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Introduction

This paper differs from the existing literature on comparative government business!.
in that it intends to concentrate on the firm as an individual political actor within the
context of its institutional setting, as opposed to the existing political science
literature which has tended to focus on the collective business interest. With an
estimated 200 government affairs offices located in the Brussels area alone”. few
would doubt the growing direct importance of the firm in the development of the
European Union (E.U.). Many have alluded o the importance of the business leaders
to the grander visions of Europe3. whiles others have concentrated on identifving the
increasing access of business to the every dayv technical committees of the European
Commission (EC).* What is less well documented is the firms preference for differing
political channels to the European Union. the logic of action. and the interaction of
these political channels. Such new institutional questions have implications for the
state/firm bargaining relationship and the future integration patterns of the E.U..

At present there is only a rudimentary understanding of how the ditferent political
channels are utilised and perceived. and what draws individuals toward collective or
direct representation. At the European level. with differing tiers of action
superimposed on the collective v direct question. little work has adapted 1o the new
institutional environment. This paper seeks to identify the behavioural patterns of
firms at the European level. and in so doing indicate the limits of existing meso®
interest theories. The first section will discuss the changing institutional bargaining
arrangements of the firm/state relationship in the European political arena. and
highlight the trend towards the firm as a direct plaver in forum politics. Having
established the importance of the tirm in the E.U.. section I maps the behavioural
preferences of the firm. and assesses the different political channels of influence in the
EU.© On the bases of these behavioural findings. section I will appraise the existing
micro behavioural theory for the European Institutional environment. Finally IV
attempts 1o discuss the predictive implications of the behavioural micro model in
terms of the mesorstate firm relationships and the integration process of the E.U..

Fora comprehensive review ol traditional country case studies see Wilson, G (1986) "Business and
Politics: A comparative Introduction”.

=Official Journal of the European Communities. (No 93 C 63 02). "An open and structured dialogue
between the Commission and special interest groups.” Business is further represented by some 300
European federations and national associations, 100 management consultants, 100 Law firms and
various regional and government representations.

IMost notsble recent contribution being Maria Green (1993) "The Politics of Big Business in the
Single Market Program ™ a paper presented at ECSAL In which she identifies the ER.T. as o new
political actor in the European Community . and the mulunational leaders as instrumental in
ensuring the adoption and implementation of the SEA. These leaders being agenda setters in their
own right with national states and European Community olficials.

For general observation al pro active lobbving see Gardner (1997) "Effective Lobbying In the
European Community™, for discussion ol trends see Mazes and Richardson (1993) "Lobbying in the
European Community ™ especially chapters by W. Grant. AL Mce Laughlin and G. Jordon, and 1.
Sargent.

SMeso theory in this paper being theories such as Corporatism or Transnational Pluraiism.

OThe data presented in the paper is based on a behavioural surves of 100 wp European firms, (rom
Germany. France. [talv, UKL and USAL The Survey represents a cross section of seetors, 1was
generally completed by the Director of European or Political Adtairs



I. The Trend. 1970-1995. Firm Political Action at the European level.

Existing studies of business lobbyving have demonstrated a tendency to take the neo
functional counting approach.” assuming the number of lobbies to be representative
of the degree of integration. Such approaches while good on direct observation of the
increased lobbving activity. fail to give a new logic of formation, preference. and
behaviour of groups. This core focus on European interests as a function of
integration. may also have acceunted for the underestimation of specific groups as
determinants of integration. and correspondingly failed to identifv/predict possible
future institutional structures for the European business/union bargaining.

Such a neo functional approach was however concurrent with the initial thinking of
the European Community, where interests were assigned a prominent role in the
formation of a European polity. Since its formation the European Commission has
encouraged European groups. supporting the creation of European federations
through financial assistance and the provision of direct access to the policy process.
However as McLaughlin suggests the "...view of the group as an option for a
member seeking to represent its corporate interests in the EC is somewhat
inconsistent with the view of groups in models of integration”p6 as firms have
increasingly operated through a number of channels.®Yet. for all the observation of
new European political channels there have been few attempts 10 make some form of
hierarchical ordering ot European interests in the multiple tiered system. Intuitively.
most observers have been aware that the business lobbies preferences for the
corporatist model of collective action was limited. but alternative models of action
have failed to materialise due to the lack of information on the quantitative ordering
of political channels and a lack of understanding of the interdependency of these
political channels upon one another and across issue.

Clearly. the relationship that the firm and European Union have be able to foster has
varied over time. altering with the evolution of the institutional structure of the EU.
the policy focus of the administration. and the economic market perspectives of the

tirm.

In the formative stages of the European Community. the objective was an attempt .0
mirror the national political relationships ot corporatism that appeared to exist during
the 1970s. The European Commission sought to further a European identity parallel
to the national government. while gradually reducing the level of national interest
representation.” The failure of such a approach. -which has been documented by
Streek and Schmitter.!"- can be attributed to the very strength of the national

."Bull-PhiIILp\ 1985 7 Pressure Groups in the Furopean Communiny © UACES. Oceasional Paper 2.,
Andersen and Eliassen 1991, European Community Lobbyving” European Journal of Political
Rescarch. 20, p173-87. There has heen a tendeney o mistake quantite with quality ol representation.
The increasing development of European groups does not necessarily mean.-as Andersen and
Eliasen claim- new corporatist structures are formulating in line with the Furopean Union.

A, MceLaughlin, in “Representing Interests in the European Communiny ™ 1993 ECSA paper.
"Thrnugh the hope of reducing the need tor reconciliation between ditfering nitional ohjectives, see
Butt-Phillips 1985 op.it.

10T his s well chronicled by Streek and Schmitter (19917 in“National Corporatism 1o
Transnational Pluralism: organised interest in the single European Market.” Politics and Society.
19, plid-1nd



systems. which allowed the business actors not to enter the European tripartite
agreements. !

This action was partly a function of the locus of political activity. which clearly
remained at the national level. due to the Council of Ministers right of veto.
Consequently. for the firm there was little incentive to alter traditional means of
representation. as it could rely on unfavourable European policy being blocked at the
end of the political process.!2 [ This national focus was further strengthen by the
antipathy of business towards the European federation. due to their defused
membership focus and consequent slowness of reaction to policy and information
requests. Firm level action was therefore reactive and destructive in nature. observing
the agendas but contributing little directly. Such action represented the low cost
option and maintained the political status quo. but contributed little to the integration
of the European Community.

The reason for such limited political action was not merelyv the institutional voting
structure. but the policy area in which the Commission at this time had a mandate.
The broad single policy areas did not represent the core business strategy areas of the
firm. but rather the wider operating environments. for which the firms rarely had
specific policy initiatives. As such the tirms did not try to develop direct business
links. but rather allowed their favoured governments to fight for their general
favoured market environments. '3 The public good nature of may of the early
community initiatives . created limited strategic incentives to pursue new European
political channels in the search for economic strategic advantage over rivals, As a
result the development of a politicallv sophisticated European tirm was impaired by
the incentive to free ride on the European Community legislation. especially in the
tace of poor representation and minimal input of the federations.

