backward-orienédider than oriented towards the future. When a
process of copying is initiated attention is dieectowards the practices and structures of a cpuntr
which has cultivated its institutional competitiess under certain conditions. If copying these
practices, the model country may already consiuesd to be antiquated and out of touch with up-
coming challenges. In both Denmark and Finlandjrfstance, systematic analysis has been
undertaken in recent years to embark on so-cafledrsl generation reforms in which various
dimensions of globalization play a central roleisTiappens as a result of a general perception in
these countries that existing institutions ar@dkpted to a truly globalized world. The paradox is
that while Denmark and Finland are fundamentafips$forming their own institutions to maintain a
high level of institutional competitiveness, theld institutions are being subject for emulation in

the rest of Europe.

Finally, copying induced by top-down bench-markingy result in a damaging lemming behavior
among prospective innovators! By blindly followiagdodestar the trend-followers run the risk of
being led into an entirely wrong track. As we haeen, very few if any model economy has lasted
for more than a couple of decades. At some pointieheconomies have topped their performance
curve and have difficulties in maintaining successs, either because these economies simply do
not deliver the expected output anymore or bectheseriteria established to measure success have
changed. This has happened before, and it will &aggain. If all European economies go in one

direction, gradually eradicating their institutidaiéversity, then there will be no distinct Europea
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alternative way to go if, at some point, the seldduropean model goes down. Therefore, in
Europe institutional diversity should be seen agmanvative potential rather than something which
should be eradicated (Lundvall and Tomlinson, 2@B). In the final section, attention is directed
at the alternative form of bench-marking, bottombemch-learning, which cultivates diversity and

regulated self-regulation.

4. Self-Regulation and Meta-Governance — A Way Forward

In previous sections a distinction has been matedssn top-down bench-marking, so far the most
prevalent form of soft-governance included in tligbbn Process, and bottom-up bench-marking,
which still primarily exists in rhetorical and syoikr form in various back-ground reports

describing and evaluating the Lisbon process.

A further distinction could be made concerningtiyyge of challenges handled through soft-low: are
we talking about societal problems that a relagiwssy to understand, identify and diagnose or are
we talking about more composite phenomena involeiteyge set of interconnected dimensions
that influence one another in multiple ways (vanMeer et al., 2005: 354)? Such a distinction
gives rise to a discussion about how concrete antw the bench-mark criteria can be formulated.
The question: “what counts as a success story?uh more difficult to answer if the problems
faced by the EU are complex and badly understoodeUtcircumstances like these clear
guantitative criteria for bench-marking cannot befulated. If, on the other hand, there is broad
consensus about what the problem is and how wedweabgnize success when we see one, it is
much easier to formulate quantitative criteria édfldfilled in order to achieve a measure of

Success.

A distinction could also be made regarding the llevewhich reforms need to be implemented with
a view to achieving success. Some reform processgire that a number of wide-ranging
decisions need to be made at the central levebedrmment. The classical decision-making
structures are activated in the bench-marking és&rand central authorities interact following
prescribed procedures. Other reform processes, Jerware dependent on the voluntary
contributions of multiple change entrepreneurs. i¥as the first form of reform processes relies on

existing bureaucratic structures and proceduresseicond kind of reform relies on self-governance
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and initiatives at the level of society. Combindggise two distinctions give rise to four types of

bench-marking (Table 4).

Table 4: Bench-Marking in European Economic Govene

Complex problems and solutions
Straightforward problems and and unclear criteria for success

solutions ar;(ljjccéeeirscntena for Eg. The problem is that the EU is
lacking behind USA. If the EU can
Eg. High inflation is the problem, and become the most competitive region

low inflation is an indication of in the world by 2010 it will be a seen
success as a success story
Central decision-makers with will Simple dirigisme Complex dirigisme
and Iegz:g;n dafg tt)c’; rirr\:}l;(lanSC|S|ons Top-down bench-markingy setting Top-down bench-markingy
guantitative targets and imposing enthusing convergence around
Eg. Central bankers, ministers and sanctions politically selected success models
parliamentarians Eg. Stability and Growth Pact Eg. Kok recommendations

. . Complex voluntarism
Simple voluntarism

Independent, society-level actors Bottom-up bench-markingy

with skills and capacity to engage in Bottom-up bench-markingy o :
. - o . .| providing a framework for learning,
self-governance need to be involved providing criteria for receiving publig db ; facil d ided
o ' 00ds and by acting as facilitator and idea-
Eg. Scientists, SMEs, trade unions 9 generator (meta-governance)
and finance Eg. Applying for structural funds,

Eg. An alternative route for the

research funds etc Lisbon proces?

