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Global Market and Public Governance
iIn Europe

Luca Bisid’

Abstract

The relationships between the governance of plioldies and stakeholders is of
essential importance, independently of the diffeagiministration systems existing
in Europe.

Therefore the Nation-States are: losing power winilaintaining considerable
influence; trying to govern the complex dynamicabak between global network
pressure and the growing press on local identities.

In this scenario, answers coming from Nation-Stategovernance models go in
the dual direction of: developing supra-nationaktitutions to retake their role
with respect to global networks; decentralising auistrative power to a regional
and local level, so to reaffirm their internal Iéignacy.

Keywords: Public Governance; Nation-States; Stakeholderspfigan Union
Governance Principles; Global Markets

1. Principles of Public Governance in Europe

The importance of what has emerged from studiesogomorate governance in the
private sector has caused the debate to widen ggsigely and extend to public
administration governance problems. In particutag problem of relationships
between government, departments, public bodiestakdholders (both inside and
out) is of essential importance, independent ofdifferent administration systems
existing in Europe.

This is true for:

» the Italian system (and others similar) where tedieal and horizontal
‘subsidiarity’ principlé is applied extensively and the distinction between
policy, control (political authority realm) and nagement functions
(assigned to management) seems to be deep rodtddash from a
regulatory point of view;

= the French model, where managerial power is irmtdrels of mayors and
the degree of administrative decentralisation it that well developed
especially if compared to Germany where the weightlands is
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considerable and local administration, already gaesl their own
functions, can intervene following further delegatifrom the lands
themselves.

1.1 European Commission principles

The first step towards handling governance at aasngtional level was taken by
the European Community Commission which announcee fgovernance
principles (Figure 1) in a White Paper. This intetido create ‘the foundations for
democracy and legality in member States’ and caappdied ‘at all government
levels: global, European, national, regional ar@lo Above all, it established that
institutions must operate in a more open mannesstmmake an active effort to
better explain, using accessible, understandalolgukege for the general public,
what the EU does and what the decisions it makasisoof. It must, therefore,
increase citizens’ faith in complex, difficult taead’ institutions (‘Openness’
Principle).

Figure 1. European Union Governance Principles

| Description

Institutions must operate in a more open manragether with
member States, they must make an active efforettebexplain,
using accessible, understandable language for éhergl public,
what the EU does and what the decisions it makasisoof. This
principle is really important if the EU wants tociease citizens’
faith in complex institutions.

Openness

Quality, pertinence and effectiveness of EU peBcidepend on
generating ample participation during their lifeéimfrom first
draft to implementation. Greater participation wiltrease faith in
the final result and in the institutions issuinge tpolicies. For
greater participation, central administration mtrgt to involve
citizens in drafting and implementing EU policies.

Participation

Roles within legislative and executive processestroe defined
more clearly. Each EU institution must explainriéée in Europe
Accountability and be accountable for it. There is a need fortgredarity and
responsibility from member States and from all thtaking part at
all levels in drafting and implementing EU policies

EU policies must be effective and timely, prodagcitme results
required based on clear targets, assessing thanefimpact and,
Effectiveness where possible, past experience. In order to becifk, policies
need to be applied proportionally and decisions eraidthe most
opportune level.

EU policies must be consistent and easy to ura@siThere is a|
growing need for consistency: ever more tasks haee done. A
wider EU will increase the differences; challengash as climate
change and demographic decline go beyond the oafethose
sector polices the EU was built on. Regional anallacithorities
are becoming more and more involved in EU polid&ansistency
needs political leadership and institutions takiegponsibility in a
decisive manner to ensure consistency within a dexgystem.

Consistency

Source: European Commission Governance White PBpgssels, 2001.
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Second, emphasis is placed on how the qualityineexte and effectiveness of
EU policies depend on the ample participation tgegerate during their lifetime,
from first draft to implementation. The greater tharticipation, the more faith
exists in the final result and in the institutioissuing policies (‘Participation’
Principle).

The accountability concept is no less importantleRowithin legislative and
executive processes must be defined more cleadygh EEU institution must
explain its role in Europe and take responsibfiityit. However, there is a need for
greater clarity and responsibility from member &atoo, and from all those
involved at all levels in drafting and implementigg) policies (‘Accountability’
Principle).

Responsible action must lead to the drafting ofeaive, timely policies
producing results required based on clear targetgssessing their future impact
and, where possible, on past experience. In oalbeteffective, policies need to
be applied proportionally (tools suited to the msg) and decisions made at the
most opportune level (‘Effectiveness’ Principle).

