ith his confir-

mation as the

next president

of the Euro-
pean Commission, Romano
Prodi will soon be heading
the board of Eurcpe’s most
visible and most controver-
sial institution.

Europeans will be reas-
sured by the appointment of
the former [Italian prime
minister. But they still face
the scary picture of a Com-
mission Impossible that tries
to both formulate and imple-
ment an ambitious agenda
with an erganisaticnal struc-
ture ill-suited to the job.

Size in itself is not the
Commission's problem, its
governance is: to fix the
Commission, it is sufficient
{0 examine the recent experi-
ence of the corperate world.
This will demonstrate that
there is a way to reform the
Commission io better serve
the interests of European cit.
izens.

The 1990s have shown that
conglomerates run into trou-
ble not because they are big.
Rather, lack of transparency
and ill-defined objectives
have been the preblem. They
prevent effective monitoring.
and foster individual irre-
sponsibility. As long as con-
glomerates were shielded
from product and capital
market competition, they
could survive without hav-
ing to tackle their weak-
nesses.

But worldwide deregu-
lation and the push for
shareholder value have
forced conglomerates to
restructure. Instead of
becoming smaller, most of
them have chosen to focus
their businesses more
sharply, and have hecome
more accountable, some-
times with the help of a new
head. Large corporations
realise -that size itself is nnot
the enemy: lack of focus is.

Eurosceptics, who rejoice
over the Commission's cur-
rent travails, wouwld like us
to be oblivious to what has
happened in the corporate
world. They appear to
believe that smaller is
always better, that a lesser
Europe will be a better
Europe. But the lessons of
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Commission must take a leaf from the corporate book and refocus on its core role

Rising star: Romano Prodi will head the EU Commission

the corporate experience
should be applied to the
Commission.

Recent research in politi-
cal science and in econom-
ics, meanwhile, tells a sad
story that applies to both
corparate and federal gover-
nance. Multiple missions can
lead to a lack of transpar-
ency and to closed-door com-
promises, This stifles initia-
tive and action. Generalists
are hired where specialists
are needed - and loyalty to
bosses and patrons becomes
more important than com-
mitment ta the job in hand.
Collective responsibility
blurs accountability by serv-
ing as a shield for board
members (or commissioners)
who have breached their
fiduciary duties.

Thus, the Commission suf-
fers from the conglomerate
curse, Its main line of busi-
ness is to he an advocate for
Europe and its institutions.
Yet, it has increasingly
absorbed itself in peripheral
management duties. Indeed,
the specially-commissioned
report on allegations of
fraud, nepotism and mis-
management within the
Commission - the release of
which prompted the mass
resignation in mid-March of
its 20-member executive —
states that the Commission

Reuter

has strayed from its
intended course. “Starting
from the early 1990s.” says
the report. “the Commission
has seen its management
responsibilities increase sub-
stantially. It has been trans-
formed from an institution
which devises and proposes
policy inte one which imple-
ments policy.”

To maximise citizen value,
the Commission should
avoid fuzzy missions. It
should focus on advancing
new ideas, and on imple-
menting new federal pro-
grammes that originate from
the Council of Ministers or
the Eurcpean Parliament.
The management of well
established European poli-
cies should now be spun off
into independent, but demo-
cratically accountable. Euro-
pean agencies (with trans-
parent andé meritocratic
appeintments subject to par-
liamentary approval). A
European Competition
Agency or a European
Financial Regulation Agency
would, for example, offer a
better guarantee of service —
because more sharply
focused - to the public than
an unreformed Commission.

Europe has already fol-
lowed the independent
agency route with the cre-

ation of a European Central

Bank. The key advantage of
the ECB is its specialisation
in the conduct of monetary
policy, rather than its inde-

pendence or anti-inflation :
bias. Indeed, the US Fed, !

with its markedly higher
parliamentarv accountabil-
ity and its greater attention

to growth, seems to serve its °

macroeconomic duties as
well, if not hetter, than the
ECB. Nobody disputes that
Europe’s monetary policy is
the job of a Central Bank,

rather than the Commission. |

The same logic should be
applied,
safeguards, to other policies

with democratic :

managed by the Commission .
or, maybe more importantly, -

to areas in need of greater
federal competence.

The current Commission,
with its many missions, has

perversely become an obsta- |

cle to a more integrated

Europe. In its current organ- °
isational state, it is unlikely '
that critical member states |
will entrust the Commission °

with further executive pow-
gers. The heed for a unique
European securities regula-
tor is clear to many observ-
ers. However, if member
states entrusted this func-
tion to the current Comimis-
sion,
would probably relocate out-
side the EU. In the US, the
Securities and Exchange
Commission is a separate
agency. and cne of the most
highly respected regulators
in the world. 1ts mission is
prominently displaved on i
website home page: “We are
the investor's advocate™.
Because of globalisation.
Europeans need a more. not
a less integrated Europe. But
they demand institutions
that maximise the value of
Europe in the eyes of its citi-
zens. A Commission that
refocuses on its essential
role as Europe’s advocate.
and devolves the manage-
ment of policies to speci-

European bourses '

alised and better-qualified .

agencies, is what
deserve.

The quthors are professors at
the Université Libre de Brix-
elles, members of its Euro-
pean Centre for Advanced
Research in Economics and of

CEPR in London.
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