The Single European (Act SEA) in the 1987 changed the economic boundaries of the
firm. and the nature of the political goods available at the European level. Ironically.
however. the credibility of the European federations as representative of the business
view had been permanently damaged in the eves of the firms and the Commission by
the start of the single market program. The European federations having been
reduced in influence. due to their cumbersome nature. just as the European
Community began to enter the direct legislative -core strategyv- environment of the
firm. through the 280 single market directives. The establishment of the single market
and the legitimacy that it ereated for the firm in the European political process was to
have enormous effects on the European institutional environment and the
development of the tirm as a political organisation in the mid 1990s.

The multi issue politics of the mid 1980s. created an environment of pluralist

ViGram (1993) “Pressure Groups and the Furopean Community™ in the Mazey and Richardson
1993 op. cit.and Sargent (1983} "Corporatism and the European Communin ™ in W Grants The
Political Economy of Corporatism. both highlighted the preferences for national channels during
this period

12Carlos Ferrer President of UNICE (1991) “Strengthening the Business lobby at European fevel”
C.E.P.S. Lunch presentation programme.

137 his would tend 10 support the idei that many of the Tirms in this period were maionally or
alobally orientated. and did not eovisage a European market environment of any straiegic
stgniicance.




interdependence. where the firm wanted 1o be aware of the development of the
initiatives which were close to their core business areas. while the Commission
sought quick and reliable information from the practitioners.

Moreover. Just as the policy domain moved towards the core business areas of the
firm. the institutional structure of the European Community was in a state of flux.
allowing a voung bureaucracy to open its doors to new tvpes of political actors. This
was a recognition on the part of the Commission that it did not have the resources to
deal in the expansion of legislation. As one senior Commission official stated " We
are terribly understafted and over stressed. My division is responsible for 44
directives and 89 regulations: monthly mail which requires a substantial answer
numbers about 350 picces. And | have about nine statt to deal with all of this. The
corresponding administration in the (United) States has 600 people.”1+.

The SEA. in addition to giving the European institutions a role in the everyday
business decisions of firms. removed the need for unanimity at the Council of
Ministers (CoM). The resultant loss of veto increased the risks of relving on national
government representation at COREPER. at the end of the political process. The
firms realisation in this period that they would need o make private representation
and that the destructive lobbying of the CoM would have limited input into the
directives. created a positive political economic rationale to become proactive
lobbyists at the European level. even if the cost of action was high. The result is the
well documented boom in lobbying in the late 1980s.1% with some 10.000 people in
Brussels seeking to influence the European policy process.

Up until the late 1980s the Commission had represented an adolescent bureaucracy !0
affording access to a wide variety of political interests. while often actively seeking
strategic political pa:tners. However with the resultant increase in European
representation in the light of the SEA. the commission increasingly moved towards
access overload. and needed to restrict entry to those it felt could be its natural
interloceurs. The larger firms in loose groupings represented natural and proven
successtul partners. Especially if some form of dominant industrial grouping of key
strategic plavers could be attracted for cach technical issue.

Companies increasingly became integral plavers in the policy formation process either
directly as individual actors. or indirectly through new loose cross border alliances.
The Commission encouraged the formation and establishment ol new cross-border
informal industrial groupings that tormed the basis ot quasi formal industrial forums
such as the Raveistein group.!” While the existence of the European Round Table
(ERT)!8 technical committees provided the foundation for new technical industrial

I'EBur~-lnn—‘\af:lr.l;lclIcr. (1991) "Lobbying The EC: The Views of the Policy Makers™ p22,

I3 Andersen and Ellison 1991, ob cit. But-Phillips 1991.P....... Richardson 1993 p.ob.cit.
”’\l;wc_\ and Richardson 1993, pl0, op.cit.

TA cross sector aroup of Brussels based political alTairs directors, representing some ol the worlds
largest MN companies.

SAn organisation comprising of 40 European industrial leaders. 1t organises work shops and
technical committees o advise on a number of hroad political questions. See Green (1993) oh. cit.
for its contribution to the SEA program. In 1993 ithad 13 working commitices ranging tfrom
competition pohicy and industrial issues through o education and environment. (ERT Mission
statenment 1993),
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forums. The result of such committees was the establishment of an inner core of
policy makers. The significant difference from the existing federation structure was
that theses grouping were the sum of like minded firms. as opposed o the sum of
national associations.

Where. federations reassert themselves radical restructuring of membership has been
required. allowing greater direct input by the firms into the policy discussion and
often individual companies have taken on the roie of direct representation on the
behalt of the federation. depending on the technical level of the issues.'?

The improved effectiveness of some of the European federation in the late 1980s may
also be a function of the leve! of legislative activity occurring in the sector. Most
firms have a limited resource budget and have to priorities issues. therefore some
issues need to be tendered out.2OHence the greater legislative process. the more firms
are willing to share out the burden of representation. This was offered as one
explanation for the success of CEFIC. EFPIA. and BOP and may help explain the
movement lowards the firms direct representation within these organisations. [t is
however interesting to note that many officials have commented on the increasing
role of firms in the 90s at the expense of associations. Whether this is a function of
the slowing down of the legislative cycle in Brussels. needs to be assessed. as well as
the permanence of the firms position in the process. 2!

The freeing up of the firms political resources. - with some 200+ SEA directives in
force. -may have resulted in the success:contribution of firms in the wider political
issue forums of the EC22. In addition. as the firms have become more sophisticated in
the light of 10 years of direct political action. new tvpes of collective arrangements
have come into operation. While they still seek « collective good. these groups tend
to be more focused on limited goals and therefore it is hoped more effective in
seeking policy. These forums have taken the form of business round tables3 with the
key players. those that are able to carry the political economic market. and push
through implementation and standards in the national markets. In a conversation with
a head of unit responsible for one such round table it was noted that "...while | prefer
the European group position from one source. I am realistic enough to know that
some views count for more than others. its therefore best to know them openly. |
invite business and associations. Some times associations invite particular

1910 these newly structured federations there has been a large policy discussion on the role of the
national associations. CEFIC 20000 published 1992 and interviews with members of ACEA in 1994,
Possible to see an inverse hierarchy to the traditional interest structures, where the firms and
European federations feed European collective decisions back imo the national potitical
environments through the federations.

2 nterview with an in an Halian tirm. September 904,

2IThe tact that the rejuvenation of the federations is firm driven. would seem 1o undermine the
assertion of Andersen and Elaissen (1991) that the boom in European lobbying will resultin a
corporatist structure re-establishing itseil. The modern bargaining game would appear 1o be
determine by the private political of firm. not collective goals. As section T will develop
22Suprmrlcd by interviews with French. German, and British Hirms.

23 For example. Maritime Forum. Transport network round table. the Auomobile workshap. Steel
pancl. IT and Telecommunication superhighway groups. Not w mention the intormad cross sector
groups discussing enlargement. the environment. US Furope Trade Relations and R and D.
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companies.”#

Whether this movement to forum politics was a normative policy of the European
Commission to create a constituency. or a gradual closing of the traditional channels
by the heads of units who had identified the key plavers in there policy domain needs
lo be explored. Regardless of the initiator the outcome has been the development of
formal or quasi formal forum politics. Whether this represents a form of Heclo's>3
elite politics or a new institutional structure is alluded to in the course of this paper.

