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Abstract 

The sludy employs an extensive literature survey in order to isolate the different roads 
motivating currently existing proposals to reform the provision of government 
services and in attempt to isolate the essence of "lean government" policies. Focusing 
both on the political sphere and theories of bureaucratic organization, it issues a clear 
warning concerning the doubtful effects of implementing only partial reform 
proposals without sufficient consideration of the complete institutional structure. This 
is confirmed by investigating a simple model designed to capture the possible impacts 
of "flattening" the decision hierarchy which is also applied to discuss the 
consequences of European bureaucratic integration. 
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1 Introduction 

1.1 Notes on measuring governmental growth 

In contrast to many other popular wisdoms which cannot be confìrmed by thorough scientifìc 

research the view of an ever growing government is supported by a vast number of empirical studies. 

More important!y, this basic fact arises even if the defìnition or government'ssize is varied1 . To name 

just a rew, it reoccurs in GemmeI (1993) who employs the most simple an<.l straightforward measure 

focusing on governmental expenditure as % of total GDP, both ln current and deflated dollars, 

Henrekson and Lybeck (1988) and Saunders (1993) accounting for the percentage of total outlays, 

Derry and Lowery (1987) distingulshing the cost of government, the sGopeof government purchases, 

and the scope of transfers as compared to GDP, Meyer (1985) analyzing employment figures and 

the number of bureaucratic entititles, Moths and Wulf-Mathies (1973) lnvestigating personell costs, 

Nutter (1978) calculating the fraction of total expenditures, defense expendltures, and transfer 

expenditure as or national income, or Peters (1978) defining measures as tota! expenditure, defense 

expenditure, socia! service costs, and transport costs ali as % or GNP, or prlmary sector incomc, 

and of prlmary plus secondary sector income. Furthermore these measures are applied to various 

countries - both deve!oped and developing. Although every study certainly adds specific structura! 

knowledge, for the purpose of the present study they are united in supporting the genera! warning 

that, whilc acknowledglng some ups and downs in the value of the growth rates, governments aH 

over thc \VorId havc pcrsistantly expanded their influence on the nationa! economies. 

Given this information it rnay - at least for the course or the prescnt st,udy which is not em pirical 

by nature - suffice to list simple outlay fìgures - hence, inclu<.libg transrcrs - as done in 'l'aule 1 

below. However, although these document the empirica! phenomenon which sparked offthc currcnt 

investigation, they c1carIy do not provide Sollltions to thc multitudc or f]uestions which arisc when 

discussing iSSlles of governmental or bureaucratic reform, attempting to defining such terms as 

"lean government", and searching for suitable means to achieve it. When starting this research it 

was clear to both authors that this was exact!y what needed to be done. The results of this process 

of learning about the different aspects of governmenta! reform - in particu!ar, about the danger 

of imp!ementing sing!e isolated proposals without sufficiently considerlng the complete structure of 

the system - are laid out in the following. 

1.2 The se'ene today 

\Vhereas bureaucracies are a pervasive phenomenon of every organizatlon, usuaHy thls term is 

strictly connected with the idea of government. On the extension of government a strong contrast 

exists at the moment between the ever growing importance of the government in thc concrete 

functioning of national States2 and a fairIy strong anti-government movernent which at a theorctical 

lSee Gemmei (1993) on the underpinnings of various measures of governmcntal growth.
 
2For a presentation of the various theories of governmental growth see Wildavski (1995).
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-----.......
 

Table 1: Total Outlays or Governrnent
 
as Percentage or GDPj 20 OECD countries
 

Source: Henrckson and Lybeck (1988)
 

1960 1970 1980 1985 
United Statcs 27.6 31.6 33.7 36.7 

Japan 18.3 19.4 32.6 32.7 
Gcrmany 32.5 38.6 48.3 47.2 

France 34.6 38.9 45.1 47.8 (1981) 

Italy 30.1 34.2 46.1 58.4 
Canada 28.9 34.8 40.5 47.0 

unweighted average: 29.2 33.9 41.8 46.0 
large countries 

Australia 22.1 25.1 32.1 36.6 (1984) 

