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Summary

This report sums up a study conducted by the Institute of Public Affairs (IPA) within the
NEWGOV Cluster 3 consortium dedicated to analyzing governance in agencies implementing
the EU Common Agricultural Policy (CAP) and the rural area development policy. The study
was conducted in 2006/2007 in three new EU member states: Lithuania, Slovakia and Poland.
It aimed at analyzing the process of Europeanization of public administration - of changes in
public institutions occurred as a result of the execution of EU policies and implementation of
EU laws. We also wanted to find out if Europeanization processes introduced new modes of
governance into the administrative practice.

The effectiveness of Europeanization processes in the studied countries was conditioned by
several factors. The leading factor was the force of external pressure, i.e. the binding “hard”
law of the European Union and asymmetry of power between EU and national institutions.
Europeanization was also conditioned by internal factors: institutional system, administrative
tradition and culture, as well as dominant social interests. When it came to new modes of
governance, external impact proved weak and self-contradictory. The fundamental contradic-
tion of Europeanization resides in a conflict between the gate keeper logic (which reinforces
the hierarchical nature of governance) and new modes of governance (which encourage
breaking away from hierarchical ways of operating). This is why the key role in implementing
new modes of governance was played by national determinants, which in general were unfa-
vourable to these modes.

One of the study’s main conclusions was that processes associated with Europeanization
clashed with strong local community interests and administrative culture and tradition. In
other words, new modes of governance were passed through the sieve of local administrative
tradition and culture, and were confronted with dominant local interests. As a result, for ex-
ample in Poland, European Union assistance funds earmarked for the agricultural policy and
rural area development policy served to a large extent the purpose of agency capture, i.e. ex-
ploiting the power in executive agencies for particularistic ends. Thus, Europeanization and
application of new modes of governance did little to eliminate pathologies in administration
rooted in local political culture and nurtured by dominant local interest groups.
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l. Introduction

This report sums up a study conducted by the Institute of Public Affairs (IPA) within the
NEWGOV Cluster 3 consortium dedicated to analyzing governance in agencies implementing
the EU Common Agricultural Policy (CAP) and the rural area development policy. The study
was conducted in 2006/2007 in three new EU member states: Lithuania, Slovakia and Po-
land*. It aimed at analyzing the process of Europeanization of public administration, in other
words, analyzing changes in public institutions occurred as a result of the execution of EU
policies and implementation of EU laws. We also wanted to find out if Europeanization proc-
esses introduced new modes of governance into the administrative practice. How and to what
extent were they implemented? Or is it that public administration was more in tune with the
socialist-state administrative tradition in place until now? Can it be that Europeanization
processes reinforced that tradition?

Consequently, one of the main questions asked in the study was how Europeanization of ex-
ecutive agencies related to domestic factors that shaped the functioning of public administra-
tion. What role was played in these relations by the local political and administrative culture,
including the tradition rooted in the socialist period? How was the impact of Europeanization
modified by that tradition?

The selection of the agricultural policy and rural area development policy for our study, and,
particularly, focusing on an analysis of the performance of agencies implementing these poli-
cies, was not accidental. Firstly, the agricultural policy and the rural area development policy
are subject to a much greater European Union control than policies in other areas. This is be-
cause there exists a great number of Community laws governing these policies and because
significant EU financial resources are pumped into their execution?. Therefore, there are
grounds to assume that the extent of Europeanization of domestic institutions which execute
these policies is very wide as it is strongly supported by both regulatory and financial instru-
ments.

Secondly, examination of an agency that implements these policies is a particularly interest-
ing challenge for an analyst of new modes of governance. Indeed, specialized literature has
been so far concentrating on studies of regulatory rather than executive agencies. Meanwhile,
as mentioned earlier, Europeanization of agencies that implement EU policies in member
states is pursued not only under strict EU control but also in association with a wide-scale dis-
tribution of EU financial resources. Consequently, there are grounds to assume that the impact
of the European Commission on member state public institutions involved in these policies
would be greater and, consequently, would weaken the hierarchical relations between the
government and executive agencies. It is also possible to advance the hypothesis that Europe-
anization promoted experience-sharing between agencies located in different member states.
Both phenomena could potentially be a reflection of new modes of governance in the EU.

Comp. Fatkowski M., Grosse T. G., Skwarczynska E. (2006): Case Study of an Executive Agency in Poland:
Between Political Culture, Europeanization and Modernization Challenges, NewGov, ref. no. 17/D13; Stafe-
jeva R. (2006): Case Study: The National Paying Agency in Lithuania, NewGov, ref. no. 17/D14; Beblavy
M. (2006): Case Study: The Agricultural Paying Agency, Slovakia, NewGov, ref. no: 17/D15; http://www.eu-
newgov.org/datalists/.

2 Alesina A., Angeloni 1., Schuknecht L. (2005): What does the European Union do?, Public Choice, vol. 123,
no. 3-4, pp. 275-319.
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Il. Assumptions, hypotheses and theoretical concepts applicable to the
study

I1.1 Europeanization of public administration

Europeanization is defined as influence of the European Union on member states, particularly
on changes in the organization and performance of their public administrations®. Owing to the
requirement to implement EU policies and laws, and also in response to the growing interest
of political decision-makers in the effectiveness of these policies, member states are making
changes in their administrative structures®. These changes are inspired by the European
Commission or result from observing the equivalent experience of other member states’.
Most often they are not revolutionary and neither do they lead to a unification of administra-
tive solutions within the European Union®. Strong institutional differences persist at the na-
tional administration level. They are associated with a different historical tradition and organ-
izational culture, which shape administrative structures, legal norms as well as formal and in-
formal behaviour of the civil service’.

The transposition of EU law is arguably the most important mechanism of Europeanization.
The formula of EU law seems to play an important role in this context: (a) does it require an
unconditional and comprehensive transposition of relevant regulations to domestic law, (b)
does its implementation allow for a certain interpretative freedom by member states, (c) does
it only assume the form of directional recommendations®?

The transfer of acquis communautaire to domestic law, also to the activities of national ad-
ministration, is recognized as an example of coercive isomorphism®. This phenomenon is
rooted in the premises of rationalist institutionalism. Among other things, it analyses Europe-

Comp. Borzel T. A. (2005): Europeanization: How the European Union Interacts with its Member States, in
The Member States of the European Union, Bulmer S. and Lequesne Ch. (eds.), Oxford University Press,
Oxford; New York; Borzel T. A., Risse T. (2007): Europeanization: The Domestic Impact of EU Politics, in
Handbook of European Union Politics, Jargensen K. E., Pollack M. A. and Rosamond B. J., Sage (eds.),
London; Cowles M. G., Caporaso J. A. and Risse T. (eds.) (2001): Transforming Europe: Europeanization
and Domestic Change, Cornell University Press, Ithaca, NY; Featherstone K. and Radaelli C. M. (eds.)
(2003): The Politics of Europeanization, Oxford University Press, Oxford; New York; Mair P. (2004): The
Europeanization dimension (Review), Journal of European Public Policy, 11(2): pp. 337-348; Radaelli C.
M. (2003): The Europeanization of Public Policy, in The Politics of Europeanization, Featherstone K. and
Radaelli C. M. (eds.), Oxford University Press, Oxford; New York. See also various definitions of Europe-
anization in Olsen J.P. (2002): The many faces of Europeanization, Journal of Common Market Studies, no
40 (5).

Kadelbach, S. (2002): European administrative law and the law of a Europeanized administration, in Joerges
C. and Dehousse R. (eds.), Good Governance in Europe’s Integrated Market, Oxford: Oxford University
Press.

Comp. Olsen J.P. (2002): The many faces of Europeanization, Ibid.

More on this subject in Lagreid P., Steinthorsson R., S., Thorhallsson B. (2004): Europeanization of Central
Government Administration in the Nordic States, Journal of Common Market Studies, Vol. 42, no. 2.

See Olsen J.P. (2003): Towards a European administrative space?, Journal of European Public Policy no 10
(4), August.

8 More in D. M. Trubek, P. Cottrell and M. Nance (2005): “Soft Law,” “Hard Law,” and European Integra-
tion: Toward a Theory of Hybridity, Jean Monnet Working Paper 02/05, NYU School of Law, New York.

Thatcher M. (2002): Delegation to Independent Regulatory Agencies: Pressures, Functions and Contextual
Mediation, West European Politics, vol. 25, no. 1, pp. 125-147; Radaelli C. (2000): Policy Transfer in the
European Union, Governance, vol. 13, no. 1, pp. 25-43; Thatcher M., Stone Sweet A. (2002): Theory and
Practice of Delegation to Non-Majoritarian Institutions, West European Politics, vol. 25, no. 1, pp. 1-22.
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anization processes in Central and Eastern European countries'®. Rationalist institutionalism
assumes that the process of Europeanization of these countries was based on asymmetry of
power, with old EU member states and representatives of the European Commission holding
the dominant position. That imbalance was expressed, for example, by (a) the EU suggesting
conditional membership®!, (b) old member states setting basic rules of integration, or (c) ac-
ceding countries being required to adopt EU law essentially without any possibility of adjust-
ing it to local conditions.

A different type of isomorphism consists in a voluntary transposition of external institutions,
mainly by sharing experience and learning from each other. It is pursued on terms of partner-
ship and without external political pressure, e.g. without coercion resulting from asymmetrical
membership negotiations. This phenomenon relates to the premises of constructivist institu-
tionalism. In an analysis of Europeanization of new member states, this approach underlines
the voluntary manner of assuming external institutions justified by their beneficial impact on
local economies and populations. According thereto, the commonality of values plays an im-
portant role in wishing to assume the European expertise. The main issue here is how to mesh
EU expectations with the determinants of local culture and public discourse®?.