In the first quadrant, the procedures related éoStability and Growth Pact exemplify a certain

kind of top-down bench-marking premised on the idhe it is easy to distinguish success from
failure, and that it is easy to make a limited grofiindividuals accountable for the reform
processes. As Hallerberg notes in his contributbotiis book, these premises may be fraudulent. It
Is, however, similar kinds of premises that Wim Kekommends being applied in the Lisbon
process. This takes us to the second quadrantewthisrecognized that the problems faced and the
goals established by EU-decision-makers are vepyassive. The progress achieved as regards
growth, jobs and social cohesion has so far beatest@nd much too slow, as a result of which the
recommendation to overcome that complexity ange®d up reform processes is to inject more
coordination, more simplification and more conirdb the Lisbon process. Both of these top-down

processes induce institutional convergence. Aniegkgliccess criterion for the European
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Economic and Monetary Union is that inflation rat@se come down to the same low level all over
the Euro-area. Although the inflation level amongdzinsiders cannot be said to be lower than
among a large number of Euro-outsiders, the Eusdoean a success to the extent that Euro-area
inflation levels have been stabilized around thmeesbow point. Some extent of institutional
convergence will also result from a Lisbon proaasse explicitly constructed to foster institutional

emulation across borders.

In the third quadrant, we are again faced with |enwis that are well understood. The new thing is,
however, that to successfully implement a progna@an area pertaining to this quadrant an active
and continuous contribution from civil society isaded. To exemplify, the EU would have no
structural policy to talk off if nobody cared toy for structural fund money. To make a
successful application for structural fund moneegain set of criteria (partnership and
additionality, for instance) needs to be obserwethb applicants. This does not mean, however,
that all structural fund projects respecting theseria are similar in shape, form and purpose. On
the contrary, the criteria allow for a very largeest of institutional divergence, although the

procedural requirements are the same for all [iriolved.

This leads us to the last quadrant in which thdlehges faced by the EU are enormous involving a
very large and diverse set of actors to be suagbsshet. The preceding discussion of this chapter
has argued that innovation to a large extent requaomplexity, diversity and uncertainty. It has
also been argued that the management of complekitgrsity and uncertainty cannot be imposed
from above. Innovation requires the involvement padicipation of change agents such as the
social partners, private entrepreneurs and scisrswell as national governments (Arrowsneidt
al., 2004: 323). Finally, it could be argued that ldeking success of the Lisbon process so far can
be understood in terms of government failure resyiirom the ungovernability of European
micro-processes of innovation (Mayntz, 1993). Tiges rise to the question whether an
alternative route for the Lisbon process could bastdered a route that recognizes that complex
voluntarism cannot possibly be governed hierardlyié@m above. Rather what is needed is
maybe recognition of the fact that top-down manag@mf innovation is neither desirable nor
possible. Rather, we would expect that governaet@orks would emerge because they help to
enhance the governability of society by facilitgtimegative and positive coordination between
change entrepreneurs (Scharpf, 1994). The moveinenthierarchical government to network

governance does not mean that the EU abdicatedatsrather it means that a move has been taken
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towards what have been called, in a different cangemode of “self-regulation in the shadow of
hierarchy” (Scharpf, 1994), “meta-governed reflexself-organization” (Jessop, 1998, 2003),

“organized decentralization” (Traxler, 1995) an@dse sharing” (Crouch, 1993).