One clear result of tirm level political legitimisation, has been that firms have
established an internal structure to maximise the opportunities available from the
European political market. This development has had serious implications for the
utilisation of the various political channel and requires a reassessment of the
traditional political action models. In understanding such competitive political action
between firms it may be possible to predict what are the implications of the new
business institutional arrangements for integration.

II. Present day action by firm.

It is clear from the graph below that companies adopt a multiple strategy when
dealing with the European Union.2®What this pic graph provides is an actual
weighting of action as the data represents a revealed preterence for the various
political channels of intluence to the European Union. Each firm allocating 100 units
of political resources between the 12 options listed in the pic graph. This approach
avoids the traditional problem of ranking organisations/channel in a multiple tier
analysis. The identification of the allocation of funds. providing a stylised present
value preference for cach of these channels. The ranking order of political channels
can be improved when compared with the cost benefit and perceived eftectiveness
rankings.2”

24Discussion with a head of unit about the list for a new forum. Internship DGHIE March 1993,

2SHeclo 1978, Issues networks and the Exceutive Establishment, In A King ed "The New American

Pohtical system”

20a, previously observed in Greenwood. Grote and Ronit 19927 Organised Interest and the

European Communitv. this collection has interesting examples of sector differences in action
atterns. Mazey and Richardson 1993 ob. cit..

=7 For full analysis of channels utilised the cost benelit structure of political action and efficiency

perceptions of the firm. request relevant chapters from my forthcoming PhD thesis.



Preferences for Political Channels
Allocation of Political resources

Lobbyts%%%? 8%)
EP Commit (4.5%)
EMP. (4.5%)

National Association {14.1%)

N\ N.Civil Serv. (9.5%)

: " Local MP (3.2%)
EC. {22.5%)

Central govern (12.7%)

Regions (3.3%)

The primary political activity of the firm is to gain direct access to the European
Commission. with approximately a quarter of most companies political resources
dedicated to this channel. Such action would appear to be consistent with the
etfectiveness ranking that firms awarded to the various channels, and was facilitated
by the good access that most firms believed they had to the Commission.=S This
growing focus of political action must have implications for the traditional logic for
collective action. and for the models of integration.

However. while the European Commission is considered open and accessible. the
direct etfectiveness of the tirm 1o influence policy is determined by the question of the
tirms reputation. That is its reputation as a provider of reliable information. Its
reputation as a European company or plaver.2? Its reputation as a representative of
the sector3Vor at least aware of implications of the strategy for sector, Its reputation
for sympathv.closeness to the normative objectives of the European Union or
Commission®!. Its political reputation/power within its national and sector markets. 2

28 Access is perceived o be very good with 807 ol companics believing they hasv e access o some
level of the Commission

2”}%11:)5)&:;111 Company being in terms of geographic production or outlook, notalways from origin,
as can be seen by the positioning of many US firms

Shwhat represents the eritical mass to achicve the access is hard to quantify and varies on the
sectors market structure. ie. Concentration levels and the tvpe of market National, European. and
Global size. This is well highlighted by Penchy. In one market itis the monopoly producer of
Aluminium in the Europe. therefore has strong direct finks with the EC. but in packaging it is just
one of @ number of evenly competitive lirms and has to utilise and even favours assoctations il
policy can be agreed

M Ear a clear example see Green 1993 ovcit. tor the discussion of the membership ol the ELR.T. by
the Dircctor general of DGIT and industrialists.

32 This is a distinet point form being representative of the seetor. the connotations here are that the
{irm can exert polincal influence at home and act as a channel for the political amintions ot the BC



The importance of the tirm as a direct political actor is further enhanced if one is to
consider the tact that 45% of companies surveved believed that they had access (o the
Commissioners of the European Commission for high politics questions. How far
this level of access. influences the real day to day political action should however be
questioned, as it is often more public relations for the government affairs department.
showing the chief executive the importance of Europe.33 Occasionally the chief
executives and commissioners discuss high level political issues during the course of
think tank groupings such as the Bangemann forum or the Christopherson group.
However. more often this level of representation is instigated at the top. but the
general process of dialogue is through the E.R.T.. and this in turn -after the general
meetings- tends to be handed down to the government relation offices and technical
experts of the committees. such as Monetary Union or Transport networks. Perhaps
then it is the 60% of tirms who believe they can achieve access to the Head of Unit
which exert the greatest specific influence on the formulation of policy.

The graph below represents the changing patterns of behaviour in the last ten
. 34
years.:

Changing patterns of behaviour
Allocation of resources

%

Poltical channels

331nterviews with a British bank and a German heavy industry conglomerate. supported this view,
The British banker said that he arrange the interviews 1o maintain his political budget as this was
the most visible outcome of the work for the board. He also wished o inerease the Companies
European profile and Board level mectings with the President of the EC helped wain good press
341 should be noted however that the completion of the W vears ago results fell away as in many
cases the firm: had no political strategies for Furopean. hence the real pereentage change may be
larger sull.
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There has been a clear trend towards political activity through the European
institutions due to the institutional and economic changes previously described. What
is perhaps more surprising is that while collective action was in general decline in
relation to the influence and importance of direct action33, it has managed to rally by
49 in the European political environment, from a period of stagnation in the early
1980s. How far the growth of European collective action is a function of European
integration or related to the increase in European business direct action will be
explored in the following section 1.

For the remainder of this section I wish to highlight the sophisticated political
thinking of the firm.

The mere ability of the surveved companies to attribute some form of ranking in
terms of efficiency of influence and the ability of the firm to allocate political
resources to differing channels dependent on issues. indicates some form of political
strategic thinking.

In taking up new political channels cost has becomes an increasingly important
consideration. especially when the policy outcome of the channel is called into
question. This real budget constraint has been confirmed during the course of the
interviews. with one interviewec?¢ explaining that his budget was fixed for political
action within the general corporate strategy program. and to find resource for a new
political option involved a cost benefit and reallocation from the existing pool of
funds. Where returns are unclear. the cost of participation is a significant variable.
Under these conditions new political variables are slow to be utilised. and the
problem is magnified in times of recession as budgets are restricted. This explains
why the European Parliament as an option has been less utilised than the Maastricht
agreement would have lead us 1o believe. especially when most firms interviewed
predicted that the European Parliament would grow in importance. but in the same
breath claimed that at present political returns where ambiguous and that for the
present they would merely monitor the EP activities and inputs.?”