Finally, the Commission places emphasis on the that EU policies and
intervention be consistent and easily understarddltlis is motivated by the fact
that there are ever more tasks to be implementédwilening will increase
differences. Regional and local authorities aréirggincreasingly involved in EU
policies (‘Consistency’ Principle).

When the Principles are first read, one can see hlmmngside the oft repeated need
to promote greater visibility for community instilens’, strong emphasis is placed
on three basic concepts that should inspire therecbf each public administration

level.

In particular:

» effectiveness and timeliness of administrative cantj to produce results
easily comparable with purpose and targets sef@nssing on the impact
caused and not on the amount of product/servicaqed;

» transparency of and participation in decision-mgkinocesses and related
application as they are considered a lever maxngisie effect of public
policies;

= responsibility as a basis for one’s degree of actaility.

However, it can be seen how the principles in gaestoncentrate on:

- ‘company-like’ aspects (search for effectivened$iciency, transparency
etc.);

- a European governance context closely linked tgirsglinternal problems
and not too focussed on, if we do not considerdinearations of principle,
the EU contribution to global public governance elepment.

1.2 Determining Aspects of how Public Administratio Functions

In order to analyse how public administration fumas and to try and identify

governance principles that are not just ‘adaptearnf private reality models, the

link between institutional system, political systemd company system must be
considered as these are essential influencingria@fagure 2).
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Figure 2: Determining Aspects of how Public Administrationrkgo

Institutional system <:> Political system

Company system

These systems make up the principles, rules amdimsnts:

* ensuring the balance between different bodies asgect for rights and
duties inherent in relations with citizens and otlgridical subjects—
institutional system;

» through which different social interests approank another (voting system,
public party financing, etc-» political system;

» regarding activities targeted to satisfy collectieeds using administration
resources— company system

It is clear that public administration does not mow a company system,
however it is ‘both political institution and compa. Some features identifying
influence over governance can be identified.

Public administration as a weakly linked system
Public administration is made up of number of bedrhich have to satisfy
‘public needs’. Alongside representative and paditi functions, these bodies
exercise an economic function providing producsopply of goods and services
‘not for sale’ and at least partially unbound by tharket.
The reasons why public administration exists agegtore linked to:
- evident collective needs, not entirely pre-deteedibut dependent on both
historical and contingent conditions;
- the need to single out, promote and implement bettg/s to satisfy these
needs, combining the resources and skills of tiferdnt public and private
players present in society.

The degree of economic effectiveness and soci@paability created by the fact
that public bodies carry out specific activitiesstead of other alternative
intervention modes is also part of these reasdnther words, it can be said that
public, collective needs definitely exist in allcseties, however they cannot be
defined in a rigid, deterministic manner. They esg@nt complex, variable human
and social results. Some needs can be called guas public bodies and
institutions have proved their ability to interveme a way preferable to other
available alternativés

Edited by: ISTEI University of Milan-Bicocca ISSN: 1593-0319

72



© SYMPHONYA Emerging Issues in Management, n. 0420
www.unimib.it/symphonya

Hence public administration must be consideredrabioation of bodies linked
to varying degrees, however all with mutual autopoifhis reality is decidedly
different from the picture of public administrati@s an entity or unitary subject
and as a ‘system’ in the strong sense. It is thssim of coordinated elements
integrated by a ‘centre’, the expression of singlell defined objective. It can be
considered as an approach to a ‘weakly connectstray with institutions and
their own independent goals taking part. This vias a stronger basis today as the
political-institutional system model leans towafdderalism and subsidiarity, and
towards acknowledging vast areas of independen@sisidn-making and
administrative decentralisation for local and regidinstitutions.

This outlook shows that European Commission detaatitns are, on the one
hand, essential however, at the same time, they toeeeflect greater analysis of
institutional, political and company systems.

Institutional system

At an institutional system level, relationshipsvibe¢n European institutions must
be reconsidered as they are still based on traditicNation-State operating
mechanisms. The so-called ‘community metAaliffers from complexity caused
by the need to represent, at institutional levelp Wifferent legislative power
spheres: the citizens’ legislative power sphererqfean Parliament) and the
member States’ legislative power sphere (CounciMafisters). This inevitably
creates the need to regulate power relations betwesse two bodies (with the
parliamentary side often in a weak, subordinate)rahd between them and the
European Commission. This problem leads to the éexitp and inertia of
decision-making processes and reflects on relatibesveen European and
national, regional and local institutions.