Network governance, or reflexive self-organizatioan be defined as an ongoing negotiation,
dialogue and resource-sharing between relativellyremmous change entrepreneurs with a view to
producing innovation in the broad sense of comingrt agreement of what the problem is,
developing shared ideas and world views, and eeeremes helping to propose concrete
solutions, action plans and regulatory framewodlesgop, 2003; Torfing and Sgrensen, 2006). The
good thing about network governance is that it coeres the complexity of the social world by
simplifying and categorizing models and practi@&gsestablishing a common world view key
players’ orientations, expectations, and rulesomideict are stabilized. Furthermore, and important
in relation to the Lisbon Process, network govecediosters dynamic, interactive, generative social
learning. It does so by emphasizing continuous exm@atation and feedback in an ongoing
examination of the very way organizations go aluiining and solving problems. Generative
learning, unlike adaptive learning through blinghgimg, requires new ways of looking at the

world. Finally, network governance fosters coortialsaction across time and space by
transcending the frontiers between national aretmaitional, private and public. Complex
voluntarism needs not, therefore, be anarchic.H@rcontrary, network governance may contribute

to reducing complexity and enhancing governancecéffeness (Torfing and Sgrensen, 2006).

Just as government as well as market failure mayropgve would expect that governance failure
will occur (Jessop, 2003). This leaves an openespabe filled by the EU. Since bottom-up bench-
markingconsists improviding a framework for learning, and in actirgyfacilitator and idea-
generator promoting true innovation, the role & BU will not, as suggested by Wim Kok and his
expert group, be substantial coordination and cbriRather it will consist of “meta—governance”
(regulated self-regulation) that uphold the cowdisi under which change entrepreneurs can interact
with relative autonomy (Sgrensen, forthcoming). iRstance, the EU might provide and guarantee
the legal framework for self regulation. It canyide the ground rules for network governance and
a regulatory order in and through which changeegmémeurs can pursue their aims. In this sense,
the EU keeps de-central innovation processes ok by providing a “shadow of hierarchy”
(Scharpf, 1994: 40). The EU can establish criteniavhom can take part in network governance

and it can re-balance power asymmetries in govemantworks by strengthening weaker forces in
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the interests of social cohesion. The EU can alsuige the framework and physical infrastructure
for ongoing dialogue and coordination between cbagrepreneurs and between sector- and
country-specific innovation systems. It is alsogible that the EU can act as a meta-governor by
injecting knowledge and information into innovatiprocesses in governance networks; and the EU

can handle disputes arising in the process of iatioy.

In this way, meta-governance is all about seekingnibedding self-regulation thereby conferring
on the EU an entirely new role in the area of Eaewpinnovation. However, the EU is just one
participant among others in a pluralistic systerkofopean economic governance and it has to find
its own ways in which it can contribute its ownaesces to decentralized innovation in a complex
world. As the range of governance networks, puptigate partnerships, and other modes of soft
governance expands, the EU possibly remains thiedinong equals. Public money and law will
remain important in underpinning the operationedf-segulation. The EU’s involvement, however,
will become less hierarchical, less centralized less directive in character (Jessop, 2003: 6. Th
EU will be taking the form of anrganizingstatewhich is less keen on running things “from
above” through top-down bench-marking and moreé@sted in enabling and monitoring self-
regulation. This it does because it realizes that complex world it is dependent on mobilizing all
kinds of resources among private change entrepremeul because it needs to keep de-central

innovation processes on track with a view to seytire larger public.

In conclusion, economic reforms are undertakenyavieere in Europe, and at all levels of
governance. Some of these reforms are inducedebi MU process, particularly in the run-up to
EMU membership, others result from member-staigsgrto upgrade their institutional
competitiveness in the wake of globalization. Bithérto quite few of these reforms directly
emanate from the Lisbon process. As a result effthived relationship between the Lisbon process
and European innovation Summit conclusions and Cigsiam white papers and programs have in
recent years put new impetus on economic growtipJ@yment and social cohesion. This chapter
has argued that contrary to the structural refdiraswere undertaken as part of the EMU process,
the micro-processes needed to invigorate true iath@v may have as a consequence that the EU
should take on an additional role in the governaidbe European Economic polity, one as a
metagovernor. This implies that when it comes &dong innovation classical hands-on, top-down
governance is being replaced by encouraging haaklesh Emphasis is put on the provision of a

framework that supports, consolidates and coordgmiteraction between autonomous change
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entrepreneurs in self-regulating governance netsvtitét transcend sectors and borders.
Metagovernance also implies that a large measurestifutional diversity is not only accepted but
even encouraged in the European economic polititoBoup processes of innovation will thrive
on the border between order and anarchy, and tiielead in all sorts of directions exploiting
existing institutional capabilities as well as depeng entirely new institutions. This does not mea
that European innovation processes cannot andaghotibe kept on track. Self-regulation may fail
to occur or fail to deliver. Self-regulation magalhave normative implications as a result of
exclusion and inclusion of concerned parties. Tloeee the role of a meta-governor is also one of

monitoring and embedding de-central innovation psses.