Political atfairs directors recognised that at some point they would have to act. but it

3 Thatis 10 say that traditional lederation hierarchics of national associations 10 European
tederations were no longer the sole European political options aviilable to the firm when seeking o
make representation. Consequently. the ratio of direet action o collective action must have changed
30 Iperview of 4 British Acronautical com pany conducted in February 1994,

S7E.P. results show the ambiguous nature of the institution. Elfectiveness, o olten comes down o
individual EMPs and their ability to "Pick up and run with an issuc. unfortunately oo many
{Raporteurs) are just unaware of their bricts.” Interview with French chemical company February
1994 The individuai EMPs scored higher than the European Parliaments working commitiees. this
comes down W location and sunk political good will in a region. A major shipping company in a
declining region or a major car producer may have strong production commitments 1o the region. It
therefore may have strong reason to believe that the EMPs will fight its corner o the Last. making
representation to the Council. through Europer and national channels. and pursuing the European
Commission. Itis hardly surprisingly that the Danish EMPs are the most active in following up the
Maritime Forum. Against this the committees are ambiguous in outcome (with politicai
arrangements) and slow, and alwavs risk being made irrelevant by the political vote in Strasbourg,
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was interesting to note that none wished to reallocate resources trom their existing
resource bundles, all agreed that new funds and personnel would have to be made
available, hopefully with better economic times to come. Recession and boom seemed
pertinent to the take up of political channels. As previously described the firms where
quick to allocate funds to the European Commission during the legislative boom of
the1980s, but the full direct take up of political options was due in part to the
financial resources available in a boom economic period. "It was only after the
allocation of budget that the realisation of the full benefits of direct action where
made."38 Clearly the volume of the legislative process was also important - making it
cheaper per unit of political return - or rather a better cost benefit during the SEA
period, due to the need to be involved in technical activity of the single market
directives, being discounted against a permanent Brussels representation.

Cost Benefit
Effecectiveness - Cost

~ w o W
B

oo -0 30

o . : : . i e B
N.AssocN Civil SLocal M. Gowern PEIBhs E Asso UNICE  E.G. E.M.P. EP Com Lobbyis!
el

Channels |

Under such conditions the pereeption of cost may become important in terms of
speed of take up of political channels, by those firms who have had little experience
of the political market. New companies entering the European political environment

B nierview with a British Pharmaceutical company February 1994,
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will have to monitored the success and outlay of their competitors and partners. but
will finally have to judge their own political needs against the cost of each channel.
This calculation will be greatest for the SMEs, but even the large firms would appear
to have reached some form of rationality level.

When it is considered that the European Commission has increasing demanded
specialised technical experts and decision makers. as opposed to the traditional
representative liaisons. and firms were increasingly expected to make regular
representation. It is not surprising that many decided to locate some representation to
co-ordinate this increasing activity.3? With this increased dealing with the European
Commission has come an increased understanding by the firm of the information
gathering cost benefit.

Once the cost of location has been absorbed by the company. extra economies of
direct lobbying can be made and more sophisticated political games plaved. If a
permanent representation is located in Brussels for specific company factors. it is not
going to be as significant a high cost to become involved in some of the wider
normative questions/think tanks which may in turn lead indirectly to extra long run
benefits. The result of this new activity is that the cost of utilising most European
institutional options has tallen. That said national channels are still relative to the
European counterparts. the lowest cost options - but this 1s to be expected atter
decades of informal usage

An important and much cited aside is that some of the informational roles
traditionally ascribed to the federation have been provided by the permanent
representations. Lowering the informational search costs of direct action and
providing general co-ordination support.*! The German representation co-ordinates a
network of informal meetings between German nationals in Brussels. and lists of
contacts in DGs Associations and firms, it is not tancy full to assume that the other
permanent representations do the same. This does not mesn that the national routings
are increasing. rather. the usage of the permanent representations is a direct
consequence of the growing direct action of the firms at the European level and a
need for the national governments to provide a service to remain within the Brussels
firm political game. This action may have further underestimated the national civil
services in the allocation of resources tables.

A subjective negative opinions to national governments could also be picked up by
the better ranking of MPs. Civil service. and governments. in the simple cost benefit

39There have been notable scetor exeeptions such as banking and defence. The differing rationale
for these sectars being based on the market structures and traditional Hinkages. Both banking and
defence operate in highly international markets, Which play from detended national structures the
first being highly regulated environment the fater industrially strategic. Both hive had @ long
tradition of national government support. Henee the European action or lack of is not so much cost
based as a pragmatic political approach. linked w cconomic reality ol markets.

HHence the true cost of action may be lost in time due 1o national good will and traditional
contacts. As one interviewee said it is hard 1o place a value on the traditional routing. s so many
arc informal mectings,

Hinwerview with the British permanent representation. and informal talks w0 Halian and German.
The importance of the PRs was highlighted by German. British. French and Nalian companies.
while US companics felt AMCHAM provide this role more than Embassy.
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equation. This may be explained by the possible divergence of policy between the
firms and national companies. This is highlight by the tact that one British flagship
company*2 favours a European company registration and European employment
laws, and actively lobbies for both by leading the European company directive at the
E.R.T., so actively pushing the EC against the wishes of the British Government.
Likewise one large ltalian company was quoted as saying that the Italian government
was not well enough prepared on industrial affairs to represent its interests and was
often to slow in making up its mind. Here trust and beliet in a channel are seen to be
the most significant determinants of action.

Not surprisingly the cost of using a professional lobbyist is highest, this helps to
explain why firms have increasingly opened offices. as their legislative, and political
needs increased in the European arena. Additionally, the lobbyist is increasingly being
marginalised by the EC, which is trying to increase its openness to core actors®3,
while reducing the ability of the lobbyist to make money on the information that is
ready available to all. As a result the cost/benetit for most large companies is low in
terms of general representation through the lobbies. Interestingly here even SMEs are
shying away from the consultant political options and are seeking to use the otfices of
those large companies they supply.+4

The European federations represent a high cost option with their membership fees,
yet inversely many firms claimed  this to be important for usage. as they want to feel
they were gelting their moneys worth. 4 The central cost rationale for membership
would appear to be a desire not to be excluded from the club and long run political
games, regardless of the federations ettectiveness today, as future returns may bhe
lost. Few firms doubted, that the federation generally reduce information transaction
costs, due to European Commission keeping them informed of new actions. hence
the federations can act as a positive channel of high quality information. Having
presented the general decision to contribute. it should be noted that in some specific
cases federations represent the monopoly supplier of effective access. How they gain
such privileges and more importantly how they stop circumvention of the collective
policy. needs to be explored in the light of the general trend towards direct
representation and multiple channel action available to most firms in a sector. What
can be said however is that they are not the primary political channel that traditional
integrationist would have us believe.

In light of the increasing dircet individual firm access, the rejuvenation of some the
federation at the European level would appear surprising. especially. if the problems
of the 70s and 80s where considered©, However, as the firm has matured so to has

Fnterview February 1994

Higee press release on the open access W the EC July 1993 for who they wish o give Tavoured
access . The core idea is that those who make cconomic gains from information mediation should
be regulated, while dircetly inerested partics should maintain access.

HThis trend is most notable with the large Halian companies which have had a political radition of

representing SMES in faly and presenting Italian industrial policy at the European Commission

Interview with major Halian conglomerate. However this trend is also visible in the banking world

where i need o keep thar elients informed has created o new European role for them in Brussels.
SA surprising reply. but felt get out what they put inand did not wish to lose out by not being

imvolved.

0y political action logic ol participation. should have lead o a trend towards a negative cost

benelin ratio, Perhaps the positive results have some same bias in that the positive examples of
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the federations structure and its role. The change in the role and relationship with the
large European firm is best highlighted by the experiences of the Chemical
industry.47But in allowing firms to have direct access to the decision process within
the federation. and to represent the interest of the federation and their competitors on
specific issues the federation. has made itself into a viable policy option for the 90s
within the direct action or politically autonomous political action strategies of the
firm. How far this is the firm driving the institutional change of the associations and
the development of new collective forums needs to be explored further.#

The popular feeling in the course of the interviews. was that the speed of the
mediation process has been improved by direct membership of the federations and
that more concessions can be made with rivals firms prior to the governmental policy
negotiations. so facilitating access/speed to the policy decision maker. The private
behavioural game being that unfavourable policy can be discounted against improved
access on core policy issues by the firm. or swapped with rivals interests.