The discussion concerning Europeanization of new member states and transposition of Euro-
pean institutions (and regulations) thereon is spirited and full of controversy. The practical
application of the binding EU law (so-called “hard law’) encounters many obstacles in each
of these countries. Frequent delays and changes in the implementation of European solutions
are an upshot of domestic determinants such as the local administrative culture, compatibility
with national administrative institutions and public policies, and behaviour of the principal
domestic actors and their interests'®. Whereas soft methods of governance (so-called “soft
law’”) have a chance of being accepted and implemented more easily, particularly when they
concide with domestic determinants such as the local administrative culture, institutions and
principal actors’ interests. However, when soft methods of governance do not coincide with
local conditions, they prove quite ineffective indeed. Consequently, there exist grounds for
advancing a hypothesis that the extent of Europeanization is greater under a hard law transpo-
sition rather than a soft law one™*. In such situation, the transposition of “soft” (new) modes
of governance would be also pursued on a smaller scale. One can assume as well that Europe-
anization is stronger in case of re-distribution policies involving EU resources, as there exist

10 Sedelmeier U. (2006): Europeanisation in new member and candidate states, Living Reviews in European

Governance, lreg-2006-3, http://europeangovernance.livingreviews.org/Articles/index.html; Moravcsik A.,
Vachudova M. A. (2003): National Interests, State Power, and EU Enlargement, East European Politics and
Societies, 17(1), pp. 42-57; Borzel T. A., Sedelmeier U. (2006): The EU Dimension in European Politics, in
Developments in European Politics, Heywood P. M., Jones E., Rhodes M. and Sedelmeier U. (eds.), Palgrave
Macmillan, Houndmills, Basingstoke; New York.

11 Sedelmeier U. (2006), Ibid.

12 Schimmelfennig F., Sedelmeier U. (2005): Introduction: Conceptualizing the Europeanization of Central
and Eastern Europe, in The Europeanization of Central and Eastern Europe, Schimmelfennig F. and Sedel-
meier U. (eds.), Cornell University Press, Ithaca, NY, 20; Schwellnus G. (2005): The Adoption of Nondis-
crimination and Minority Protection Rules in Romania, Hungary, and Poland, in Schimmelfennig F. Sedel-
meier U., Ibid.

Comp. the discussion of literature on this topic in: Steunenberg B. (2007): A Policy Solution to the European
Union’s Transposition Puzzle: Interaction of Interests in Different Domestic Arenas, West European Politics,
vol. 30, no. 1, pp. 23-49; Falkner G., Treib O., Hartlapp M., Leiber S. (eds.) (2005): Complying with Europe.
EU Harmonisation and Soft Law in the Member States, Cambridge: Cambridge University Press.

Compare on this subject Bulmer S., Padgett S. (2005): Policy Transfer in the European Union: An Institu-
tionalist Perspective, British Journal of Political Science, vol. 35, no. 1, pp. 103-126.

13

14
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greater possibilities for effectively disciplining recipients of EU assistance in case of irregu-
larities. Moreover, it can be assumed that Europeanization will be stronger in conditions of
compatibility between transposed institutions and the local administrative environment, i.e.
institutional system and administrative tradition and culture. Europeanization will progress
with more difficulty when, on one hand, there are no strong coercive isomorphic mechanisms
(e.g. transposed hard law) and, on the other, the local administrative tradition and culture is at
odds with external institutions™.

One may also advance a tentative hypothesis that, in new member states, the influence on Eu-
ropeanization of the transposition of EU regulations, modes of governance and directions of
national public policies is greater than in Western European countries™®. This is associated
with several factors. Firstly, CEE countries have rejected the “old” administrative practices,
particularly those rooted in the socialist period, and sought new modes of governing public
policies. This made them more open to adopting European Union models. Further, the imple-
mentation of EU laws and adoption of several organizational solutions in public administra-
tion was a condition for accession to the European Union. As integration with EU structures
was an absolute priority for political elites in the countries of this region, it facilitated the
transfer of EU institutions and modes of governance. Secondly, the systemic transformation
weakened the political impact on administration and control mechanisms that ministries used
in their dealings with agencies they supervised. In these conditions, EU institutions could ex-
ert a greater deal of influence on the functioning of national administrations. Thirdly, com-
pared to the situation existing in “old” EU member states, new member states contribute less
resources to relevant public policies in proportion to EU assistance they receive. This in-
creases the level of influence that EU institutions can exert on the direction of national poli-
cies, including those pursued by executive agencies.

One may also assume that, in addition to the EU influence, the extent of Europeanization of
member state administration is impacted by internal factors, particularly the local administra-
tive system, long-term public policies of the given country, its legal system, etc. The support
for implementation of specific solutions is proportional to the level of compatibility of EU
laws and policies with national institutions and policies. National administrative tradition
plays an important role and so does political culture, which influences the mode of imple-
menting EU models. There is a strong socialist legacy in new member states, which makes
their experience much different from the experience of Western European states'’. Dominant
social interests also impact the extent of Europeanization. Studies show®® that the level to
which EU directives are in tune with the interests of influential social groups is an important
factor in a proper transposition of EU laws into the national legal system.

11.2 Europeanization of executive agencies

Europeanization of agencies is associated with the participation of the given country in re-
gional integration processes. It is also an outcome of including domestic agencies in Euro-
pean agency networks. These are composed of EU and domestic agencies acting in the same

> Steunenberg B. (2007): ibid.
16 A similar opinion is expressed, for example, by. Sedelmeier U. (2006): Europeanisation in new member and
candidate states, ibid, p. 14.

T. G. Grosse (2006): New Modes of Governance in New European Union Member States. A report on social
dialogue in selected European Union countries, NewGov, Project no. CIT1-CT-2004-506392, ref. No.
17/D08, http://www.eu-newgov.org/datalists/.

18 Steunenberg B. (2007): ibid.

17
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areas of public affairs™®. In this system, EU agencies play the unifying and coordinating role
for the entire network?. This happens most often in case of collaboration between regulatory
agencies, where Europeanization is meant to serve an effective implementation of EU laws
(acquis communautaire) in the given area of public policy®’. However, it can also apply to
executive agencies, which often use EU financial resources to implement EU laws. Europe-
anization of executive agencies is associated with transposition of EU management standards,
including detailed regulations governing management of EU funds, audits, controls, etc.

Experts also point to the fact that the European Commission is an active promoter of transpos-
ing various institutions and governance modes to member states, and a supporter of the proc-
ess of delegating tasks to autonomous agencies®*. One of the reasons for this is that Europe-
anization of agencies and their inclusion in European agency networks reinforces the power
of the European Commission (and EU agencies) when it comes to coordination of public poli-
cies in Europe®. Therefore, the Commission promotes the development of networks of col-
laboration between domestic and EU agencies. At the same time, it works hard on influencing
the direction of that development. The position of EU technocracy in this area is often rein-
forced at the expense of the power waged by the national government, particularly in coun-
tries where governments pay less attention to the activities of domestic agencies®.

Consequently, one is justified in advancing a hypothesis that the process of agency Europe-
anization in new member states can potentially strengthen the position of agencies in relation
to ministries that supervise their activities. This is because agencies exploit the authority of
implementing EU policies and having EU financial resources at their disposal. They also ex-
ploit the European Commission interest in improving their administrative potential and pro-
fessionalism, and in counteracting irregularities in their functioning.

What can be other hypothetical consequences of Europeanization of executive agencies in
new member states? Europeanization can reinforce sectoriality of governance and deepen
problems of coordination with other public policies. Difficulties in policy coordination by dif-
ferent directorates-general of the European Commission have been known for a long time. An
example of that is found in the separation of management and financing of the European rural
area development policy and the cohesion policy for 2007-2013, even though both policies
most often serve the same regions that lag behind in social and economic development®.

19 T. G. Grosse (2006): Agencies and Agency Systems. Background paper to Phase Two of the IPA study.
NewGov, Project no. CIT1-CT-2004-506392, ref. no: 17/D10, http://www.eu-newgov.org/datalists/.

20

no 2.

Comp. Ch. Koutalakis (2004): ““‘Smoothing” Eastern Enlargement through New Modes of Governance? Con-
ceptualising the Role of Independent Regulatory Agencies and Non-Hierarchical Steering in Pre-accession
Negotiations, Project no. CIT1-CT-2004-506392, ref. No. 14/D01, http://www.eu-newgov.org/datalists/.

21

22 Comp. C. Radaelli (2000): ibid, M. Thatcher (2002): ibid.

2 Flinders M. (2004): Distributed public governance in the European Union, Journal of European Public Pol-
icy, vol. 11, no. 3, pp. 520-544.

Nicolaides P. (2004): The Political Economy of Multi-tiered Regulation in Europe, Journal of Common Mar-
ket Studies, vol. 42, no. 3, pp. 599-618.

T. G. Grosse (2006): Euro-Commentary: An Evaluation of the Regional Policy System in Poland: Challenges
and Threats Emerging from Participation in the EU’s Cohesion Policy, European Urban and Regional Stud-
ies, April, vol. 13, no. 2: pp. 151-165; T. G. Grosse (2004): Challenges for European Union cohesion and
innovation policies Conclusions for Poland, EMERGO Journal of Transforming Economies and Societies,
vol. 11, no. 3 (41).