Political system

At a political system level, the Parliament roledafunction need to be
considered. The direct citizen representation Eesopinstitution (thus, at least
theoretically, it should be closer to them), besidmiffering from the same
problems affecting local and national elected asdiesn (summed up in the
inability to effectively exercise an effective, &y leadership and political control
role), still suffers from problems with its suprational institutional make-up:

- low effective representation in Parliament of Ewap citizens’ interests as
European parties are incapable of being a dialane direct aggregation
channel. These political groupings are created uiting existing traditional
parties in the different States together and dogattdirect citizen consent
and legitimisation. Citizens often do not know thexist. Because of this,
parties cannot put forward a clear, visible Europealitical project;

- furthermore, one can still see a clear pre-eminefc&tional over European
interests in the creation of electoral consensuschar@sms. This is
demonstrated by:

* messages from the various political forces duriaggaigns in the
recent European elections, all generically tendongupport national
interests in Europe instead of proposing Europesal Isolutions and
projects;
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» the really rare cases of European member canditieiag elected in
state constituencies that are not in their stataigfin.

These irregularities directly involving the EuropeRarliament are joined by
more general considerations on how citizens takeé jpa European decision-
making. Here it ought to be said that citizens,des being very rarely involved,
still take part as citizens belonging to EU staded not as ‘Europeans’. A clear
example of this comes from how the European Cantit is approved. A
Constitution on which not all Europeans are cali@@gxpress a vote as whether
they should be involved through referendum has He#into the discretion of
individual member countries. Hence the French canchlled on to express
themselves over the constitutional Charter buttinetitalians. This example, along
with all the other situations when election reswesre considered as the sum of
individual member state results instead of a Ewropevel choice process, leads
one to think that the EU is still more of a ‘Stdtamocracy’ rather than a ‘citizens’
democracy’.

Company system

At a company system level, the political-institu@ system model pushing

towards federalism and subsidiarity generates timtegration needs:

- different government levels present in the sama @), State, regions, local
authorities) need to be governed. This creates risie of overlapping
intervention. This split can be motivated by diffiet needs to be satisfied or
by several levels present in a need satisfactidiorgctypically, a stage
defining general conditions and principles of pabhitervention in a certain
problem area followed by a concrete organisatienyise and intervention
management stage

- other important strategic and organisation integnaproblems involving
public institutions at the same level finding thetwes operating in adjoining
spaces. This problem, traditionally involving loaalthorities belonging to
the same geographical area within a state, is begpmportant for relations
between local authorities and regional governmémi®nging to adjacent
geographical areas but subject to the sovereigrtifferent states;

- a further important inter-institutional integratioreed concerns policies and
intervention by different authorities in the sanoeial area. This is the case
for a lot of social intervention where problemseatfterritories with different
institutions and require joint operations from paband private bodies
operating in a specific sector. This kind of intestitutional relationship also
considers relations between public and privateoseavhen handling social
problems, and is becoming more important becausdeofcomplexity and
interdependence of need situations the public sbet®to deal with.

The social and economic complexity of problems te@aby society means
abandoning rigid, institutional frameworks. Thege &ased on increasing and
multiplying general coordination super-organisasiomith a tendency for formal
control and authorisation, and hierarchical domamabf central government over
local authorities. This is a model that traditidpatharacterises Nation-State
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governance systems and which has often been treadf® European institutional
operating mechanisms.

In this situation, there must be a move towardsegmance systems giving
greater priority to flexible operating mechanismasgbvern relationships between
the different ‘public arena’ players.

Thus, the importance of inter-institutional relagoleads to placing individual
public authority action within joint strategies aadtion lines to handle common
problems. These strategies are often not formabksedevolve continuously. They
should lead to dialogue, exchange and integraticocgsses between public
institutions (at different levels) and the variosscial partners. This would be
based on rationalised decision-making procedurasedhby all players called to
choose, draft and implement strategies.

These decision-making procedures become an edsentiegration and
coordination tool. They flank a lean, clearly-defihpublic player system, with no
multiplying of decision-making levels and intermate authorities, and are able to
talk with all interested parties effectivély

In a context of this kind, what is common to alffelient administrations and
what makes them ‘a system’ is the will to creatdlipuvalué, to satisfy all
interested party needs. This results from the tfzatt administration legitimisation
comes from the capacity to create value for socaaty get results that are worth at
least as much as the resources used and persee@dbiin restrictions involved.

All this shows the complexity involved in integragi organisations that are goal-
wise ‘unitary’ but weakly connected to one anotheith variations in electoral
systems and cycles, and with organising playersrtiat are not always accepted
and at times difficult to interpret.

1.3 The Limits of a Eurocentric View

The second governance element to be analysed, diwgoto the European
Commission, is the need to consider principlesnagefifor member states within a
‘global’ context.