The ability of federations to maintain firms participation at the Brussels level. must be
related to the setting up of the permanent representations for direct lobbving access -
which have created economies of political lobbying scale-. and the firms
sophistication in using federations for other external private goals. Itis clear from
conversations with firms and functionaries that the federations have in recent vears
benefited from the increased political resource that business supplies. It is paradoxical
that the reconstituted success of the collective federations can be seen as a function
of the direct action of firms.

II1. A Critical assessment of the micro political action literature from a
European
Institutional Perspective.

This section is interested in the question s the collective action of today driven by
the same behavioural calculus as 10vrs ago? That is to say are behavioural change a
function of increasing numbers of political channels and-or a change in sophistication
of the political logic of firms?

"It is not an accident that the ... organisations listed are all supposed to work
primarily for the common interests of their members. Purely personal or individual
interests can be advanced. and vsually advanced most etficiently. by individual.
unorganised action” Mancur Olson 19654

It is a logical statement. in so tar as the group will not be formed for a purely
individual interest. but a collective interest can be utilised tor a private interest. it it is

restructured direet participation assoctation the majority - such as CEFIC. ACEA. BOP. Pharmied.
ECAA.

+78ee T CEFIC 20007 4 paper planing the relationship between national Associations Furopean
federations and the large firms. A CEFIC publication 1992,

B A strong case Tor the EC during specific periods through the regulation of the market and access
10 discussion making can be made. Asked at other times and the market structures (Green 1993) and
inter-government (Moracvsik 1993) seem o predominate. What is the institutional. policy. market.
avele.

A ancur Olson (1965) "The Logic of Collective action. Public Goods and the Theory of Groups”
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already in existence. Here perhaps is an obvious but important point, Oslon's, model
is intrinsically correct, in its understanding ot the formation of collective action
groups, but it does not allow for the interaction of the collective group action with
the other political channels available to individuals, nor does it allow for the
utilisation of the collective when formation costs do not enter the calculus equation.
It is therefore a static game, which fails to allow for the discounting of collective
costs against tuture private benefits.

That is 10 say that Olson represents an either or type of model. The reality as the
above behavioural data shows that collective and direct options are used
interactively. and collective may even facilitate/create direct individual action by
establishing individuals reputations.

Olson, assumed that individuals would not act to advance collective positions, unless
there was coercive actions or 4 separate selective incentive, distinet from the
achievement of the collective group. The logic being that individuals were compelled
to belong to the group by the internal group pressure, and that maintenance and
formation were the result of the continued existence of internal incentives.

In the European case the formation point is of diminished importance, and the
questions ol maintenance/type of membership by the group, and utilisation by the
individual become more significant. In the European political environment, European
federations are actively encouraged by the European Institutions,™ 1o the point of
favoured access. so providing an external incentive for formation and maintenance.
This would appear to have been recently reatfirmed by the EP and EC's white papers
on the open access to the European Union.>! This coupled to the existing
infrastructure of national associations. meant that the formation of such groups was
more a question of adding higher peak level groups.32

The implication of an existing organisational infrastructure and positive external
inducement. results in:

1) Lower formation costs.

i) An understanding of the function of associations.

1i1) An expectation of political returns from participation at the European level.
and consequently,

iv) different utilisation and expectations of a collective action.

In Olsonian terms. the cost benefit for coflective action was likely to be positive in
the European market. and initially there would have been no stigma involved in large
Furopean firms free nding the European associations collective good. as in theory,
the membership was the sum of the national associations. But the reality ol the

501n some cases the patronage has actual come from one firm which seeks W gain a European
association/eredentials, For example the case ol Phillips forming in effect a its own private
European federation.

Sgee 0 (N0 93/C 63/02) and EC. Press release on "Round Table mecting with special interests
groups” 27th July 1993,

S2Jordons 1984 studies of public interest collective action inferred that group behaviour is now so
much ol astock response in society that for many individuals there is no real issue of viability. This
social norm seems appropriate 1o the use of Eoropean peaks ( see Tater discussion ) and seems to
circumvent the olsonian tormation problem.
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1990s, as previously discussed. is that firms have actively sought to participate
directly at the European level. both in terms of private direct access to European
Commission and through active participation at the collective European federation.

Why did they seek to participate? Why did they seek Lo change the membership
structures”?

Marsh 1976 would argue that the costs have become so low that firms fail to reach
their rationality threshold.33 But at the Furopean level, direct active participation of
the firm. as opposed to just membership of European federation. requires a large
resource commitment to participate fully., especially if people of senior rank are
located in the Brussels area. It is apparent from the survey that even for large
companies. finance was a significant variable in the utilisation of any new.unknown
outcome channels.

An alternative perspective is to see the success of the Furopean federations to
maintain and create direct firm membership. as not merely as a function of the
collective good and selective benefits - that they provide.- but the ability of the
federation to create insider status - "good will" - for the firm to seek specific private
goods at a later date. This is not an objective of the collective group. but a positive
externality. as being seen to be a good member ot a European collective position.
affords entry to the European Commission at a later date. on a specific private issue.
This differs from Olson in that it is not the group leaders who provide the incentive.
but rather it is the positive externality of the groups existence. and the preferences of
the European Commission. This extension of Olson would indicates that.

Collective action can. in itself - regardless of the achievements goals of the
group - act as an incentive to conformity and a disincentive to free-riding.

This assumption would expand the rational actor model by providing a long run
"political” variable that the pluralistic models seek™*. while maintaining the rational
assumption that individuals do not join solely for the collective good.

This raises the question. should the level'type of participation be differentiated? It
may be preferable not to make the broad distinction between contribution or free-
riding. but rather to define action in terms of the level of activity. once general
participation benefits have been accrued.

To monitor what is the degree of activity required at a collective level. for a
European firm to gain insider status with the European Institutions? Is it enough to
be in a European collective or does it require regular contact with the Buropean
Commission through the European tederation?

Having identified a more politically aware firm and having accepted that collective

S3\arsh. D ( 1976) * On Joming interest groups an Empincal Consideration of the work ol Mancur
Olson™ British Journal ol Political Science.p237-271. however his work was base on a national
sample during a period ol tripartite bargaining, and form a sumple of 800 SMEs.

SHpluralist view saw lormation of « group as a lunction ol general soctal interests and that groups
membership can only increase i it reflects a common interest for i wider number o idividuils,
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action is driven from a private political motivation, it is now rational to assume that
the firm will seek to maximise its input into truly broad based issues within the
collective group. The cost of participation has been incurred so it is rational to utilise
the facilities. This would be rational if the firm wishes to maximise its political and
economic return from its political action - ie gaining economies of political action.