24

25
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Another consequence of Europeanization of executive agencies can be found in centralization
of management and imposition of organizational standards and guidelines directly by the
European Commission. This limits the possibility of a flexible incorporation of local devel-
opmental objectives in public policy and policy adjustment at grass-roots. Furthermore, it
does not prevent agencies which implement EU policies from being vulnerable to the influ-
ence of local interest groups which benefit from EU assistance resources. Moreover, in coun-
tries with a strong tradition of administration being subservient to politics (i.e. political par-
ties) such as Poland, one may expect an equal subservience of the executive agencies. This
subservience does not necessarily need to be connected to a stronger substantive supervision
over an agency by the relevant ministry. On the contrary, studies conducted in Poland to
date®® show a relatively low level of substantive ministerial control. When this is combined
with strong politicization, it creates conditions for the agency being appropriated by local in-
terest groups.

However, one can assume that Europeanization of agencies which implement EU redistribu-
tion policies will differ form Europeanization of regulatory policies. The latter will be proba-
bly more inclined to join European policy networks and more able to achieve a greater auton-
omy from national governments. The situation of executive agencies is different. They con-
tinue to exist in a relation of strong hierarchical dependency on member state ministries. Na-
tional governments constitute the principal centre of EU redistribution policy management
within the country and act as middlemen between EU institutions and local administration
(i.e. they play the role of “gate keepers”)®’. In such cases, the tendency to centralize and sec-
torialize EU policy management can reinforce the hierarchical dependency of executive agen-
cies on supervising ministries.

These hierarchical relations can be additionally reinforced by determinants of the administra-
tive system rooted in the past socialist period. Europeanization of executive agencies may not
only change the organizational culture but also contribute to strengthening the traditional fea-
tures of administration dating back to socialist times. This relates particularly to a strong cen-
tralization of administration and a hierarchical subordination of agencies to ministries, as well
as their and their personnel’s politicization. It may also reinforce various pathologies associ-
ated with operating in a country subject to systemic transformations. Most prevalent of these
pathologies is the phenomenon of agency capture, i.e. a methodical and dominant influence of
an interest group on agency operations aimed at exploiting agency activities to maximize the
group’s lggenefits at the detriment of other social interests or public policies pursued by these
agencies”.

6 Comp. Informacja o wynikach kontroli wykorzystania srodkéw finansowych Pasistwowego Funduszu Reha-

bilitacji Oséb Niepefnosprawnych na realizacje programdw dotyczqcych rehabilitacji zawodowej i spofec-
znej 0s6b niepefnosprawnych, Supreme Chamber of Control (SCC), Warsaw 2005; Informacja o wynikach
kontroli dziafalnosci Agencji Rozwoju Przemysfu SA na rzecz wspierania wybranych podmiotéw gospo-
darczych, SCC, Warsaw 2005, Informacja o wynikach kontroli wykonywania zadas: ustawowych przez Wo-
jskowg Agencje Mieszkaniowg w latach 2001-2004, SCC, Warsaw 2005.

See S. Bulmer, Ch. Lequesne (2005): Introduction, Conclusion, in: S. Bulmer and Ch. Lequesne (eds.): The
Member States of the European Union, Oxford — New York: Oxford University Press; S. Bulmer, Ch. Le-
guesne (2002): New Perspectives on EU-Member State Relationships, Centre d’etudes et de recherches in-
ternationals, Research in Question, no. 4, January. An example of the discussed role played by member
states is the redistribution of EU resources on the cohesion policy: I. Bache (1999): The extended gatekeeper:
central government and the implementation of EC regional policy in the UK, Journal of European Public
Policy 6, 1.

Comp. T. G. Grosse (2006): Agencies and Agency Systems. Background paper to Phase Two of the IPA
study. ibid.

27

28
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In our exploration of Europeanization of executive agencies we should give a thought to the
problem of its impact on the development of the state model. Will Europeanization promote a
gradual transformation of governance structures and methods from the administrative state
model to the network state model®®? The first is characterized by a strong role played by state
administration in relations with social partners and a clear preference for hierarchical govern-
ance methods. In this model, state capacity and effectiveness of public policies depend mainly
on the proficiency of state administration rather than on its ability to collaborate with social
partners or other institutions. The policy execution effectiveness in this state model depends
in addition on the quality of agency controlling mechanisms and not on the zone of discretion
in which they operate or their ability to flexibly include social partners in their work. As a re-
sult, the focus is placed on efficient implementation of state policies rather than on their effec-
tive adaptation to local needs. Another consequence of this approach is found in the accent
placed on a speedy absorption of EU resources rather than on ensuring their best possible ap-
plication to solving social and economic problems. On the other hand, in a network state
model, the role of administration is to provide support and direction to executive agencies or
to other public or private entities. Consequently, in this model, public policies are executed in
close cooperation with social partners, which means that also state agencies pay a great deal
of attention to social participation. They also cooperate closely with equivalent agencies in
other countries (via European agency networks).

On one hand, participation of domestic agencies in the European agency network system can
promote the construction of a network state model in new EU member states. Europeanization
of agencies can strengthen their position vis-a-vis overseeing ministries by creating less hier-
archical dependency structures. This situation can take place particularly in respect of regula-
tory agencies. On the other hand, in relation to executive agencies, we may be dealing with
totally opposite processes. Europeanization of agencies by way of governance sectoriality and
centralization enhancement can reinforce the hierarchical relationship of dependency between
ministries and subordinate executive agencies. In such case, agency Europeanization will be
functionally adapted to the determinants of local administrative culture, i.e. Europeanization
will, in fact, contribute to perpetuating the old ways of administration functioning, in accor-
dance with the administrative state model. This would confirm the conclusions of earlier IPA
studies devoted to the social and civic dialogue, which showed the persistence of the socialist
state model and tradition in new member states of the European Union®°.

11.3 Executive agencies and “new modes of governance”

The division of governance modes into “old” and “new” is not very transparent. Some NEW-
GOV consortium researchers reject this typology as one with a small analytical value®. The
difficulties associated with differentiating between “old” and “new” modes of governance are
clearly visible in the case of new member states. Executive agencies have existed in these
countries in the past as well, also during the socialist period. They served as a conduit for
delegation of tasks to the local level and execution of public policies within individual sectors
(ministries). Consequently, executive agencies strongly subordinated to parent ministries rein-
forced the centralization of governance in administration and sectoriality of government pol-

2% Comp. the differentiation between the administrative and the network state model in T. G. Grosse (2006):

New Modes of Governance... ibid.

See Grosse T. G. (2006): New Methods of Governance in New European Union Member States. A report on
social dialogue in selected European Union countries, ibid.

3. 0. Treib, H. Bahr, G. Falkner (2005): Modes of Governance: A Note Towards Conceptual Clarification,
European Governance Papers, Eurogov, No. N-05-02.
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icy. During the socialist period, delegation of tasks to executive agencies was, therefore, a
form of hierarchical governance, which limited the possibility of participation by social part-
ners in the execution of public policies. They did not apply any “soft” governance modes as-
sociated, for example, with volunteerism, persuasion, negotiation, self-regulation, etc.

Delegation of public tasks to agencies was also a widely applied governance method during
the period of systemic transformations. The main objective behind introducing this method
into the administrative practice lied in the desire to take public funds out of the state budget
and, consequently, reduce politicians’ influence on shaping the public resource portfolio and
on the size of the state budget deficit. At the same time, the relatively large financial auton-
omy of these agencies served the purpose of a partial commercialization of public services.
Next to executive agencies, i.e. agencies responsible for a non-concentrated implementation
of public policies, regulatory agencies also appeared during that time. Their level of auton-
omy from supervising ministries was higher than in the case of executive agencies.

According to the definition adopted by the NEWGOQV consortium, new modes of governance
meet two basic requirements®?. Firstly, they serve the purpose of controlling the execution of
public tasks in a non-hierarchical manner®. In other words, individual actors participating in
the execution of public policies do not operate within a framework of a hierarchical power
structure, have a formal or informal right of veto within a specific range of public policies, are
autonomous in terms of using some of their competencies and, consequently, can participate
in public policy implementation voluntarily and in accordance with their own policy prefer-
ences. These are the features of non-hierarchical governance related to so-called “soft” gov-
ernance modes. The non-hierarchical nature of governance is also the basic characteristic of
the concept of political networks®, i.e. functional structures of cooperation within particular
EU policies.

Secondly, an important feature of new modes of governance is found in a consistent inclusion
of private actors, including those operating for profit, as well as social partners and non-
governmental organizations®. It seems that this formula can be also expanded by administra-
tive institutions, but ones that do not impose relations of dependence or hierarchical subordi-
nation. This would include agency-type institutions (at different levels), public institutions
from various countries, international institutions, etc®.

Topical literature®” provides a reference of new modes of governance to the principle of sub-
sidiarity and delegation of power to specialized agencies. Based on the NEWGOV consor-

%2 T.A. Bérzel, S. Guttenbrunner, S. Seper (2005): Conceptualizing New Modes of Governance in EU Enlarge-
ment, NewGov project no. CIT1-CT-2004-506392, ref. No. 12/D1, Berlin, http://www.eu-newgov.org.

¥ T, Risse (2004): Global Governance and Communicative Action, Government and Opposition, 39 (2); A.

Héritier (2002): New Modes of Governance in Europe: Policy-Making without Legislating?, in A. Héritier
(ed.), Common Goods: Reinventing European and International Governance, Lanham: Rowman and Little-
field.

Rhodes R. A. W. (1997): Understanding Governance, Buckingham: Open University Press, 32.