24



References

Ahmed, Pervaiz K. and Mohammed Rafiq (1998), “Ins¢gd Benchmarking: A Holistic
Examination of Select Techniques for Benchmarkimgfsis”,Benchmarking for Quality
Management and Technolqdy(3): 225-242.

Andersen, Annemarie Mgller, Niels Egelund, Torbdedaard Jensen, Michael Krone, Lena
Lindenskov and Jan Mejding (200Eprventninger og feerdigheder — danske unge i en

international sammenlignind@benhavn: Socialforskningsinstituttet.

Arrowsmith, James, Keith Sisson and Paul Margin@994), “What can ‘benchmarking’ offer the
open method of co-ordination3burnal of European Public Poligyt1(2): 311-328.

Auluck, Randhir (2002), “Benchmarking: A Tool foaéilitating Organizational LearningPublic
Administration and Developmer2(2): 109-122.

Becker, Uwe and Herman Schwartz, eds. (20BB6)ployment “Miracles”. A Critical Comparison
of the Dutch, Scandinavian, Swiss, Australian arghICases versus Germany and the US

Amsterdam: Amsterdam University Press.

Bhutta, Khurrum S. and Faizul Huq (1999), “Benchkitag — Best Practices: An Integrated
Approach”,Benchmarking: An International Journd(3): 254-68.

Butter, Frank A. C. and Robert H. J. Mosch (200Ihe Dutch Miracle: Institutions, Networks and

Trust”, Research Memorandymo. 18, June 7, Vrije Universiteit, Amsterdam.

Campbell, John L (2004Mstitutional Change and GlobalizatipRrinceton: Princeton University
Press.

Cerny, Philip G. (1997), “Paradoxes of the CompmtiState: The Dynamics of Political
Globalization”,Government and OppositipB2(2): 251-274.

Cerny, Philip G. and Mark Evans (2004), “Globalisatand Public Policy Under New Labour”,
Policy Studies25(1): 51-65.

Christensen, Tom and Per Leegreid, eds. (200@8pnomy and Regulation. Coping with Agencies
in the Modern StateCheltenham: Edward Elgar.

25



Crouch, Colin (1993)industrial Relations and European State Traditio@ford: Clarendon

Press.

Crouch, Colin (2005)Capitalist Diversity and Change. Recombinant Goaeane and Institutional

EntrepreneursOxford: Oxford University Press.

de la Porte, Caroline, Philippe Pochet and GrahaonR(2001), “Social Benchmarking, Policy-
Making and New Governance in the EUdurnal of European Social Policyol. 11, pp. 291-307.

Dyson, Kenneth (2000Y},he Politics of the Euro-Zone. Stability or Breakah® Oxford: Oxford
University Press.

IMF (2000),IMF Survey 10 January.

Jessop, Bob (1998), “The Rise of Governance an®igleof Failure: The Case of Economic

Development” International Social Science Journalo. 155, 29-45.

Jessop, Bob (2003), “Governance and Metagovern@t®eflexivity, Requisite Variety, and
Requisite Irony”, published by the Department o€iSlmgy, Lancaster University, at

www.comp.lancs.ac.uk/sociology/papers/Jessop- Gavere-and-Metagovernance.pdf

Juel, Knud, Peter Bjerregaard and Mette MadsenQ20Mortality and Life Expectancy in
Denmark and in Other European Countries. What {gdaing to Middle-aged DanesThe
European Journal of Public Healti0(2): 93-100.

Jorgensen, Jeppe F. and Jochen Schultz zur Wi286B6)(Wie Sozial ist Europa? Eine Kurzstudie
zur Sozialen Lage in der EDusseldorf: Hans-Bockler-Stiftung (www.boeckleypdf fof/S-
2006-808-4-1.pdf)

Katzenstein, Peter J. (198%mall States in World Markets. Industrial PolicyHorope Ithaca:

Cornell University Press.