Additionally. it may account for the increased number of functions that the
tederations and associations perform. The services provided by the associations,
coming out of the individuals desire to maximise its returns from participation. It is
therefore paradoxical that a collective group may become more active in public
areas,”” due to the seeking of private benefits of its members. The participation of a
number of large corporation in UNICE has resulted in it taking on a more active and
successful role in the normative policy debate at the Commission 50

A KINKED POLITICAL ACTION SUPPLY CURVE

(&
o} Supply of Action
Cost

A Political Activity Q

To reformulate. accepting that externalised private benelits act as the catalyst for
collective action. It can be argued that, general federation action and member
participation will increases, if the initial high cost of entry into the collective
agreement is discounted against the future external private goods. The steep supply
curve AB above represents the initial formation costs and membership fees of the
federation, which are in effect paid for from the external private good received by the
firm at a later date. Hence the cost of the traditional roles of federations, are
represented along the flatter line BC, (which represents the day to day administration
costs). The result of the firm's increased political action has been a rejuvenation of the
European federations in the Luropean Commissions eyes. for those federations such

Mis w rong, w assume that a collective good is Tixed in nature as much of the writing, in this arca
seems o assume. Additionally firms will have ditferent objectives within the collective arena and
diltering utilities tor policy urcas.

S0Gee UNICE inerview July 1993 and supported by series ol firm interviews during

December 1993, February 1994 and May 1994,
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as CEFIC that have allowed the direct participation of the firm in its activities.
Hence it can be claimed that,

Firms discount long run individual access against short run collective action
costs.

If the general long run political extension is accepted: Which of the formal market
assumptions of the earlier models apply at the European level?

The concept of what is a collective good needs to be address. In the Olsonian sense
the collective good is non-excludable and non-rival, that is all who have an interest in
the policy domain can gain from the provision of the good. Yet in reality even for a
club or association the policies pursued by the group will have different benefits or
costs for its members. At the European level the risk of a collective bad. becomes
greater. as the participants of many European groups have more divergent interests,
That said. extreme adverse policy is rare. as policy is usually the point of minimum
resistance, as opposed to a strongly negative position that may result in a firm pulling
out its support. There was well cited example of Peugeot. but even here they realised
that the cost of being an outsider was too great in other policy arcas. to allow even a
core policy difference to drive them out for a long run period.~”

This goes further than King and Walker 1992.- who saw the explosion of business
interests and participation in the 1960s. in terms of firms reaction 1o business
threatening environments. - as collective membership is seen to be long run. Core
business issues which entail survival are otten of the private good nature - such as
subsidies and state aids. but to access these business threatening policy areas. political
action must be constant and political channels nurtured even during relative positive
economic periods.™ Membership at the European association level is more thun just
to monitor collective goods. it provides the opportunity to act quickly in the private
sphere with European credentials. As a result membership is not merelv linked 1o
periods of economic difficulty in the European Union. but during hooms and the
establishment of the single market. This helps to account for why it is rare tor
membership of European Associations 10 lapse as in other collective arrangements.™?

Obviously the size of the collective group becomes signiticant tor the above point. A
European Federation is often constituted by, national associations. and increasingly
large corporations. The existence of two differing types organisational members will
have obvious consequences for operationalising the Olson concepts of competing
perfect markets at the European level. What is a small numbered group? While there
may only be between 12 to 20 associations and a few Multinationals. the associations
actually represent 100s of small companies. What is the uniformity of interest

-f?Fcherr_\ 1994 interview.

S8 fact it would appear W be during the more positive cconomic periods that new innovative
political channels arc developed., as pressure for returns on the political action is reduced, and
conscquently the relative bargaining strength rests with tirms in dealing with the state.

S9Turn over of European Association membership is low.- rare that national associations leave or
firms exit compared to the issue groups turnover. where it has been estimated that trnover is about
607 of membership cach vear. Estimate. from the Robert Gordon University project on public
inierests.
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between associations and firms? Who has the greater relative political strength in the
European federation and within the European political network, the firm or the
national association®? 00

As the varicty within the tederation grows the possibility of partial collective goods®!
increases. and so to does the incentive to participate. Similar positions at the
European level can be expected by the large European players. Individually some of
these firms have a large input into the direct policy process -even on collective goods
issues - which. when combined. even with some concession makes their position
assured. In colluding they stop the commission playing them off against each
other.®Zand reduces the pick and mix options for the EC,%3for the industry against
other interests groups. Some large sized® companies regardless of number within the
federation will participate as they know their relative weight in the organisation
affords them influence, but at the same time the federation will grow in importance,
therefore both gain.®3 This observation would add weight to the Frohlich,
Oppenheimer and Young assumption that;

The supply of collective goods is not static, but will be determined by
degree of the involvement of eligible members.

During the study the dominance of policy in the individuals logic of collective action,
has been demonstrated by the voluntary sharing of policy monitoring within the
associations.®® Here, the dominant economic and political players have taken
responsibility on specific issues for all members within the group. This is a rational
action for all players. The smaller players do not have the resources to monitor
indirectly and therefore may be unaware of the action of the EC without the
association and arce at least sure that industry has an input into the decision process, -
even if bias in favour of one firm, against other interest groups. The larger companies
have greater access through the collective position and are able to mask their private
goals when dealing with the EC. they will also gain from the reduced costs of
lobbying their core policy goals and can allow others to represent them on secondary

OOThe answer 1o this will be a function of the market concentration of the sector in the community
as well as the institutional environment. A detailed analysis of the variables that effect political
preferences for channcls is developed in the PhD.

Olpariial collective gouds oceurs where the diversity of the group, results inan opportunity for two
or more policy options. The final collective position being a function ol those that sort 1o influence
the mamnages of the group. This shows that 1) collective positions are not fixed and ii) tha
individuals can be part of a collective decision for which they have no preference.

62 5 commonly held view in support of federations during - interviews,

O3 A not uncommon for the EC official o take the option which most closely mirrors his own as the
industrics, regardless of number of alternative representations.

O4The size variable is hard 1o define, but it is hoped from the data 1o follow it may be passible to st
the size of the company inst preferences for action. o provide so scaling.

O e relative bargaining position ol the Eleetrical lederations being strengthened by the
participation of Seimans and Phillips. Sce Interviews February 1994 for comments on their own
political weight in these organisations and how they set up ficldoms.

OO his trend is most notable in the Chemical. Pharmaceutical and Ol companics that have had a
tradition of political dealings and cconomic collusive behaviour, -"olten interests are clearly
demarcated and distributed within the association” A Chemical company political aftairs dircetor
February 1994,
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issues®”. This would indicate a form of partial collective good,

Firms are not free-riding, but rather selectively sharing out responsibility in
relation to private goals within a collective environment.

Firms are willing to subjugate policy preference for greater influence on core
business interests.

Firms recognise that collective voice exerts more influence even if they are
the  dominant producer and clear political leader of sector.

A second possible implication of the mixed nature of European federations is the
diminished importance of Moe's solidary variables.%® The survev showed that value
added services where unimportant for 547 of firms when utilising the federations.,
and increased to 919 if given a choice between policy issues and federation
additional services. These results would tend to lend support to the pluralist logic of
political preferences driving interest action. but this needs to be premised by the tact
that action is also a function of influence and access.

The findings also indicated that the European credentials acerued by tederation and
collective action where perceived 1o be external from the value added services of the
group. As large European firms are also members of their national federations. it may
be here. at the national level that the solidary benetits have there greatest effect,
Freeing the European federations 1o operate purely on the policy agendas. This may
be changing with the development of the European industrial elite’s in terms of
personnel and in terms of company goals. So another question to address in the
future work is the degree to which a European political firm has developed. with its
own European specific solidary goals?

