Open Method of Coordination: Functional and Political Origins

by Jim Mosher

At the conclusion of the Lisbon Summit (23-24 March 2000), the Portuguese Presidency advocated implementing a "new open method of coordination" to facilitate reaching the EU's strategic goals in the areas of building knowledge infrastructure, enhancing innovation and economic reform, and modernizing social welfare and education systems. The open method of coordination is intended to spread best practice and help achieve greater convergence towards these goals.  Its fullest current implementation is in the European Employment Strategy, described elsewhere in this issue by Janine Goetschy.

The announcement of a push to expand the use of the open method of coordination suggests several questions. What forms of governance is open coordination intended to replace or to supplement?  Why is this new method being adopted?  What are its potential advantages over alternatives? 

The open method of coordination, as outlined by the Portuguese Presidency, is composed of four elements: 1) fixed guidelines set for the Union with short, medium, and long term goals; 2) quantitative and qualitative indicators and benchmarks; 3) European guidelines translated into national and regional policies and targets; and 4) periodic monitoring, evaluation, and peer review, organized as a mutual learning process (Portuguese Presidency Conclusions, Lisbon European Council, 23 and 24 March 2000).

Open coordination is a post-regulatory approach to governance (Teubner, 1983; Sabel, 2000). While traditional regulation imposes mandates that are relatively specific and uniform, hierarchically determined, static, and substantive, in post-regulatory governance there is a preference for procedures or general standards with wide allowances for variation rather than detailed rules, for intensive consultation to set and modify standards, for standards that are wholly or partly voluntary, and for adjustment over time in response to feedback. Post-regulatory governance is flexible in the face of different conditions across space and time and may foster mutual learning over time that improves policy. 

For much of its early history, the EU relied heavily on traditional regulation through harmonization directives to coordinate actions of the member-states and secure regulatory uniformity.  Although some progress was made, many proposed directives were stillborn.  By the 1970s, the resulting stagnation in the integration process revealed the limits of harmonization in a diverse polity such as the European Community.  The solution advanced in the 1980s was mutual recognition, which allowed the Union to surmount many trade barriers caused by variation in legal arrangements. In addition, many saw mutual recognition and intensified trade and capital flows setting in motion regulatory competition. Proponents championed the resulting regulatory competition as a learning process in which the “best” regulation would eventually prevail. Others were far more skeptical, observing that regulatory competition could lead to a race to the bottom that would undermine social and consumer protection and put the European Social model in jeopardy. Eventually, it also became clear that in many policy areas regulatory competition would have less impact than first expected.

Governance through the post-regulatory approach of open coordination may provide some potential functional advantages over traditional regulation by harmonization on the one hand and mutual recognition with regulatory competition on the other.

Open coordination allows policy initiatives to be adapted to the diverse institutional arrangements, legal regimes and national circumstances in the EU.  It also allows member-states to move at different speeds in reforming policy, while attempting to keep the member-states moving together in the same direction. 

With open coordination, member-state governments are able to opt-out, permitting them to respond to future unexpected real shocks. Member-states that might oppose regulation that permanently takes away policy responsibility may be more willing to grant supranational input and guidance into policymaking through open coordination.

Many of the issue areas proposed for the new open method of coordination are policy areas where member-states seem capable of proceeding individually but may be unsure of the best path to take.  Thus, while supranationalization may not be necessary for the member-states to act in a given area, open coordination at the supranational level institutionalizes the sharing of member-states' experiences with reform experiments.  This organizes and institutionalizes cross-national learning without the risks present in regulatory competition. 

Finally, while reforms in individual member-states may need to be adapted to specific circumstances, there may be collective action problems blocking reform or increasing returns to policy reform. In such cases, it may still be necessary for several or most member-states to move at the same time for the reforms to be most effective or beneficial.  Open coordination permits simultaneous movements that are also adapted to local circumstances.

Compared to traditional regulation, open coordination seems to offer the possibility of acting in areas where full harmonization is blocked.  Compared to mutual recognition and regulatory competition, it can facilitate learning while also allowing policy coordination and possible convergence.

While these functional advantages may be significant, the political advantages may be as important or more important in explaining member-state support for this new method of open coordination.

As a corollary to the first functional advantage, flexible governance may overcome member-states' opposition to EU mandates that they find too disruptive or too alien to national arrangements.  To that extent, flexible governance may allow more EU action in policy areas that are sensitive politically and previously gridlocked.  Any action taken, though, is likely to be more diffuse and uneven. In addition, the generally volunteerist nature of the mandates may leave weak actors subject to exploitation by stronger actors when member-states decide on implementation, even when the mandates are intended to help weak actors. 

Possibly the most important political reason for the expansion of open coordination is that it may allow domestic political actors to shift blame for unpopular decisions to the EU, without having to shift real control.  This would be a version of how the EU strengthens the state.  In the area of employment policy, many member-state governments, even Social Democratic governments, see a need to reform and adjust some labor regulation.  One could interpret the European Employment Strategy as designed primarily to help overcome domestic opposition to "necessary" reforms.  

Finally, open coordination may be a new means to pursue symbolic politics, giving the appearance of responding to policy crises without having to carry out any action.

A diverse polity such as the EU certainly requires flexible governance tools to function successfully. In addition, the advantages in the effectiveness of these flexible governance mechanisms may be significant enough that the EU would adopt them even in areas where it is politically capable of pursuing traditional regulation. However, at this point, the effectiveness of this new approach is unproven.  It is also too early to tell whether the functional advantages are driving these developments or whether the political advantages are the real driving force.  If the latter is closer to the truth, open coordination, rather than generating more effective governance for everyone, may instead create winners and losers within member-states.
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