Katzenstein, Peter J. (2006), “Denmark &mdall Staté's in John L. Campbell, John A. Hall and
Ove K. Pedersen, ed®ational Identity and the Varieties of Capitalisiie Danish Experience
Copenhagen: Djoef Publishing, pp. 431-440.

26



Kirby, Peadar (2004), “Globalization, the Celtig&r and Social Outcomes: Is Ireland a Model or a
Mirage”? Globalizations 1(2): 205-222.

Kok, Wim (2004),Facing the ChallengeReport by Wim Kok to the European Commission (Kok

report), Brussels.

Kyro, Paula (2003), “Revising the Concept and Foofmf8enchmarking”Benchmarking: An
International Journal 10(3): 210-225.

Lodge, Martin (2005), “The Importance of Being Modtelnternational Benchmarking and
National Regulatory InnovationJournal of European Public Poli¢yt2(4): 649-667.

Lundvall, Bengt-Ake and Mark Tomlinson (2002), ‘énbational Benchmarking as a Policy
Learning Tool” in Maria J. Rodrigues, ethe New Knowledge Economy in Euroféeltenham:
Edward Elgar, pp. 203-231.

Mayntz, Renate (1993), “Governing Failure and trebfem of Governability: Some Comments on
a Theoretical Paradigm”, in Jan Kooiman, &lodern Governance. New Government-Society

Interactions London: Sage, p. 9-20.

McMahon, Fred (2000Road to Growth. How Lagging Economies Become ProsgeHalifax:

Atlantic Institute for Market Studies.
OECD (2005a), “Economic Survey of Ireland, 2008b6Jicy Brief March, Paris: OECD.

OECD (2005b), “Economic Survey of the Netherlar)5”, Policy Brief December, Paris:
OECD.

OECD (2006a), “Economic Survey of Denmark, 2008dicy Brief May, Paris: OECD.

OECD (2006b)OECD Factbook 2006: Economic, Environmental and&@&@tatistics Paris:
OECD.

Olson, Mancur (1990}ow Bright are the Northern Lightd2und: Lund University Press.

Ougaard, Morten and Richard Higgott, eds. (2008)yards a Global PolityLondon: Routledge.

27



Radaelli, Claudio (2004), “The Diffusion of Regulat Impact Analysis — Best Practice or Lesson-
Drawing”? European Journal of Political Researc#3(5): 723-748.

Radaelli, Claudio M. (2003), “The Open Method ofo@dination. A New Governance Architecture
for the European Union"Preliminary Report no. 1Stockholm: Swedish Institute for European
Policy Studies.

Room, Graham (2005), “Policy Benchmarking in thedpean Union”Policy Studies26(2): 118-
131.

Rose, Richard (1993)esson-Drawing in Public Polig\Chatham: Chatham House Publishers, Inc.

Salverda, Wiemer (1998), “Is There More to the Dhutiracle than a Lot of Part-Time Jobs?”

unpublished manuscript, Faculty of Economics, Ursitg of Groningen, Netherlands.

Scharpf, Fritz (2001), “Notes Towards a Theory aflfilevel Governance in Europe”,
Scandinavian Political Studig24(1): 1-26.

Scharpf, Fritz W. (1997), Games Real Actors Pl#ctor-Centered Institutionalism in Policy

Research, Oxford: Westview Press.

Scharpf, Fritz, W. (1994), “Games Real Actors Cdrlay, Positive and Negative Coordination in
Embedded Negotiationsdpurnal of Theoretical Politics6(1): 27-53.

Schmitter, Phillippe C. (1979), “Still the CenturfCorporatism?” in Philippe Schmitter and
Gerhard Lehmbruch, ed3.rends Towards Corporatist Intermediatideverly Hills: Sage
Publications, pp. 7-52.

Sgrensen, Eva (forthcoming), “Local Politicians &uministrators as Metagovernors” in Martin
Marcussen and Jacob Torfing, ed@®@mocratic Network Governance in Eurgpendon: Palgrave-

Macmillan.