Reading the White Book highlights awareness thatBbl must cut itself a role
within the world governance debate. However, sohgiproposed do not go much
beyond the need to ‘fully acknowledge the imporéaatthe world dimension’, to
strengthen ‘its own voice in multilateral negotais’ and the awareness that ‘the
EU must speak as one: must strengthen representatinternational and regional
arenas, even on economic, financial governance etivironment, development
and competition policie$’

The lack of more specific direction on influencitige global aspect of public
governance is mainly due to the strategic oriematutlined in the White Book.
Orientation by which ‘the Union’s first step must o successfully implement
governance reform at home, and then push for cisasigeternational levef.

Furthermore, an approach of this kind, definiteblid at the time the White
Paper was published (August 2001) can now no lomgerconsidered viable
following September the 11 That led to an even more pressing need for the
European Union to take on a strong, clearly ackedgéd player role over global
problems. Problems that need to be handled meltdly mean coordinating the
actions of different states (with resulting sovgnty limits) and strengthening the
credibility of international agreements and ingiétns™.
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From this point of view, the outlook is changingidly; hence global reality
interpretation models in which public institutiomgerate have to be re-thought.

Let us start from a statement that was valid ftorey time: ‘the specificity of a
capitalist State lies in the fact that it absorbsia time and space, determines
space-time matrices and monopolises time and spa@misation’, turning them
into dominion and power networks through its actidhus the modern nation
proves to be a product of the Statelf a concept like that could have been shared
at some point, today we can say that ‘State comver space and time is by-
passed more and more by the global flow of capgagds, services, technology,
communications and informatith

‘Global networks operating in widened competitiy@mses (adding value to and
exploiting intangible assets, brand assets, inftonasystems and company
culture) have access to market information thatasextended and sophisticated
that they often find themselves contending as theed of who sets local
development guidelines with governméfits

We therefore find ourselves faced by a Nation-Staeis:

» losing power while maintaining considerable influen
» trying to govern the complex dynamic balance betwg®bal network
pressure and the growing push from local identities

In this framework, answers coming from Nation-State governance models go
in the dual direction of:
» developing supra-national institutions to retakeirtiiole with respect to
global networks;
» decentralising administrative power to regional dochl level, thereby
restating their ‘internal’ legitimacy.

The ‘global’ outlook in which governance philosoplsy growing is outlined
below. Promoting the vision ‘going beyond the Uni@nstill not clearly outlined
when reading the European Commission principles.

2. Difficulties lying behind ‘European’ Governance

The need for a global vision is motivated by pressxogenous factors place on
individual Nation-States. These, on the one harelddficult to govern and, on the
other, cross European borders and becoming pathefwhole globalisation
process. Let us endeavour to analyse some reasotine fNation-State weakness.

Critical economic policy aspects in government

Individual Nation-States are losing and will golosing direct control over their
economic policie¥. Within the Union, the Central European Bank desian
monetary policies and related reference rates.vidal State intervention
autonomy is limited to deciding on expenditure witlspecific macro-economic
parameters set by the monetary authority.

At the world level, we are faced by an essentidt bhetween the dollar, yen and
Euro - a link creating a basic element in maintagnturrency market balance and,
consequently, that of investments and global coroeeét is obvious that if the
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exchange rate is systematically dependent so aree-after the other - monetary
policies, prime rates and budget policies.
All this is associated with:

* production trans-nationalisation and the resultingbility of Nation-
States to maintain the productive base neededeatecirevenue within
their borders;

» the national tax system basis.

In a context such as this, it is difficult to spe&fkfull’ individual Nation-State
control over economic policies.

Dependence on global financial markets
Analysis of macro-economic dataighlights two trends:

» despite public needs and regulating functions rpl@ss weight, States
maintain an important role within the global systérhis leads to having
to cover expenditure with tools that are not oaly based;

» these needs mean growing use of foreign loans.

Hence, as a whole, the intertwining national ecaesmand Nation-State
financial dependence on global markets and on aafptwing in from ‘outside
borders’, have created the conditions for an iragonal-level fiscal Nation-State
crisis.

Welfare state crisis

Over the last fifty years, European states have lbegtimised through welfare
policies adopted - policies that are now becomingremand more difficult to
defend.

Global enterprises find themselves operating inoatext where the critical
success factor becomes manufacturing in countrileseviow labour costs, weak,
non-existent safety regulations and environmemtah-policies’ ensure maximum
cost containment. In addition, the quality supetyoof labour present in advanced
economies is no longer important and prohibitiohgmes that once raised the cost
of imported products are no longer effective.