Austria 32.1 39.2 48.9 50.7 
Belgium 30.3 36.5 50.8 54.4 
Dcnmark 2'1.8 '10.2 56.2 59.5 
Finland 26.7 30.5 36.5 41.5 
Greece 17.4 22.4 30.5 43.2 
Iceland 28.2 30.7 31.4 35.6 
Ireland 28.0 39.6 50.9 54.6 (1984) 

Netherlands 33.7 43.9 57.5 60.2 
Norway 29.9 '11.0 50.7 48.1 
Spain 18.8 22.2 32.9 39.3 (1984) 

Sweden 31.1 43.3 61.6 64.5 
Switzerland 17.2 21.3 29.3 30.9 

l~nweighied avarage: 26.2 33.5 13.8 47.6 
smaller countries 

unweighted average: 27.2 33.7 43.1 47.1 
ali counirics 

Std. deviatioll: 5.62 7.85 10.11 9.83 
ali countries 
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level is taking pIace in economics3 , philosophy4 and poli tics5 . In particular, the governmen t is 

accused oI dealing with matters which should not be in its realm. Such views, however, seem 

to be slightly myopic. At the economic level the theoretical approach of public choice - which 

in economics is the main stream that deals with government intervention - ignores one o[ the 

important features of the real world: the existenee or the national state and the influenee that sueh 

a phenomenon has on the behavior of the national governments6 . At the political and philosophical 

level the existence or the market is simply posed as if in a "vacuum", disregarding the complexity o[ 

the institutional rules - hence, bureaucracies, that the market itsel[ requires [or its very existence. 

Even with a more balanced view or the development of governmental intervention, however, there 

seems to be an ampie scope for at least a restraining of its role. Sueh an aim is on the agenda o[ many 

politicians and it has become one of the most popular slogans of the nineties. In a world in which the 

reduction of the government role is generally accepted the increased mobility or people can quickly 

make comparisons also on the bureaueratic organizations oI the different national States. It rollows 

that, as it has already happened in many realms oflire, some homogenization o[ organizational [orms 

is taking pla.ce also in tlte various nationa! governmcnts, espccia,l1y if thesc (try to) form a, more 

cohesive group under some supranational politica! and economie organization. The development o[ 

organizationa! economics and or various researehes in the organizational field have added a further 

influence on the projects of reshaping public intervention which, due to tlte international knowledge 

of them, also goes towards an homogenization of the various national bureaucratk maehines. There 

seems then tltat a dou ble approach eharaeterizes today applied research in the field of national 

eharaeteristics: on one hand the study and the differentiation of institutiona! organizations; on 

the other a movement directed to choose some particular model or them as the standard to whieh 

to homogenize the different institutional organizations and, hence, bureaucraeies. Intcrmcdiate 

arnong the two and probably more near to the real world a movement or amalgamation o[ the 

different bureaueratie machines is taking piace due to the existing supranational entitics. This 

last movement, however, at least in the short run, seems to add new rules and regulations for the 

citizens of each national States, involving their life in the web oI institutions surrounding them, 

rather than simpli[y it. 

Together with this double characterization of national States new fields or interventions as eon­

sequences or the modern development increasingly appear on the scene. 1'0 name just one: the 

problem or the environment. On this as in other fields (for example the question o[ gender, or the 

research against Aids, etc.) there is then a debate on the spaee to be occupied by the State and the 

space to be occupied by the market. Both possible solutions, however, imply institutional ehanges 

- thus, some bureaucratic organization - in order to tackle the problem. The choice seerns to lie on 

which bureaucratic organization sueceeds in approaehung a "Iean government", and which organi­

zational design would be more in line with a minimal bureaucracy, rather than a simple existence 

of a bureaueracy versus a lack or it. 

3See the initiating work by Buchanan (1993).
 
4Most prominently by Nozick (1974), of course.
 

5Compare the fìrst essay in Lcvine (1904).
 