% T.A. Borzel et. all (2005): ibid.

% The involvement of many types of actors from various EU management levels is the main premise of the
multi-level governance concept. Comp. G. Marks, L. Hooghe, K. Blank (1996): European Integration from
the 1980s: State-Centric v. Multi-level Governance, Journal of Common Market Studies, Vol. 34, No. 3.
Comp. Ch. Koutalakis (2004): ibid.; Majone G., Everson M. (2001): Institutional reform: independent agen-
cies, oversight, coordination and procedural control, in O. De Schutter, N. Lebessis and J. Paterson (eds.):

Governance in the European Union, Luxembourg: Office for Official Publications of the European Commu-
nities; M. Thatcher, A. Stone Sweet (2002): ibid.
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tium’s definition of new modes of governance, it can be assumed that agencies must meet
three criteria to be counted among those applying new modes of governance.

1. Firstly, they must have a relatively high degree of autonomy for the sake of countering
any potential hierarchical dependency on a higher-level administrative institution;

2. Secondly, they must involve social partners in their execution of public policies;

3. Thirdly, for an agency to be recognized as applying new modes of governance it must par-
ticipate in political networks, particularly in European agency systems (networks).

When we apply these criteria to the IPA study we notice that executive agencies are at the
lowest level of autonomy from the government among all types of agencies. The less autono-
mous the agency the more it is connected to “old” hierarchical modes of governance. Fur-
thermore, the level of autonomy from government ministries among executive agencies in
new member states is relatively low. They operate in a strongly centralized and sectorial ad-
ministrative tradition rooted in the socialist period, and according to the administrative state
pattern. Let us cite here the conclusions of another NEWGOV consortium study*®, one
concerning an European Union agency specializing in information dissemination. It showed
that the agency also met the criterion of social participation characterizing new modes of
governance only to a limited extent. Consequently, an equally low level of social participation
in executive agencies should not come as a surprise.

11.4 Social participation dilemmas and the legitimizing function in agencies

Topical literature provides the following methods of specifying the framework of social par-
ticipation in agency work™:

1. Separation of the agency from social influence. This refers first and foremost to main-
taining a politically neutral character of the agency and separating it from influence by
government politicians and majoritarian institutions. Some authors* also point to the
possibility of limiting the influence of interest groups on the agency work. Delegating
tasks to an autonomous agency separated from the influence of social groups which have
the right of veto over civil servants’ decisions (so-called veto players) may facilitate their
execution of public policies.

However, it needs to be kept in mind that, in practice, agencies are not socially neutral in-
stitutions. The shift of power to agency (non-majoritarian) institutions has its “winners”
and “losers”*'. For example, delegation of tasks to regulatory agencies which deal with fi-
nancial markets is associated with a preference given to macroeconomic stability and in-
flation countermeasures rather than to promotion of economic growth and employment*.
Consequently, one must not expect agencies to execute public policies in an unbiased way
as in reality their actions favour specific social interests.

% Example: Agency for Safety and Health at Work, see S. Smismans (2006): New Modes of Governance and

the Participatory Myth, European Governance Papers, Eurogov, No. N-06-01.

As concerns executive agencies, we can differentiate between three forms of social participation: (1) social
consultation on methods of executing public tasks, (2) participation of social partners in the implementation
of public policies, (3) informing the public or social partners on the agency work.

E.g. Everson M. (1995): Independent Agencies: Hierarchy Beaters? European Law Journal, vol. 1, no. 2, pp.
180-204.

*1 M. Thatcher, A. Stone Sweet (2002): ibid.

2 Comp. K. Rogoff (1985): The Optimal Degree of Commitment to an Intermediate Monetary Target, Quar-
terly Journal of Economics, vol. 100, no. 4.
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2. Balancing between different social interests. This model refers to a search for equilib-
rium in agency performance between different social groups with interest vested in the
outcome of that performance. A good example of this is found in the need to balance the
interests of service providers (e.g. public utility companies) and recipients of public ser-
vices®. In this form of social participation, it is extremely important to correctly establish
a balanced social participation in the work of administration and faithfully reproduce the
real-life configuration of social interests in that representation.

3. Controlling selection of social participants**. The above model assumes inclusion of
specific social groups in the participatory process based on the preference of and con-
trolled by the agency management. The objective is to increase social legitimacy of the
agency’s operations without jeopardizing the effectiveness of its performance of public
tasks. Consequently, the process of selecting co-participants aims at increasing the in-
volvement of those groups which will actively join the implementation of public policies
and, at the same time, limit access to groups which may prevent or hinder an effective
execution of public tasks.

Therefore, a controlled approach to the selection of social participants in agency work can
meet the expectations placed in front of new modes of governance, i.e. combine a higher so-
cial legitimacy of pursued public policies with a higher effectiveness of public activities®.
However, it can also become a source of administrative pathologies, for example lead to
agency capture.

An agency’s autonomy from excessive influence by politicians and election politics does not
guarantee that the agency will not succumb to the influence to other interest groups. Accord-
ing to experts*®, less control by political (or majoritarian) institutions expands the scope of
the agency’s zone of discretion and promotes easier access to the agency by interest groups
with a stake in its activities. This may lead to appropriation of the agency by particularistic
interests, a phenomenon | call agency capture. This term relates to the phenomenon of state
capture, which is defined as exertion of influence by persons or interest groups on the shaping
of legislation or public policy for private ends®’. It usually refers to the influence exerted by
business on public decision-makers, particularly as concerns new legislative solutions. Such
conduct results in high economic gains for business elites (often called “oligarchs”), but at the
same time is harmful to the rest of the economy. It generates high social costs and weakens
state capacity and effectiveness of public policies. In the case of countries undergoing sys-
temic transformations, this phenomenon is associated with adopting a reform strategy that
carries a high social price and benefits a small economic and political elite*®. The state cap-

* M. Everson (1995): ibid.

* . Majone, M. Everson (2001): ibid.

> Héritier A. (2003): New Modes of Governance in Europe: Increasing political efficiency and policy effective-
ness, in T. Borzel and R. A. Cichowski (eds.): The State of the European Union, 6 — Law, Politics, and Soci-
ety, Oxford: Oxford University Press, pp. 105-126.

%M. Thatcher, A. Stone Sweet (2002): ibid.

" Comp. J. Hellman, D. Kaufmann (2001): Confronting the Challenge of State Capture in Transition Econo-
mies, Finance & Development , International Monetary Fund, September, vol. 38, no. 3; J. S. Hellman, G.
Jones, D. Kaufmann (2000): “Seize the State, Seize the Day”. State capture, Corruption, and Influence in
Transition, Policy Research Working Paper, 2444 Synthesis, World Bank Institute.

Comp. J. Hellman (1998): Winners Take All: The Politics of Partial Reforms in Post-Communist Transitions,
World Politics, no. 50, January.
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ture definition applies particularly to the activities of regulatory agencies but can be also ex-
tended to executive agencies.

Academic literature*® provides examples of a “top-down” agency capture, i.e. capture by in-
terest groups made of large corporations which use the services of the agency and high-
ranking government officials or parliament politicians who supervise that agency (the so-
called iron triangle). There also exists the possibility of a “bottom-up” capture of an agency
by most influential local beneficiaries of its services, who most often establish interest groups
jointly with the agency’s management and supervisory boards. These phenomena, although
backed by examples taken from U.S. administration, can also appear in Europe.

It seems that a proper degree of control over agencies is an indispensable condition for ensur-
ing an effective response to the threat of agency capture. It is recognized that combining two
control mechanisms — (1) proper supervision by political institutions (e.g. ministries) and (2)
supervision over agency activities by a representative group of local beneficiaries of agency
services — constitutes an effective protection mechanism. Agency politicization can increase
the risk of agency capture for the purpose of its political exploitation. Most detrimental to the
performance of public tasks is strong agency politicization combined with a low level of con-
trol over the agency by supervisory institutions, i.e. when the agency’s discretion zone is too
wide™.

To sum up, we can list three types of interest groups that can have a stake in agency capture:
(1) beneficiaries of the agency’s public services, e.g. recipients of assistance programs deliv-
ered by executive agencies or companies dependant on the decisions of regulatory agencies;
(2) agency officials who exploit the agency to maximize organizational or private benefits at
the expense of the correct execution of public tasks; (3) political activists who manage or su-
pervise the agency and exploit their position for personal, political party or electoral ends.
Very often these groups act in close cooperation.

A poorly organized social participation can be a source of pathologies in agency performance.
For example, social partnership can be a pretext for pursuing particularistic interests which, in
fact, serve the purpose of reinforcing agency capture. A controlled selection of social partici-
pants can correspond to the policy adopted by the agency management in accordance with the
preferred organizational interest of that agency. On the other hand, a proper representation of
social partners can counteract agency capture. A well organized social partnership mechanism
can also perform other beneficial functions in governing agency activities. It constitutes a type
of social control over the correct, effective and high-quality execution of statutory public
tasks. It can also play an important role in legitimizing agency activities.

I1.5 Issues in effectiveness of agency operations

One of the main dilemmas concerning the effective execution of public tasks lies in the choice
between an efficient absorption of public funds and the quality of their application in solving
social and economic problems. In the case of hew member states, the effectiveness of a given
policy is often judged by how effectively its resources are spent. Such understanding of effec-
tiveness is particularly common when it comes to public policies financed with European Un-

* G. McConnell (1967): Private Power and American Democracy, New York: Alfred A. Knopf.