‘In an economy where basic capital, goods and sesvimarkets are well
integrated globally, there is not much space l&ftsiocial policies that really differ
from one another (and above all, of great impoangiven the relative equality of
labour productivity levels and production qualityVelfare, to survive, must link
itself more to growth in productivity (in productipinformation and knowledge
terms) to create a virtuous circle between socmlestment and economic
development.

The state must encourage development, and thuanegelthrough a difficult,
innovative interface role between ‘nation’ needd #re global context it is forced
to be part of.

Loss of control over media and communications

‘Control over information and events — and througkem also opinions and
images - was the main state power tool, destindzktperfected in the mass media
erg”.

Edited by: ISTEI University of Milan-Bicocca ISSN: 1593-0319

77



© SYMPHONYA Emerging Issues in Management, n. 0420
www.unimib.it/symphonya

Today, the Nation-State is faced with three sitretiundermining that power:
* globalisation and interlinked ownership outside ioflividual State
control;
» technology flexibility and pervasiveness makingmpossible to regulate
and control information completely;
* media autonomy and variety. Growth in local andiaegal media
strengthens its role and makes it a player otheliamaust relate to.

In addition, diversification in communication modesedia linked together in
digital hypertext, the impossibility of full contramver satellites and computer
communications have made traditional forms of adnénd regulation obsolete.
‘Nowadays media is of greater importance when hiens its independence. We
can say that ‘globalisation/localisation of mediad aelectronic communication
correspond to the denationalisation and outing fetate control of information,
with the two trends not, as yet, separahle

Globalisation of organised crime
Concerning the problem of organised crime and idda& Nation-State
strength/weakness against it, the most criticaineld is not its pervasiveness or
impact on politics but the presence of global oiggoh crime links and their
capacity to influence international relations (emmic and political) resulting from
the size and dynamism of the criminal economy. Téwsls to the risk of Nation-
State de-stabilisation caused by various crimenasses - from trafficking in
drugs, arms, technology and organs to slave tkifiic and the introduction of
new, organised forms of slavery.
The impact of crime globalisation on Nation-Stateslves (and weakens) them
in three ways:
» the degree organised crime has infiltrated theerbfit State structures
and levels (central, regional or local);
* quality and effectiveness of cross-border relati@epending on the
degree of crime fighting cooperation between them;
» weight of financial flow from criminal sources ometentire Nation-State
economy.

3. Public Governance Prospects in Europe

The above consideration seems to highlight the fe@edome sort of European
State governance that, though inspired by Europ@ammission Principles,
crosses continent borders so as not to be overvagely exogenous push along
with endogenous problems. Endogenous problems spewfically from creating
new supra-national institutions (at European leaekl from centrifugal processes
started by administrative decentralisation stremgithg regions and local
authorities.

At a global level, (thus exogenous from our ‘Eur@peobservation point), the
greater risk is that of a definitive move from USISSR bi-polarism in managing
world balance to ‘unilateralism’ exercised by thaitdd States exceeding any
potential multilateral power Europe is making afoefto achieve.
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The main challenge to multilateralism comes frone tHS, even more so
following September the 11 This is because the USA is a military superpower,
the second biggest economic region in the world siild the main production
centre for knowledge and technology innovation. Aoa unilateralism, highly
evident in environmental policies (see non-ratifma of the Kyoto protocol), in
commercial policies and, above all, in military egggion, introduces a basic
contrast within the international system. While uss are inter-dependent,
managing them suffers from the unilateral Ameriapproach in imposing its hard
power even at the cost of exhausting its soft poevedit (cultural influence) -
ending up by destabilising that multilateral int#ran which world balance
depends off.

If Europe really wants to pick up the globalisaticdmallenge by ‘becoming the
world’'s most competitive, dynamic knowledge econpmgble to grow
economically in a sustainable manner, accompanyeichproved quantitative and
qualitative employment and greater social cohésidgh must become the main
player in building new global governance by:

» trying to lead USA unilateralism towards multilateconfrontation, and
giving space and credibility back to internatiomestitutions;

* giving meaning to governance principles declarednojvidual Nation-
States.
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Notes

! The ‘subsidiarity’ principle is sanctioned by tBenstitution. In particular for:

- ‘vertical’ subsidiarity you should refer to art. & litem 1: ‘administrative functions are
attributed to Town Councils except if, to ensurétany implementation, they should be
assigned to Provinces, Metropolitan Cities, Regiansl State, based on subsidiarity,
differentiation and adequacy principles’;

» ‘horizontal’ subsidiarity you should refer to a8 item 4: State, Regions, Metropolitan
Cities, Provinces and Town Administration encouraginomous initiatives by citizens,
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