6See Miconi (1095). Aiso refer to Cartelier (1091) amI Frydman (10!)1).
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1.3 A lean government 

The conc1usion or what just seen above is that it is a common feature or various nationa! States 

nowadays - and or their supranationa! entities, like the European Union - to acknowledge the 

presence, at !east as a popular slogan, of a movement or bureaucratic reform towards a "!ean 

government". What a lean government is and how to reach it is, however, far too often !eft in the 

air. It is the duty of the analysis, however, to give more substance to the simple slogan above: (a) 

c1arify the possible aims to be reached in terms of the market or the Statej (b) distinguish different 

approaches and points of view towards the common aim or a !ean governmentj (c) investigate the 

possibility that such an airn is really going to be fulfilled, rather than just evoked as olle (unfeasible) 

IJlliversal pa.nacea" 

We would say that a lean governrnent irnplies a new attitudc or its bureaucratic organization. The 

role or the market cou!d be given a wider scope, keeping in rnind, however, that such a widening 

of it could create problems of its own, when considering market structures or indirect effects in 

terms or the genera! economic and social systcm, to be kept prescnt in the analysis. In short, it is 

necessary to disentangle the inspiring princip!es and the suggested methods of different approaches 

to the problem. lt surely requires deeper analysis in each country and possibly at the European 

level as a whole, which is supposed to go for such an aim in terms of their structura! characteristics 

of bureaucracy, politicians, and citizens. Equally so appears the capacity to predict whether the 

cyc1ical tentative of reforming bureaucracies7 would really imply simpler forms of governrnent and 

an irnprovement in the organization of the economy, or whether such tentative would simply produce 

new problems to be tacklcd by new rules with their institutional and bllreaucratic appcndices. 

One important observation of the present analysis is in fact that rules and institutions belong to 

every aspect of an organized human life. Very often, the complications or the bureaucratic aspect 

or them ùepend on the non-familiarity of their use in everyday life rathcr than in some intrinsic 

features or theirs. For example, the use or the different ways of payments, inc1uding money, which 

seems to everybody very simple could be termed - by somebody who comes from Mars - a very 

complicate institlltion or lire on earth, with an ampie and complex bureaucratic organization, also 

of government, surrounding it. 

2 Guiclelines for a bureaucratic reform 

2.1 Different approaches to the bureaucratic reform 

In order to' distinguish the different inspiring lines and principles towards "Iean government" and 

burcaucratic reform wc cOllld use the approach followed by Dubnick (1993). This author defines 

the approaches to the bureaucratic reform (in the United States) under the labels or minimal state, 

7For the US and Italy see DiJulio (1993, Fig. 1) and Dip. della Funzione pubblica (1991), respectively. 
Etzioni-Halevy (1985) is more generai in focus. 
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Table 2: Three reform approaches
 

Source: Dubnik (1993)
 

Characteristics ilureaucratic Minimal state Reinventing Deregulating 
paradigm government government 

Purpose of Execution of the P rovision of Meet citizens Solve "public" 
government wi1l of the state public goods expectations probIems 

and services 

Nature of Neu trally Rational, Entrc[Hencllrs PII blic­
public competent selHnterested regaruing 

servants budget maximizers 

Organization Tightly Competitive "Appropriate" Loosely 

of work structured multiorganizational organization al structured 

hierarchy marketlike setting form hierarchy 

Management Close Cost-minimizing Facilative Mediation 

approach su pervision, consumer­ management; management 
Standard oriented total qllality balancing 

Operating management management control and 
Procedures flexibility 

the deregulators, and reinventing the government. Such labels seem to be useful also outside the 

country to which they have been referred to by the above author. Table 2 taken from this text 

should c1ari[y the different features of each of them in contrast to the traditional features of "king 

bureaucracy". Having to decide in what of the streams above to be, the present writers would pIace 

themselves under the deregulators label. In such a stream it seems very important to add few more 

qualifications to the movcment towards a lean government and its bureaucratic organization. 

2.2 Final and intermediate serVlces 

Let us consider the bureaucratic services, in their common aspect with every other service, to be 

distinguished as services to the customers (final services) and services internai to the bureaucratic 

organization itself (intermediate services). Then a lean government we say should with regard to 

the first kind of service follow the principle of being "user friendly" to the customers. This means 

that the bureaucratic machine of the State, when it faces the ordinary citizen, should try to follow, 

in every aspect of its relation with him or her, simple homogenous rules, such as to be easily 

understood and remembered (or worked out). It is obvious that 5uch an image is taken out [rom 

the language of software. The comparison is compelling. Software programs do much the same. 