%0 Comp. A. M. Bartelli (2006): Delegating to the Quango: Ex Ante and Ex Post Ministerial Constrains, Gov-
ernance, vol. 19, no. 2, April.
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ion assistance funds™". It is because a large number of substantive priorities for these policies
is specified at the central level (as a result of consultations between EU institutions and mem-
ber state ministries). Centralized planning hinders the adaptation of public policies to local
conditions. Moreover, the focus on absorption of financial resources is caused by the large
extent of EU assistance which is available during a relatively short period and, additionally, in
an environment characterized by little administrative expertise.

As a rule, professionalization of an agency is viewed as the principal instrument meant to en-
sure the effectiveness of agency operations. That objective is served by separating units from
the agency to gather specialized skills needed to execute public policies. The development of
civil servants’ abilities through training and care for employment stability is an element of
that specialization. Some agencies are introducing a series of management measures meant to
improve the effectiveness of public resource management. They include: (1) management
methods adopted from the private sector, (2) partial commercialization of the management of
public services, (3) introduction of financial self-management by the agency with the possibil-
ity of generating financial surpluses and deciding internally how they should be spent.

Another method meant to ensure the effectiveness of agency performance lies in trying to
separate the agency from excessive influence by politicians and election politics. This seems
to refer mainly to regulatory institutions, i.e. agencies that handle regulatory policies. Accord-
ing to the credibility doctrine, this measure should ensure the continuity and impartiality of
the execution of public policies as well as their independence from the political influence,
hence their credibility in the eyes of social partners and business™.

The approach to the issue of effectiveness of executive agencies must be somewhat different.
It seems that, in this area, autonomy is not as important as proper supervision by government
ministries. Indeed, excessive autonomy of executive agencies from political decision-makers
can complicate the execution of government policies. For example, it can lead to agency slip-
page or to a situation where cabinet policy is at odds with executive agency activities®. Most
often it ends in conflicts between ministries and agencies, thus reducing the effectiveness of
public policy implementation.

The high cost of introducing a fully effective control over agencies is cited as a fundamental
problem in agency operations*. One can list at least a few adverse consequences of insuffi-
cient control over agency activities apt to reduce the effectiveness of public policies: (1) dis-
agreement between government policy and agency activities, (2) appropriation of the agency
by an interest group (agency capture), including submission of agency operations to re-
distribution interests of the beneficiaries of pubic policies delivered by the agency, (3) mis-
managed spending of public resources. Another problem is that agencies tend to keep infor-
mation away from supervising ministries, thus causing the information shortage problem>.

51 See T.G. Grosse (2006c¢): Regionalisierung und Regionalpolitik in Polen, in Merli F. and Wagner G. (eds.);

Das neue Polen in Europa. Politik, Recht, Wirtschaft, Gesellschaft, Insbruck, Wien, Bozen: Studien Verlag,
pp. 115-130.

52 Comp. G. Majone (2000): The Credibility Crisis... ibid.

3 Menon A. (2003): Member States and International Institutions: Institutionalizing Intergovernmentalism in
the European Union, Comparative European Politics, no. 1, pp. 171-201.

Comp. Pollack M. (1997): Delegation, agency and agenda setting in the European Community, International
Organization vol. 51, no. 1, pp. 99-134.

> Menon A. (2003): ibid.
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This is why a systemic integration of executive agencies is so important to the effectiveness
of public policy delivery. The principal objective of such integration is to ensure proper rela-
tions between government ministries and subordinate agencies, and between central agencies
and their field units. At this point we need to make reference to the concept of mutual de-
pendency between agencies and supervising ministries (power dependency network)>°. Minis-
tries usually take care of programming — they plan public policies based on the political strat-
egy of the government and economic and social strategies of the state. Executive agencies
specialize in implementing these policies. Consequently, government popularity depends to a
large extent on how effectively agencies implement these policies. Furthermore, when prepar-
ing political programs, the government often relies on information collected by agencies. This
is why good cooperation between these two elements of public administration is indispensable
to the effectiveness of public policies. Experts®’ list a few components that impact the quality
of systemic integration. Firstly, formal rules of dependency, including the extent of control
over the agency. Secondly, informal rules and procedures in mutual relations, particularly
when it comes to information sharing. These rules make up the organizational structure of
both administrative levels. A joint acceptance of basic norms and values of the organizational
culture plays a particularly important role. Thirdly, there must be mutual trust.

I11. Presentation of study results

111.1 Extent of Europeanization of executive agencies in new member states

The basic objective of this study was to analyze the consequences of Europeanization of
agencies implementing the EU Common Agricultural Policy and the rural area development
policy in selected CEE countries. The European Union impacts agency organization and task
execution at the formal level (by transposition of EU laws) and informally (via working con-
tacts between Polish and EU administration officials). A great number of transposed EU regu-
lations refers to the financial management system and the associated financial control and
monitoring. The study showed that EU regulations were directed mainly at preventing mis-
management of EU taxpayers’ money and were much less concerned with other problems and
administrative misconduct, e.g. political corruption, agency capture, politicized administration
institutions, etc.

In the case of rural area development programs, in addition to financial management issues
EU law deals with other elements of the investment project management system. However,
EU regulations do not interfere with the ultimate shape of the organizational system, includ-
ing the official line of subordination within the structure of public administration institutions
responsible for the management of EU funds. They describe the tasks of each institution
(managing institution, executive agencies, beneficiaries, etc.), but do not say how they should
be divided between specific public bodies. These decisions are left to the relevant domestic

% Marsh D., Rhodes R. A. W. (1992): Policy Networks in British Government, Oxford: Clarendon Press, p.
251.

> F. Gains (2003): Executive Agencies in Government: The Impact of Bureaucratic Networks on Policy Out-
comes, Journal of Public Policy, vol. 23, no 1.
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administrative organs™. In the case of Poland, they were made by the agriculture minister in
consultation with other members of the government™.

On a less formal level, European Commission officials who directly supervised the develop-
ment of an organizational system responsible for the management of EU assistance funds also
played an important role in specifying agency organization and mode of operation. It seems
that the informal pressure they exerted impacted several specific solutions that exceeded for-
mal commitments required under EU law, particularly as concerned tightening the discipline
of spending EU assistance resources. Another type of informal influence was exerted on
agencies by agriculture ministry officials. As their trust in agency personnel was limited and
their concern for preventing financial mismanagement high, they kept raising organizational
criteria and made procedures and required documentation increasingly complicated. That was
the experience of all countries participating in our study. It showed how far government min-
istries could go in deciding minute details of the organization of agency operations. These ac-
tivities also served the purpose of expanding hierarchical control over agencies and, in the
case of Poland and Slovakia, they may also have been responsible for growing agency politi-
cization.

Europeanization of executive agencies was pursued in the studied countries mainly along the
lines of coercive isomorphism®, i.e. by a hierarchical transposition of formal and informal
principles from the EU (primarily from the European Commission) down to domestic admini-
strations. Next to that, there were also some examples of “soft” isomorphism. They included
expertise absorption from “old” member states through “twinning” collaboration and being
free to adapt a large part of EU legislation in domestic law. Participation in the European
network of agencies implementing EU policies may serve to a certain degree as an illustration
of “soft” isomorphism. This said, it needs to be stressed that horizontal experience-sharing
between equivalent agencies operating in different countries was very limited.

An analysis of the consequences of Europeanization of executive agencies should make a dif-
ferentiation between two application submission levels. Several new organizational solutions
were introduced at the formal level, especially as concerned financial management. However,
in the day-to-day practice, the study disclosed many informal norms which contributed to the
non-application of formal legal regulations or to their temporary suspension. During the study
some respondents mentioned that there was a need to “turn the blind eye” to circumventions
of certain legal regulations®'. This was caused by a few factors. Firstly, by the rush accompa-
nying introduction of organizational changes and by the desire to maximize absorption of EU
resources. If all legal regulations were complied with, spending public funds would have been
slowed down. That, in turn, could cause dissatisfaction of potential beneficiaries with their
participation in EU programs. The processes described above bring to mind the phenomena of
political and institutional hypocrisy®?. Political hypocrisy — because political and administra-

%8 Comp. Wieliczko B. (2006): Challenges of the Common Agricultural Policy Management. The Role of Agen-

cies. Conditions of Implementing CAP in Poland, NewGov, reference number: 17/D12, http://www.eu-
newgov.org/datalists/.

5 Comp. Fatkowski M., Grosse T. G., Skwarczynska E. (2006): ibid.

% p_J. DiMaggio, W. W. Powel (2004): The Iron Cage Revisited: Institutional Isomorphism and Collective
Rationality in Organizational Fields, in: F. Dobbin (ed.) The New Economic Sociology. A Reader, Princeton
University Press, Princeton and Oxford; also: M. Thatcher (2002): ibid.

61 Comp. Fatkowski M., Grosse T. G., Skwarczynska E. (2006): ibid.

62 Comp. Katzenstein P. J., Elena E. A. (2003): European Enlargement and Institutional Hypocrisy, in: Borzel
T. A., Cichowski R. A., (eds.): The State of the European Union, vol. 6, Oxford — New York: Oxford Univer-
sity Press.
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tive policy-makers would consciously depart from complying with European law when it did
not coincide with their own interests and domestic political determinants. Institutional hypoc-
risy — because the weak condition of the State, particularly the absence of adequate adminis-
trative capability (bureaucratic incompetence, underfunding), curbed the potential for intro-
ducing European regulations and institutions. Consequently, the desire to increase the absorp-
tion of EU resources combined with insufficient administrative know-how promoted a selec-
tive application of formal regulations in the examined countries, thus weakening the benefi-
cial impact of Europeanization processes.