However. for the present time it may be correct for the purposes of modelling o
develop a dual political market at national and European levels - which the social
variables differing and the policy variables having differing weightings within the
political action function for federations and firms.

It is clear that the more complex political game occurring at the European level has
acted as a catalvst for the political evolution of the firm. This has had implications for
the traditional nation state interest games. and has failed to mirror the federalist
political structures of the USA. One core aspect for why the European union has
developed difterently has been the ability of the state to maintain a form ot favoured
access through the control ol entry o its market economic.

The successtul access 10 the EC policy centre. means that firms are less likelv o

OS¢ February and May Interviews 1994,

(’HTcrrg Moc (1980) “A Caleulus o group Membership”. American Journal of Political Science.
Moes revised perspective sought to extend the rational model through the adoption of restructured.
perceptual and value considerations. The incorporation of the subjective judgement. he believed
increased the likelihood that individuals believe they make aditterence. Henee. Solidary incentives
such as fricndship and status and purposise ineentives such as a pereeption ol away of life. were
tested for during the course of the survey.
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break from the collective group on negative legislation, even it they could achieve a
strategic advantage. as they do not want to effect the club status quo. In Europe it is
only acceptable to break ranks if the issue is "clearly" a company specific issue ie
subsidies and competition issues where a competitive market exists. or if the future
survival of the firm will be effected by the collective outcome.

While recognising the importance of the European institutional structure above. the
Eurapean business tradition should not be over looked. The previously discussed
market environments that may have been appropriate in the Moe and Olson model.
do not operate. perhaps in part due to different business traditions in the European
political market. Vogel® highlights the individualistic nature of US business. in terms
of regulation seeking. [f a negative regulation was proposed it is highly probable that
the Jess effected firm would break ranks and actively support the legislation to gain a
competitive advantage. The other firms. accept/expect this action . In the European
environment it would be hard for the firm that always works against the collective
position to remain credible political plavers in the eves of their
competitors/collaborators and the European institutions.

This was supported in the survey results with firms indicating a high level of political
awareness with 79% of firms answering ves to the question does the political action
of other firms influence vour political behaviour. However. only 307 would
unconditionally follow the lead of other companies on a regular bases. and many
perceived themselves to be political leaders in policy areas (709) and use of political
channels (53%¢). This sample was however only representative of some the largest
companies in Europe and these figures could he expected to fall it SME where
included. but in terms of political plavers at the European level the behaviour patterns
of the above are significant. These raw statistics are perhaps more interesting when
premised with the qualitative interviews that state that "it varies on policy issue”.
Many companies stated that they saw themselves as the core leader in some policy
domains but would be quite passive in other areas. Stated more clearly. policy leads
are shared out between companies in a collusive manner. and a collective name can
be attached. This may take the form of private informal agreement. or openly
organised through the federations. for example the pharmaceutical industry has a
policy of delegating leaders for an issue. Here the firm monitors an area close o its
core business and others trust and follow. Each firm is therefore plaving the political
game for which it has a comparative advantage. and total political wealth generated
for the group increases. Such collective activity is in effect a means of blurring direct
political action. and should be ditferentiated from the traditional tederation activities
of the 1970s and early 1980s. hence. the 807 of firms who believed collective
responsibility to be important. perhaps does not solely represent the perception of
collective action as & single option. Rather it is collective action in the general -
increasingly sophisticated- scheme of things.

[t is clear thal. what is driving the rationality of the firm in the European market. is
not just the political preferences of the firm as an organisation. but also the
institutions of the political market.. Firms need to build credibility. trust " and

s . . -
09 a discussion of the data in September 1994,

"ODuring the course of the interviews “Trust” was a commonly used words along with “Brussels is a
smrll place and everyone knows what you are doing” when ask why dont circumyent the
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stability in the political market. - just as in the economic.- if allocation and production
of private and collective political goods is to be efficient. Due to the institutional
transparent bureaucracy of European Commission, firms are encourages to play the
political game openly”! and consequently discrete circumvent of their collective
partners’2 position is difficult. If a actor is seen to operate outside of agreed positions
on a regular bias. the firms bargaining positions with its rivals within the collective.
and with the European institutions will be diminished. Does this make a more
efficient political market or a more self regulated collusive political market?

For these reasons it is possible to concluded that the evolution of EC representation
will develop a variant of the direct lobbying of the US. Due to institutional control of
access and differing business culture. This is not an argument for European
corporatist structures. rather it explains the development of political critical mass
groups and forums. which provide access for industrial elite's.”?

Olson has been extended to such an extent with its partial collective good and
improved selective goods it may be questionable if it applies o business economic
groups. From this perspective all the questions Moe asked * of whether interest
groups will emerge . and how well they can recruit members benefits that are
essentially non-political”. and his answers " It decidedly does not rest with the policy
preferences of members. nor with the group's political appeals and. in fuct. groups
may be quite large and well funded even if most members disagree with group goals”
(pd 1980)7. would appear inappropriate. for the case of the European industrial
action.

This work accepts that there mayv be fringe social benefits from collective interest. but
maintains that they are marginal in determining behaviour for politically sophisticated
firms. Rather it is the externalities of collective action that provide the private good
to mobilise individual firms. Stated simplv. the direct individual political influence that
can be gained from being seen to be a collective political actor.

This provides little support for the traditional puralist link between common cause
and collective action. but it does indicate that contrary to Olson's hypothesis.
political goals will be if. individually isolated. sufficient to induce membership. The
argument draws on the Olsonian idea of interaction of private and collective goods.
but assumes that the collective group has little internal censorship. Itis a external
variahle determined by the institutional structure and firms individual political
preferences. Hence. the model is a political economy model of pluralist action.
allowing for political.economic goals o drive action. not social/economic.

unfavourable collective decisions,

7 interview with airline may 1994, stated that transpareney is the difference between the new
institutional structures of the European union, and the old government systems, mitkes them use
associations 10 actually hide a strategic position.

TIWhile. interviews with a Banker June 1994 and a Car manufaciure Decemher 1993 highlighted
that the regular breaking ol political ranks would push them outside the pale o intfuence.

73 Assume that carporatist structures in theory provide access for all within the association even il
relative power differs. Association behaviour is not the only means of talking with the ECand is
often only used for secondary issues w the company. Much of the collective Togic discussed above
could be applicd readily 1o Torum polities or selective club groupings

THT Moe (19800 “The Ormsmisation of Interesis”



In recognising the above extensions the work needs to address the guestions. Is
collective participation a function of coercive action, sclective action, or a new term
interrelated action of the short run collective and long run private?- Is this an outside
inducement, or a very internal preference of the firm, base on the positive
externalities?

In cconomic terms, the reason for participation is not the public good which can be
taken without contribution, - even if this is the product of the action - rather it is the
positive externalities of perception that are exclusive, that make action desirable’.
From this a new theoretical proposition can be tested in future research.

External perception of its members are not an objective function of the
collective associations, but are the motivating factors to its members
participation.