However their success or failure is not so much the final product as the way that a perso n reaches 

it, even when the operation to be developed with the computer is fairly new and rarely occurs to 

thc person doing it. 

The lines of intervention of the second kind on the other hand should be inspired, when possible, 

by the results put forth by the economics or organization. - a prime example of such an approach 
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being laid out in Petretto and Pisauro (1995). These two kinds of services should not be considered 

inuepenuently, howcver. Far too often, the internai rules of a bureaucracy have infiuenced the 

requests towards their final beneficiaries. 'Ihus, many rules towards the public are fixed more 

for tlte comfort of tlte uureaucratic machine than with a view for rendering a servi cc lo llle final 

consumer or lending towards an orderly adminislration of lhe generai system. Furthermore, even 

from the internai point of view, rules might be onen obsolete, but simply followed as a bureaucratic 

ritual, reminding one of religious habits and behaviour. 

Laslly the fixing or the rules should be as much as possible done considering a generai interdependent 

approach when dealing with them. Very often the solution of a particular problem in some part 

of the organization or the public system implies the rise or some, maybe even more complicate 

one, problem in some other part of the generai (public or private) system. Equally weH the partial 

equilibrium approach of public choice and organizational economics leaves one very unsatisfied on 

the final judgment to be attributed to their results in terrns of the generai system, rather than as 

instance of improvements in terrns only of the sma1l part of the system to which they are directed. 

Often, in fact, organizational analyses are very sensitive to the value of the parameters employed. 

As exposed below, for instance, it is interesting that for certain values of parameters - which cannot 

be exclllded as a priori unreasonable - the often quoted rerorm which indicates to lower the number 

o[ layers or a bureaucracy is not the one that is going towards a "minimal" scale o[ it. 

2.3 A simple organizational scheme 

Problerns of organizational interactions of both kind could be placed Ilnuer the scheme "TIME­
INFORMATION- CONTROL- RESULT'. In sllch a scheme the c1ient o[ the service - being it 

another organization or a final customer - is involved in some time consuming activity in order to 

receive a certain scrvice. 'Ihe time consurned by the c1ient gets translatet! into information to be 

processeu by the bureau, which, then, following an activity of control, uecides the result. Such a 

scherne considering those categories, o[ which time and information are the basic ones, shollicl be 

suggestive of a change or view in the tackling of the bureaucratic organization. Tlle scheme could, 

then, be useful to substitute, at least partly, the idea of a bureaucracy as a mechanical machine 

with one more apt to an age in which the charcteristic feature is the information content of an 

organization. The substitution of the irnage of a bureaucracy from, say, a mechanical machine8 

to the software so1l1 of a computer cOllld we1l inf!llence the building o[ a more agile and thin 

governmental activity. It also seerns rather apt to quali[y economic systems that are said to have 

overcome tlte foru ist phase of uevelopment9
• 

It woulcl also suggest a bureaucracy with its almost absolute stress on irnpartiality ancl legai formai 

inspiring principles should also consider more deeply a point o[ view in which cast benefit analyses 

on the above lines could be dealt with from an "user friendly" and productivistic approach lO . If 
one then considers the signals which a bureau receives in terms of expertise, law, market and 

8Compare GarsLon (199'!). 
'9The fordist model is exposed in I3oyer-Saillard (1995), far example. 
lOStiglitz (1994, Ch. 13). 
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Table 4: Success-rates in three-layer hierarchy 

[I Top-Ievel (k = 3) ~ Type-E ~ Type-T 
" 

Second Type-E 1 - nz(E)(l - ,) 1 - nz(E)(l - a)
 
level - - - ­

(k=2) Type-T 1 - nz(T)(l - a) 1 - nz(T)(l -,)
 

Top-Level Type-E and Second-level Type-E~ ~ 

llottom Type-E 1 - nl(E)[l-,(1- (1-,)nz(E))]
 
level - ­

(k=l) Type-T 1 - nl(T)[l - a(l - (1 - a)n2(T))]
 