Two informal norms that interfered with legal regulations were identified in all three studied
countries. The first was the political directive to maximally speed up absorption of EU re-
sources. The second was the propagandistic need to exploit agency operations for the purpose
of improving the image of the European Union and European integration in rural communi-
ties, which in new member states were largely eurosceptical. The part of the study conducted
in Poland disclosed an important feature of the Polish administrative and political culture, i.e.
precedence was often given to informal norms based on political calculation rather than to
formal ones®.

Europeanization of agencies implementing EU agricultural policies reinforced the sectoriality
of government policy. In other words, it made agency operations strongly dependant on the
government agricultural policy. This was expressed by planning the rural area development
policy through the prism of agricultural problems and its limited coordination with other cen-
tral government policies (such as the regional policy), or policies developed by local govern-
ments. Moreover, Europeanization reinforced centralization of management, particularly by
the agriculture ministry (rather than EU institutions). That hindered the application of the
principle of local partnerships with territorial self-governments and decentralization of the
execution of EU policies down to the local authorities.

In conclusion of this part of the report it needs to be stated that Europeanization of executive
agencies in new member states was only a qualified success. Delegation of tasks to a special-
ized agency should contribute to the professionalization of the civil service (and of the execu-
tion of public tasks) and to reduction of political interference. Instead, Europeanization con-
tributed to the introduction of several new administrative measures, particularly those refer-
ring to financial and investment project management. In Lithuania, the use of a paying agency
was a totally new manner of managing agricultural policy® and, according to the results of
the Slovak part of the study®, it significantly modified the manner of delivering public poli-
cies. At the same time, the administrative practice was expanded by a series of very compli-
cated procedures, which were often more restrictive than what was required by EU regula-
tions. During the initial period, they hindered effective operations or made it necessary to
“circumvent” binding regulations. Another consequence of Europeanization was that too
much attention was paid to absorption of EU assistance funds at the expense of issues related
to qualitative criteria of public policies, particularly those associated with overcoming obsta-
cles to local development.

63 Comp. Grosse T. G. (2007): Save Public Assets. Monitoring Corruption Threats in the Distribution of Struc-

tural Funds, The Case of Integrated Regional Operational Programme in Poland, Institute of Public Affairs,
Warsaw, http://www.isp.org.pl/files/20445278050803130001176716743.pdf; Fatkowski M., Grosse T. G.,
Skwarczynska E. (2006): ibid.

84 Stafejeva R. (2006): ibid.

% Beblavy M. (2006): ibid.
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Moreover, in the studied countries, delegating tasks to a specialized agency did not eliminate
the problem of administration politicization. This was particularly apparent in Poland and
Slovakia. Personnel rotation associated with party politics lowered the overall level of agency
employee skills and hindered an efficient and professional execution of public tasks. This was
not only a consequence of the local administrative tradition and culture, but also of foreign
interference. On one hand, it was associated with the logic of EU re-distribution policies
which strengthen the position of the national government as the gate keeper for EU funds. On
the other, it was linked to concepts concerning the improvement of the management of execu-
tive agencies. A good example of this is found in the suggestion to enhance systemic integra-
tion of government ministries and agencies®, and the concept of their interdependency
(power dependency network)®’.

111.2 New modes of governance in studied agencies

The study conducted by the Institute of Public Affairs aimed at analyzing three aspects of new
modes of governance in practical operations of agencies implementing EU policies:

1. Non-hierarchical mode of governance: does Europeanization of an executive agency
increase its autonomy from government institutions and, consequently, introduce less hi-
erarchical methods of managing EU policies?

2. Social (local) partnership: does Europeanization increase the openness of an executive
agency on participation of social partners in the execution of public tasks, particularly at
the local level?

3. European agency network: does Europeanization of an executive agency lead to the
development of network cooperation with agencies implementing the same EU policies in
other member states?

Information collected during the project indicated a relatively weak presence of these govern-
ance modes in practical operations of agencies implementing EU policies. Consequently, the
impact of Europeanization on these agencies was also weak, probably weaker than in old
member states.

111.2.1 Non-hierarchical mode of governance

In particular, the study did not confirm any higher agency autonomy from central ministries.
The latter play a key role in setting public policy priorities (under the watchful eye of the
European Commission), which agencies subsequently implement. Ministries decide agency
budget and composition of agency top management. Agencies have some leeway in deciding
their internal organization. Such division of tasks is all in all in step with the idea of systemic
integration of government ministries and agencies®.

Nevertheless, the tradition of central management and culture of politicized administration
reduce or circumvent the formal dimension of agency autonomy. Lithuania is an interesting
case in point. There is no past experience in that country of an agency-type institution operat-
ing outside the government structure. Lithuanian administration is the least affected by politi-
cal party interference of the three countries®. This is why the National Paying Agency seems

% F. Gains (2003): ibid.

67 Marsh D., Rhodes R. A. W. (1992): ibid, p. 251.

%8 F. Gains (2003): ibid.

% Comp. T. G. Grosse (2006): New Methods of Governance in New European Union Member States..., ibid.
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to have greater autonomy than agencies in the other countries. But even that agency has been
an object of attempted political interference, expressed by frequent replacements of its direc-
tor’°.

In Poland, introduction of EU policies and Europeanization of governance processes resulted
in increased control of agencies by ministries and exacerbated agencies’ hierarchical depend-
ency thereon. This happened because Polish administration was open to political party inter-
ference’. It was expressed in politicians mounting pressure to ensure effective control of ab-
sorption of EU funds and, whenever possible, exploiting power waged in agencies to the
benefit of their political party. This led to agency capture — a situation where political inter-
ference is strong enough for government politicians to appropriate the agency “from above”.
Certainly, local politicians and interest group activists participated in this agency capture
process, but the central factor — agency control by central government politicians — was key.
A similar situation was found in Slovakia, albeit without any direct indication of agency cap-
ture. There was a strong tendency to politicize the Agricultural Paying Agency, including fre-
quent personnel rotation resulting from political party interference™.

In all three countries, politicians acting as agriculture ministers were most often wealthy agri-
cultural businessmen who advanced the interests of the rich farmer lobby, at times openly. In
Poland and Slovakia, political interference with agency operations by the agriculture ministry
was associated, therefore, with preference given to specific economic interests. Our study
found no hard evidence of agency capture in Lithuania, particularly no “top-down” appropria-
tion of control by the agriculture ministry or the political formation associated therewith. This
said, there was evidence of direct relations between agency leadership (and officials) and the
interests of largest agricultural producers. Lithuanian mass media often laid charges of irregu-
larities and even corruption’. This may confirm the earlier suggestion that reduction of po-
litical interference and increased agency autonomy is not a sufficient mechanism of protection
against illicit interference with agency operations by local interest groups.

111.2.2 Social (local) partnership

Europeanization of executive agencies introduces the notion of social (local) partnership into
the administrative practice. This is done pursuant to EU regulations, which recommend the
application of partnership in certain aspects of governing agricultural policies. The impor-
tance of partnership is stressed particularly in respect of the rural area development policy, as
evidenced in EU regulations. Our study showed that the partnership principle was treated
rather superficially. The low level of practical influence of the social partnership institution
was perceivable in particular at the stage of planning both policies. At that stage, activities
were centralized and transferred to the level of ministries responsible for agriculture, whereas
the actual influence of social partners and local governments on decision-making was as a
rule very limited. The influence exerted by social partners was greater when it came to agency
implementation activities, particularly to distribution of EU agricultural policy money. This
happened because of the desire to encourage most influential non-governmental elements in
the society to participate in the dissemination of information about EU assistance funds. In
Poland, that role was played by local Catholic Church structures, which enjoy a great deal of
authority in local communities. Their participation improved information dissemination and

" Comp. Stafejeva R. (2006): ibid., 16-18.

™t Comp. Fatkowski M., Grosse T. G., Skwarczynska E. (2006): ibid.
2 Beblavy M. (2006): ibid., pp. 19-20.

™ Stafejeva R. (2006): ibid., pp. 17-18.
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absorption of EU funds. Therefore, the application of the partnership principle is limited
mainly to the phase of implementation of particular activities, especially to the phase of dis-
tribution of direct CAP subsidies.

It seems that, out of the three studied countries, social partnership mechanisms are weakest in
the Slovak Agricultural Paying Agency’®. Social participation is faring best in the Lithuanian
agency, even though initially Lithuanian administrators had an arm’s length attitude towards
it. Today it does much more than improve the quality of EU fund distribution or information
dissemination among farmers. It also constitutes a mechanism for lobbying agencies by
strongest interest groups’>. Consequently, social partnership dominated by largest agricultural
producers gives an opportunity to channel agency activities in the desired direction and to le-
gitimize these interests in the public eye.

Controlled participant selection was the preferred partnership model in all three studied coun-
tries. Its purpose was to keep away groups which could stall or hinder an effective execution
of public tasks. Thus the principal premise of this model lied in the concern for an effective
performance of public duties. However, the model favours the interests of agency officials
and their viewpoint on public issues. In case of agency capture, it can further weaken the con-
trol mechanisms accompanying social participation. Therefore, controlled selection of par-
ticipants in social partnership in new member states leads to a superficial participation of so-
cial partners in the execution of public policies and their instrumental exploitation furthering
current interests of agency officials. At the same time, the Lithuanian example shows that the
model of social participation controlled by administration may be also exploited by strongest
economic interests desiring to benefits from EU programs.