It is questionable if this is a selective benefit of the Olsonist kind, where the group
creates private goods to encourage members. Rather, it is an external private good. -
created through the European Commission's perception of a European actor,- that
can only be accessed through a collective channel 7.

Hence, it a federation can gain a monopoly position in terms of access or favoured
position, is this a coercive power (o force membership, or is this an externality, as it
was not a goal of the federation? Olson would argue that "the lobby is then a by
product of whatever function this organisation performs that enables it to have a
captive membership.” This raises the question, are European Associations seeking to
be Europeanising agents, and do firms have o exchange European credentials for
access directly?77

The final section will briefly attempt to understand who ignites the game, the
Furopean Commission. the European associations, or the firms demand function, and
to distinguish between a traditional selective and new private political variable.

T5But this is a tangible "pereeption”. that firms seek - as they can assess the degree of access they
are achieving.
70T he point o emphasis is it is not the group that is providing the inducements itis the private
goitls of the company. Therefore keeping the market analogies ol Olson, see collective action as a
loss leader strategy. This is a hard analogy, as most associations are cHective and positive in terms
ol return, but as Olson states in terms of rational action this is notenough it the god is public,
TThis theoretical section did not wish o give the impression give the impression that collective
action was the only or even the main channel of political action. Tt merely wished to highlight how
much of the new European colleetive is in Facta function ol the increasing direct action ol the firm.
As the experience within the European Commission showed. much is made of the interests groups
talking 1o the European Commission ofTicials officially, but often the reality ol the input is that
strong individual or tirms input most into the policy process.
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IV. Integration implications of changing political market

The sample was interesting in that. 93% of the firms surveyed had some form of
political cross border activity, This appears to fit the general economic integration
trend of big business. and may account for the new political alliances of both firms
and the European Commission. These new alliances may be a sign of the increasing
political maturity of the European firm. and represents a trend that has been well
documented in the US in the mid 1970s by the likes of Useem, Heclo and Vogel.™
But interrelated here is the establishment of new European industrial elite so
furthering the functional argument? Often this action comes through informal or semi
formal institutions such as the E.R.T.. T.A.P.N.. Ravenstein group and dinner clubs.
However, there is a further institutional reinforcement for this new collective action,
that of the larger mixed sector forums of the EC. where it is not uncommon to see
the same individuals names reoccurring.

There are perhaps about 30 to100 companies. that represent an inner core and who
are politically sophisticated enough to take strategic advantage of new institutional
arrangements and would wish to partake in the wider political issues ot the European
Union from the outset.3 Others would need a competitive incentive and represent a
secondary tier of some 200 companies who have the economic scale to be politically
aware of their rivals action. but do not wish to enter the wider Eurapean political
games other than to avoid their competitors from gaining a strategic advantage
through insider status. What are the implications for the EC/Firm game.? Can this
account for the rise of forum politics and continued direct participation of the firm in
community politics.

The paper has so far concentrated on the firms logic of action. and has identified a
competitive direct action political game. this action has implications for how firms
view the EU. This section will present a possible strategy for the Furopean
Commission in dealings with business and indirectly national governments.

The rationale for the European Commission for allowing some firms favoured
access®! through some form of forum politics®2are in integration terms:

1) Circumvention: Increasing the direct input of the EC into domestic market.
through implementation and standards. by companies.

i) Political Channels: Firm takes a European position to the member states
government. directly or through its national associations.
and

i) Multiplier of @ Constituency: Other firms in the market must partake at the
Furopean level. it their rivals are seen to be insiders.

"8 This trend is highlighted by the fact that the same large companies domestic alliances within their
own scetor are ol less significance. With only 757% sceeking collective alliances.

T scem 1980, Heclo 1970, and Vogal 1984,

SAn approximate indication of membership being the ERT.

STy addition w0 speeding the policy process. and gaining quick and reliable information
B2Grote in 1992 estimated that there where some 1000 Ady isory committees in the EC from the
CEC 1990, Today this fieare should be much higher.
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The realisation by the EC that specific companies now wish to deal with them
directly. has atforded them an opportunity to pull other more reluctant European
wide companies into its political obit.

The European Community in recognising its relative bargaining power with specitic
Furopean business. could seek to use the competitive political market that exists
between firms to pull in new companies into the Brussels arena. The logic of the
forum political model being that the Commission identifies a dominant political firm,
and affords insider status. In so doing its rivals which may in the past have tavoured
no strong political contact with the EC, have to consider joining the forum or setting
up another pro European grouping if they are not to lose out on company specific
legislation at a later date. 83 The result is a political multiplier effect where companies
have no option but to play at a European political level.

V. Conclusions

It is clear from the changes that have occurred that perception of effectiveness of
political channels. moves with the legislative cycles, institutional needs, and
economic markets. Hence, the informational requirements and supply ot political
goods varies over time. These adjustments will eftect the working relationships
between the firm and the Commission.

In the 1990s the firm has proved itselt in the European Commission, but due to the
current legislative cycle it is required less in its established direct technical role, rather
the European Commission in the current slower legislative process can be more
selective as to who it atfords access too, and has moved towards the consensus
through torums. This is a more elitist structure that the traditional corporatist
structures and association arrangements of the 1970s or the direct over load of the
late 80s carly 1990s.54,

The growth of the tirm as a direct political player, and the maturity that has come
from 10 years of representation, has resulted in a political organisation able to
discount political action today for long run political objectives. The ability of firms o
achieve long run private strategic goods from the collectives action means that the
political market of the 1990s is more complex than even the multiple layered
structures. As use of politicial channels is not an either or game. Hierarchical
structures no longer exist in the traditional sense, rather different political channels
interact with ane another in different permutations depending on issue. so that private
aceess on strategic core issues are maximised. This was highlighted by the success of
some federations at the European level to maintain and create direct firm
membership, not merely by the collective good and selective benefits that they
provide. but the ability of the federation to create insider status for the firm to seek

H-‘I)urm‘u interviews it was highlighted that the cost of this alternative European action may be
higher than participation in Commission forum (which some firms are not invited o join), but the
cost of exelusion from general policy discussions could have such important implications lor
strategic issues. they are willing to setup work shops and invite the Commission and other political
vlayers. 1o improve their European credentials

s Mavbe a variation on Hirschman's (1970). "Exit, voice and lovalty” Tor business representation in
the EC along the lines ol policy. access, and infTuence could be developed.
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specific private goods at a later date. This is not an objective of the collective group.
but a positive externality. as being seen to be a good member ot a European
collective position, affords entry to the European Commission at a later date on a
specific issue. The European firms increasing desire to be an insider has important
implication for the firm/EC relationship.

The EC can take this one stage further. The EC recognising its relative bargaining
power from earlier dealings, can act as a pump primer in areas where firm level
European political action is limited. The EC identities a dominant political firm. and
affords insider status. So changing the existing political inertia. pulling the large
company away from the national governments. There is an implicit assumption that
firms wish to be involved in policy. not for normative reasons but for competitive
advantage. But as the survey shows firms do not wish to see their competitors in a
more favoured insider position. because of the long run private benefits they may
lose. The implications tor the integration process are that the EC can during this
institutional and legislative period create a new European business constituency.
which can be used to implement and feed European policy agendas. The forum
politics of the 1990s may just be the being of a new integration period driven by
business. but controlled by the European Commission.