~ Top-Level Type-E and Second-Ievel Type-T ~ 

~ Not feasible I] 
~. Top-Leve! Type-T and Second-level Type-E ~ 

llottom Type-E 1 - nl(E)[l -,(1- (l, - a)n2(E)))
 
level - ­

(k=l) Type-T 1 - nl(T)[l - a(l- (1-,)n2(T))]
 

Top-Level Type-T and Second-Ievel Type-T~ ~ 

Bottom Type-E 1 - nl(E)[l - a(l - (1 - a)n2(E))]
 
level - ­

(k=l) Type-T 1- nl(T)[l-,(1- (1-,)n2(T))]
 

will be ind uced to exert rulings of35 

type - T (1- a) nl(T) >oil (3){ type - E (1-,) - nl(E) { ::;0 

Adding a new top-level of decision-making, it may well be true that its respective - "European" 

- bureaucrats favor E-type rulings. In this case Table 2 can easily be seen to confirm that second­

leve1 and bottorn-!evel bureallcrats will also strictly prefer this type. lIence, innovative top-level 

bureallcrats can always induce innovative decisions throughout the whole bureaucracy. However, 

even if the top-Ievel is more restricted in imposing new views on dea!ing with the ciients' cases ­

thus, rather accepting type-T decisions as valid - its mere presence induces additional incentives to 
adopt type-E rulings for the lower levels. This is trivially so for the now-second level bureaucrats 
who did not face any risk of appeal and revision before. The argument is somewhat stricter though: 

35The" :=;"-sign only renects a slight inherent preference for type-E decsions which may easily be reversed, 

however. 
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If the second-Iayer bureaucrats chose type-E decisions, the organization's bottom-Ievel members 

will make an identical choice - irrespective or the type or top-level decision-making. Furthermore, 

consider the final case of Table 2 characterized by top and second level bureaucrats' preference for 
type-T decisons. DoLLoro lcvel bureaucrats will now chose 

type - T [1 - 0(1 - (1 - o)nz(E))] nt (T) >o 
--- (4){ type - E 

il 
[l - ,(1- (1 - ,)n2(T))] nt(E) {~O 

It is easily checked that 
(1 - o) [1 - 0(1 - (1 - o)nz(E))] 

(5)
(1-,) > [l-,(1-(l-,)nz(T))] 

Hence, (ti) constitutes a weaker constraint than (3) with respect to tltc inccnlives to adopt innovative 

type-E rulings. Consequently, bottom-Ievel bureaucrats will now chose type-E decisons in cases 

which would be characterized by a T-preference in the two-layer hierarchy. 

3.2.4 The bureaucracy's size 

In analyzing the induced size or the bureaucracy, the attention is confined to a stable hierarchy which 

entails no changes in the absolut and relative numbers of bureaucrats employed over time. It appears 

plausible to assume that the number of bureaucrats necessary on each Iayer is proportional to the 

number or cases reaching this decision-levei. For simplicity, the respective [actor of proportionality 
is laken to equal unity for alileveis in thc following. Letling Nk and Nk,i rcrer to lite total nllmber 
o[ level-k bureaucrats and the number o[ bureaucrats in tenure year j on level k, respectivc!y, tlte 

two-Iayer hierarchy can be general1y characterizcd by thc rclationships 

(6) 

(7) 

where qfL dcnotcs tlte promotion-rate. Solving for this rate yields a quadratic equation - the [act 

that O ~ qfL ~ 1 allowing to identify the negative root as the solution 

q~L = ~ _ . /~ _ 3nont (8)
2 V4 1 +nOnt 

Thus, qfL E [O, ~ - ~]. Consulting Table 3 the case-specific fractions no and nt can then be 
inserted. Quite cIearly, bottom-Ievel T-type decisions yield a larger number or cases to be treated 

by the top-Ievel - thus, a Iarger total number of bureaucrats. Moreover, this also generates a 

greater number of bureaucrats newly hired in each period and increases the promotion-rate. 