It seems that a better model of social participation in new member states would be the model
of balancing between various social interests. That model has the advantage of providing for
a mutual control between social interests participating in the distribution of EU resources and
better supervision of activities pursued by government administration and politicians. Per-
formance of such control functions should be conditioned on ensuring that social partners are
properly represented and that the influence exerted by all interested social groups is properly
balanced.

111.2.3 European agency network

Europeanization of agencies implementing EU policies also promotes international contacts
between the management of executive agencies in different member states. This is natural as
such informal cooperation has been pursued by old member states. The development of an
European cooperation network is also recommended by European Commission officials, who
see it as a tool of experience-sharing and mutual learning between different countries. How-
ever, these cooperation networks are frail and meetings of their members are sporadic. Least
frequent are meetings between executive agency representatives from old and new member
states. Consequently, the expertise acquired by more experienced countries is seldom trans-
ferred down to new member states. Respondents to our study often stressed the fundamental
gap between the level of expertise in both country groups, which only confirms the difficul-
ties associated with expertise transfer from West to East. On the other hand, the study showed
that such cooperation was pursued between new member states. Here too, meetings essen-
tially did not serve the purpose of experience-sharing but were an occasion to come face to

™ Beblavy M. (2006): ibid., p. 22.

> Stafejeva R. (2006): ibid., pp. 18-19. Similar activities are taking place in Slovakia, but at the central level;
comp. Beblavy M. (2006): ibid., p. 21.
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face with European Commission officials and make joint submissions concerning desired
changes in the manner of managing EU policies. Therefore, on one hand, they provided an
occasion to develop “horizontal” cooperation between representatives of national agencies.
On the other hand, they were used to increase pressure on the European Commission, hence
to strengthen the impact of demands made by national agencies in “vertical” relations with the
Commission.

111.3 Factors influencing the introduction of new modes of governance in the studied
agencies

The following factors supported Europeanization of executive agencies, including introduc-
tion of new modes of governance in the execution of the common agricultural policy and the
rural area development policy:

1. Political pressure associated with accession to the European Union;
2. Transfer of formal EU regulations concerning both policies, and;

3. Relatively frequent visits by European Commission officials and their informal impact on
introduction of specific changes in administration of the studied countries.

It seems that key importance to Europeanization of executive agencies in the studied countries
was played by formal regulations governing the distribution of EU resources, hence also the
potential threat of losing EU financing in case irregularities were disclosed. This is why fi-
nancial management was an area where Europeanization of executive agencies and transfer of
EU institutional solutions thereto was the strongest.

Nevertheless, it should be noted that transfer of new modes of governance was not backed by
sufficiently specific EU regulations and financial or legal sanctions in case of their inadequate
implementation. Issues associated with new modes of governance were treated by EU law in a
general manner and their implementation in the administrative practice was, as a rule, left to
member state governments. In some cases, an informal impact on making these modes more
specific (for example, when it came to local partnerships) was exerted by European Commis-
sion officials during visits paid for the purpose of overseeing implementation of certain regu-
lations in new member states. Terms of cooperation within the European agency network
were not formalized at all under EU law, which evidently weakened the possibilities of
strengthening that mode of governance.

Thus, the results of our study confirm the thesis that hard EU law has a great deal of impact
on the effectiveness of Europeanization. Meanwhile, new modes of governance, which are
usually part of soft law™ - makes their introduction in the administrative practice more diffi-
cult. In this situation, their implementation is decided by intra-national factors associated to a
large degree with the local political culture and administrative tradition.

The gate keeper logic is a feature peculiar to the management of EU distribution policies
(such as the cohesion policy, CAP, rural area development policy and, to a lesser extent, the
EU innovation policy). It is characterized by a strong national government presence in the
management of EU funds. In practice, it reinforces the centralized and hierarchical nature of
management, hence it is also at odds with the logic of a non-hierarchical character of new

® New modes of governance are usually implemented within the framework of soft law, although exceptions to
this rule exist. For example, many solutions that introduce new modes of governance under the EU cohesion
policy (for instance, those related to social partnerships) are governed by relevant European directives.
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modes of governance. This is why the introduction of EU policies into the performance of the
studied executive agencies strengthened their dependency on central government ministries’”.

Another factor that weakened the chances for new modes of governance to accompany Euro-
peanization of executive agencies was the strong local administrative tradition (dating back to
the socialist period) and administrative and political culture. Examples of these cultural phe-
nomena include (1) the tendency to politicize administrative institutions, (2) the tendency to
exploit the administrative power to the benefit of political parties, (4) reluctance to include
social partners in the activities of public administration, (5) strong precedence of informal
norms over formal regulations, etc. These phenomena hindered the possibility of introducing
the institution of local partnership on a larger scale and of being more active in the interna-
tional cooperation network. At the same time, they reinforced the centralized and hierarchical
character of management by way of agency politicization and capture.

The subsequent factor that hindered introduction of new modes of governance was the politi-
cal pressure to maximally absorb EU funds (as that ability was considered synonymous with
effective implementation of EU policies). In addition, administration had no experience or
tradition of applying this type of governance methods. It instinctively referred to “old” and
proven ways of guaranteeing effective absorption of EU funds and was reluctant to experi-
ment with new modes which could jeopardize effective spending of public resources. How-
ever, the decisive factor was politicians’ tendency to “appropriate” (or “capture”) the agency
and their conviction that an effective introduction of new modes of governance could get in
the way of that objective.

I11.4 Legitimizing function and effectiveness of agency operations

As shown in earlier studies conducted by the Institute of Public Affairs (devoted to social dia-
logue), introduction of new modes of governance had the following objectives:

1. To increase social legitimization of public policies (or of organizations and politicians
participating in the social dialogue);

2. Increase the effectiveness of public policy management.

The practical experience of using social dialogue in new member states showed that it was
often primarily serving legitimization purposes and, moreover, that higher social legitimacy
was achieved at the expense of the effectiveness of public policies (trade off between legiti-
macy and effectiveness)’®. For example, effective implementation of some public policies
was blocked as a result of them being object of incessant discussions at meetings of tripartite
commissions. At the same time, discussions concerning social dialogue were extremely im-
portant to participants in the dialogue as they allowed them to publicly demonstrate their posi-
tion and gain social support for their arguments.

The second phase of the IPA study devoted to executive agencies showed that public policies
(or actors engaged therein) could be legitimized at the same time as the effectiveness of
agency management was being improved. This happened in particular during the distribution
of direct CAP subsidies, where inclusion of social partners brought about a higher social ac-
ceptance of that policy and of European integration as a whole, visibly improved dissemina-
tion of information and helped to absorb EU resources.

" Comp. also: Goetz K. H. (2005): The New Member States and the EU: Responding to Europe, in: The Mem-
ber States of the European Union, ibid.

® See T. G. Grosse (2006): New Methods of Governance..., ibid.
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Issues associated with legitimization of public activities had both an internal and external di-
mension. In case of internal legitimization, introduction of new modes of governance associ-
ated with local partnerships aimed at getting acceptance for EU policies among local commu-
nities, increasing their support for European integration and improving the public ranking of
political decision-makers (political parties) and some social partners. Therefore, it was associ-
ated with raising social legitimacy “inside” the given country. In case of external legitimiza-
tion, introduction of new modes of governance aimed at getting approval from foreign ob-
servers and political decision-makers. This referred particularly to European Commission of-
ficials and representatives of “old” member states, who were attentively assessing administra-
tive changes taking place in the studied countries, especially during the period of their prepa-
rations for accession to the European Union. Consequently, new modes of governance raised
the level of legitimacy of national administration “outside” the given country.

The study provided relatively few examples of using new modes of governance to improve
the effectiveness of implementation of both policies. One exception was the use of local part-
nerships in the distribution of information about direct CAP subsidies. Another was the use of
the network of cooperation between agencies in Central and Eastern Europe to improve the
quality of lobbying the European Commission. As mentioned earlier, the network cooperation
between administration officials from new member states served the practical objective of ex-
erting joint pressure on European Commission officials. For example, such joint pressure was
used in order to sway the Commission to ease bureaucratic difficulties accompanying the re-
lease of direct subsidies to farmers.

However, all in all, the use of new modes of governance for practical purposes was weak and
superficial. Moreover, in the studied countries, agency operations relied to a great degree on
hierarchical and centralized management rooted in the local administrative tradition. That tra-
dition, in turn, was reinforced by the existing norms of political and administrative culture.
Consequently, in order to improve the effectiveness of management, political elites strength-
ened the hierarchical nature of the relationship between ministries and executive agencies, and
aimed at increasing political and personal control over their operations. “Hands-on” control of
the agency by government politicians, also through political appointments to management po-
sitions at the agency, was meant to guarantee a higher effectiveness of its operations, particu-
larly a more effective spending of EU resources.

The IPA study also revealed that effective absorption of EU resources was considered the
main reference point in assessing the effectiveness of the execution of public policies™.
Therefore, issues associated with directing EU resources to solving economic and social prob-
lems were secondary. Hence, the effectiveness of public activities had little to do with qualita-
tive assessment criteria. Moreover, the politicized and personalized nature of control exerted
by supervising ministries over subordinated agencies contributed to a further weakening of
the substantive dimension of supervisory activities.