Torfing, Jacob and Eva Sgrensen (2006), “HarmompUdgh Network Governance?” paper
presented at the international workshop “Governdoicelarmony: Linking Visions”, Hong Kong,
9-10 June.

28



Traxler, Franz (1995), “Farewell to Labour Marketsésciations? Organized Versus Disorganized
Decentralization as a Map for Industrial Relatigns”Colin Crouch and Franz Traxler, eds.,

Organized Industrial Relations in Europe: What Ret2lAldershot: Avebury, pp. 3-19.
United Nations (2005)Vorld Economic and Social Suryéyew York: UN.
UNCTAD (2005),World Investment Report 2008ew York: United Nations.

van der Meer, Marc, Jelle Visser and Ton Wiltha(®005), “Adaptive and Reflexive Governance:
The Limits of Organized Decentralizatiof2uropean Journal of Industrial Relatiankl(3): 347—
365.

Wanlin, Aurore (2006)The Lisbon Scorecard VI. Will Europe’s Economy Rigain?, London:

Centre for European Reform.
WEF (2006) Global Competitiveness Report, 2006-200/6rld Economic Forum.

World Bank (2006)Poing Business in 200&Vashington, D.C.: The World Bank.

Endnotes

! A definition of the degree of polityness couldlirde (i) whethercommon institutions are being founded, (ii)
whether common regulation is being produced, andsnether common discourses are being
constructed (Ougaard and Higgott, 2002: 2-3). Hsetwo elements of the European economic
polity — different types of regulation and sharetbrm discourses - are of particular concern for
this paper.

2 The European Council met in Brussels on 25 and 2@M2004 for its annual meeting on the Lisbon sgatnd the
economic, social and environmental situation inlinéon: europa.eu.int/abc/doc/off/bull/en/2004080%.htm

3 europa.eu.int/growthandjobs/pdf/kok_report_en.pdf

v The five indexes that are listed and comparediintéible are directly, and on an aggregate lesajeting the

guestion of institutional competitiveness. Otheteixes could have been chosen, such as the Transpanéernational
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Corruption Perception Index 20qBww.transparency.org/policy research/surveys ceslcpi/2005); Th&conomic
Freedom of the World Index, 200Bww.freetheworld.com/2005/2005_Full_Report.pdifie Global Business Policy
CouncilFDI Confidence Index 200&vww.atkearney.com/shared_res/pdf/FDICI_2005.t§,A.T. Kearney/Foreign
Policy Globalization IndeXwww.foreignpolicy.com), the EIL2006 e-readiness ranking
(a330.g.akamai.net/7/330/2540/20060424215053/geamiil.com/files/ad_pdfs/2006Ereadiness_Ranking WR.p
and the Hans Béckler Stiftung®ocial Qualityindex (www.boeckler.de/pdf fof/S-2006-808-4-1.pdjlding these
supplementary indexes to the five applied in thédasranking exercise confirms the overall rankihmstitutionally

competitive states of the world.

In somewhat more diplomatic language, OECD speitstte central problem in the following

way: “Ireland has continued its exemplary econopgicformance, attaining some of the highest
growth rates in the OECD. After a remarkable decpde-capita income has caught up with and
overtaken the EU average. ... But it also faces semees that are less common: it is going through
a transition phase in upgrading its social seryic#sastructure levels need to catch up with the
boom in activity and population that has occurreerdhis period; and it has to manage some

sizeable macroeconomic risks [housing prizes]” (DE2005a).

¥ The concern about social matters in Ireland isshated by a recent multiple criteria bench-marletimed by the
German Hans Boéckler Stiftung (Jérgensen and WieXa®6). Under the headline “Wie Sozial ist Europaf?é report
compares the 25 EU member-states on 35 criterieecnimg income distribution, social security, irgsan on labor
markets, coverage and quality of educational syshermlth care systems and social mobilization. t€hecountries
with the highest scores are: (1) Denmark, (1) Swe(® Ireland, (4) the Netherlands, (5) Finlarg), l(atvia, (6)

Slovenia, (8) Lithuania, (9) United Kingdom and Y T@yprus (www.boeckler.de/pdf fof/S-2006-808-4-%)pd
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