IVV. Summary: attempt at generalization

Europeanization — treated as a formal and informal external impact of the European Union on
member state administration — is passed through a sieve of local institutional determinants,
social interests and norms of political culture and administrative tradition. These conclusions

™ For example, see Beblavy M. (2006): ibid., p. 17.
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are in step with certain earlier Europeanization studies®. They point to the problem of misfit
of European institutions to the local context. In particular, they draw attention to the role
played by (a) cultural factors (administrative tradition), (b) institutional factors (administra-
tive structures and domestic public policies) and (c) principal administrative and political ac-
tors, and their interests. These factors impact one another. For example, there is a connection
between interests pursued by the principal actors and the institutional structure of the given
member state. The implementation of European solutions can be impeded in a situation where
domestic political institutions offer greater possibilities of influencing public policies to par-
ticular social groups (so-called “veto players”). The more veto players, the longer and thornier
the implementation procedure®.

However, it should be kept in mind that the effectiveness of Europeanization does not depend
only on internal factors but is also conditioned by the external pressure exerted on the given
country. Within the European Union that pressure comes mainly in the form of binding regu-
lation. Hence the importance of differentiating between “soft” and “hard” methods of govern-
ance. Most often new modes of governance are “soft”. This does not foster an effective im-
plementation of European solutions in new member states and, actually, subordinates the ef-
fectiveness of Europeanization to the compatibility of European solutions with domestic cul-
tural and institutional determinants, and interests of dominant social groups. Another type of
external pressure can be found in political influence exerted by EU institutions and other
member states. Such role can be played, for example, by public statements that popularize
certain values and attitudes associated with European integration among European societies.
These rhetoric activities can indeed contribute to furthering the process of Europeanization
and, consequently, to a more effective implementation of European institutions and public
policies at the member-state level®.

The conclusion of the study conducted by the Institute of Public Affairs is that the impact of
Europeanization on member states depends on three groups of factors:

1. The force of external pressure: institutions governed by EU regulations (hard law®)

and associated with legal and financial sanctions imposed on the member state in case of
non-compliance have a stronger impact thereon and are quicker applied in its administra-
tive practice;

2. Cohesion between external institutions and domestic institutions, administrative tra-
dition and political culture: when newly introduced institutions are in tune with domes-
tic institutions and new modes of governance mesh with traditional ways of implementing
public policies or with the administrative culture of the given country, then the transposi-
tion of external institutions into the local administrative practice is quicker and easier;

8 Comp. Caproso J. (2007): The Tree Worlds of Regional Integration Theory, in: Graziano P., Vink M. P.

(eds.): Europeanization. New Research Agendas, Haundmills, Basingstoke, New York: Palgrave, MacMillan
Press; Bulmer S., Padgett S. (2005): ibid.; Steunenberg B. (2007): ibid.; Borzel T. A., Sedelmeier U. (2006):
The EU Dimension in European Politics, in Developments in European Politics, ibid.

81 Steunenberg B. (2007): ibid.

8 The phenomenon of normative pressure (i.e. of European ideas and rhetorics) was described on the occasion

of explaining constitutional amendments in the European Union: Rittberger B., Schimmelfennig F. (2006):
Explaining the constitutionalization of the European Union, Journal of European Public Policy, vol. 13, no.
8, 1148-1167.

8 Comp. Trubek D. M., Cottrell P. and M. Nance (2005): ibid.
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3. Cohesion between external institutions and dominant domestic interests: when new
modes of governance hinder the advancement of political party interests exemplified in
agency capture, then the implementation of these modes is restricted and slow.

- When new modes of governance are not firmly and precisely founded in EU law, and, ad-
ditionally, when the gate keeper logic has a strong presence in relation to policies involv-
ing distribution of EU resources, then the external impact is weak and self-contradictory.
Consequently, in this case, the basic contradiction of Europeanization lies in a conflict be-
tween the gate keeper logic (which reinforces the hierarchical character of management)
and new methods of governance (which encourage moving away from hierarchical ways
of operating).

- This conflict facilitates the interference of the local administrative tradition and political
culture, which as a rule is at odds with new modes of governance.

- An additional factor that weakens the possibility of implementing external modes of gov-
ernance in the studied countries is found in the inconsistence between the interests of in-
fluential political decision-makers and the logic of new modes of governance. A decisive
introduction of these modes into the administrative practice could hinder the advancement
of these interests. As a result, new modes of governance are implemented superficially
and reshaped to fit local conditions.

- New modes of governance are exploited for the purpose of enhancing external and inter-
nal legitimacy (i.e. getting approval for implemented public policies from both interna-
tional decision-makers and local beneficiaries of these policies). At the same time, practi-
cal application of new modes of governance in improving the effectiveness of public pol-
icy execution (i.e. absorption of EU funds) is limited.

The study of executive agencies in three new member states showed that the success of Euro-
peanization depended first and foremost on factors associated with rationalist institutional-
ism. These factors are mechanisms of coercive isomorphism, particularly transposition of
hard law and threat of withholding EU financing. It is evident that the introduction of new
modes of governance in the studied countries encounters a great deal of difficulties when it is
not accompanied by a sufficiently strong external pressure. Also important are the interests of
dominant social groups, particularly their rational calculation of benefits and losses should
new modes of governance be introduced. In case of the studied agencies, a decisive role was
played by politicians and civil servants associated with agriculture, and the political and eco-
nomic interests they represented.

Other studies related to Central and Eastern European countries also point to rationalistic de-
terminants of the Europeanization process®. Their authors draw attention to the role of the
conditional membership offered to countries situated in that region. The negotiation mecha-
nism mentioned earlier was a very hard and coersive argument in favour of Europeanization,
particularly in favour of a swift transfer of EU institutions and regulations to the accession
countries. That transfer of EU institutions bore all the features of coersive isomorphism. It en-
sured a relatively quick application of a huge number of European regulations (aquis com-
munautaire) despite the fact that local conditions were in great measure unfit for absorption of
European institutions. The difficulties encompassed differences in the administrative culture —

8 Schimmelfennig F., Sedelmeier U. (2005): Conclusion: The Impact of the EU on the Accesion Countries, in:

Schimmelfennig F. and Sedelmeier U. (eds.), Cornell University Press, Ithaca, NY, 215-217; Sedelmeier U.
(2006): Europeanisation in new member and candidate states, ibid., Schimmelfennig F., Sedelmeier U.
(2007): Candidate Countries and Conditionality, in: Graziano P., Vink M. P. (eds.): ibid.
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which in new member states stemmed from the socialist State period, their institutional mal-
adjustment, as well as the fact that European policies infringed economic interests of certain
social groups. And yet, the external pressure in the form of hard membership prerequisites
and the pre-eminence of geopolitical interests of the candidate countries prevailed over par-
ticular interests of certain social groups and other elements of domestic cultural and institu-
tional misadjustment. As a result, Europeanization processes and the gigantic transfer of ex-
ternal institutions to the new member states was put in motion.

The IPA study of implementing institutions in three new member states also demonstrated the
presence of “soft” factors associated with the theory of constructivist institutionalism. They
confirmed the importance of local determinants, particularly of local administrative culture
and tradition, in ensuring the efficacy of Europeanization and of adoption of external institu-
tions. The role of these factors grew further in a situation where there was no sufficiently
strong external pressure imposed by hard EU law or where there was asymmetrical relations
between EU and domestic institutions. Europeanization was inhibited or ineffective when
there was no correlation between external institutions (and modes of governance) and local
administrative and cultural determinants. Thus “soft” factors related to the administrative cul-
ture and tradition played a subservient role to “hard” determinants associated with strong ex-
ternal pressure and the asymmetry of power between external and domestic institutions.

Furthermore, an indirect evidence of the practical significance of constructivist institutional-
ism was found in the impact of academic ideas developed in Western Europe on the manner
of constructing executive agencies in new member states. An example of that was the sugges-
tion to enhance systemic integration of government ministries and agencies®, and the concept
of their interdependency (power dependency network)®. Under conditions existing in the cen-
tral and eastern (post-Communist) part of Europe, the impact of this type of ideas had unex-
pected consequences — ones that reinforced administrative pathologies rather than improve the
quality of governance.

This is a good place to focus on the differentiation between the network state model and the
administrative state model®’. In the second model, typical to most CEE countries, manage-
ment is characterized by a strong tendency towards centralization and hierarchical subordina-
tion, as well as reluctance to involve social partners in administrative activities and lack of
enthusiasm for participation in international network structures. Introduction of new modes of
governance is particularly difficult in this state model and their practical application is usually
governed by legitimization considerations.

Therefore, implementation of EU funds in CEE countries and Europeanization of their execu-
tive agencies do not build a foundation for developing state administration along the lines of
the network state model. Activities of these agencies rarely take into account the opportunities
presented by social partnership and seldom include their participation in European agency
systems (networks). At the same time, EU funds are responsible for increasing the hierarchi-
cal subordination of agencies to government administration and contribute to politicization of
administration and appropriation of agencies for political purposes. This process is in step
with the administrative tradition rooted in the socialist period. It is also in step with the ad-
ministrative state paradigm.

8 F. Gains (2003): ibid.
8 Marsh D., Rhodes R. A. W. (1992): ibid, 251.

8 See T. G. Grosse (2006): New Methods of Governance in New European Union Member States. A report on
social dialogue in selected European Union countries, ibid.
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Consequently, the process of Europeanization of agencies implementing EU policies was
functionally adapted to the determinants of local political and administrative culture. In fact,
Europeanization reinforced old administrative methods - in line with the administrative state
model. This confirms the conclusion of the earlier Institute of Public Affairs study devoted to
social dialogue, which demonstrated the durability of the socialist state model and tradition in
new member states of the European Union®.

% Ibid.
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