Similarly, the three-Iayer hierarchy can be descibecl by 

(9) 

nOnt M = N z = Nz,z + NZ,3 = qrLNt,l + qrL(1- q~L)Nt,1 + qrL(1- qrL)Nt,t (lO) 

M = Nt = Nt,t + Nt,z + N 1,3 = N1,t +(1 - qtL)Nt,1 + (1 - qtL)2 N1,t (11) 
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4 

Table 5: Fraction of cases reaching next higher level 
Il Il 

Two-layer hierarchy 

Case Fraction of cases 

(Top-bottom) reaching top level (nOnI) 
l~ - E nO(E)nl(E) 
T-E nO(E)nl(E) 
T-T nO(T)nl(T) 

Three-Iayer hierarchy 

Case Fraction of cases reaching 

(Top-2nu-uottorn ) 2nu level (noni) top level (nonI n2) 
E-l~-8 no(E)nl(E) no(E)nl(E)n2(E) 
T-E-E nO(E)nl(E) nO(E)nl(E)n2(E) 
T-T-E no(E)nl(E) nO(E)nl(E)((l- 'Y)n2(T) + 'Yn2(E)) 
T-T-T nO(T)nl(T) nO(T)nl (T)n2(T) 

The relationship uetween the probabili ties to ascend from the second to the top and from the first 

to the second level, respectively, can be obtained as 

q3L = ~(3 _ q3L) (12)
2 1 + n2 I 

Solving thcn yields 
:\[, 3 J9 nonI +nonI n2

ql = - - - - 3------- (13) 
2 '1 1 +nonI + noni n2 

Inserting the respective fractions of cases reaching the different layers from Table 3 again reveals 

that overall size, the number of newly hired bureaucrats N1,l in each period, and both promotion­

rates increase with the hierarchies propensity to generate T-type decisions. 

Comparing the two-layer with the three-layer hierarchy it is rather obvious that - conditional on 

the appeal and revision rates - the latter may actually employ a smaller number of bureaucrats, 

if it induces E-type decisions while the former does noto Interestingly, the promotion-rates - now 

generally within the (O, l)-interval - will still be larger in the three-layer hierarchy, however. This 

is also confirmed by the numerica! example reported in Table 4. Although the present model is 

already exemplifying rather than possessing great generaI virtue, the results can further be seen to 

highlight the difTerences in size which can be attained by the two organizational structures under 

consideration. 

Brief conclucling statements 

Despite its very simple and merely exemplifying nature the model exposed above succceds in issuing 

a c1ear warning conccrning the possible effects ofimplementing an isolated reform to cut the numbcr 

of hierarchical layers. Furthermore, it appears to allow some discussion concerning the potential 

consequences of European bureaucratic integration. Introduced merely as a motivating example 
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Table 6: Numerical example
 

no(E) = nl(E) = n2(E) = 1/4; no(T) = nl(T) = n2(T) = 1/2;
 
ì = 1/2; M = 1000
 

Two-Iaycr hicrarchy
 

Case N2 N l ,! 
l

IJi 
E-E 62.5 345.167 0.060 
T-E 62.5 345.167 0.060 
T-T 250 416.667 0.215 

Three-Iayer hierarchy 

Case N2 N3 Nl,l IJ?L 3L
IJ2 

E-E-E 62.5 15.625 359.375 0.074 0.585 
T-E-E 62.5 15.625 359.375 0.074 0.585 
T-T-E 62.5 23.438 361.979 0.081 0.796 
T-T-T 250 125 458.333 0.303 0.899 

Ilemark 1: Varymg the Slze of the paramater Q' ali cases may be feaslble. 

Ilemark 2: Ali lìgures rounded to three digits. 

or app!ication abovc, the Maastricht trcaty in fact contains a summary of the European nations 

attitude towards restraining bureaucratic growth - at !east as far as the European administration 

itse!f is concerned - layed out in its so-called "subsidiary" and "mutua! recognition" princip!es. 
Following the discussion of section 2, these ru!es for organizing the New Europe's pub!ic adminis­
tration can prouably be best understood as reilecting thc results of a first rounu in thc national 
states' battle for bureaucratic control. Thus, they certainly warrant a more thorough consideration 
than has been exercised so far. 

To begin with recall that it has been shown that innovative European ruling or simp!y lengthening 

the decision chain may resu!t in a better service far the clients (in ali member states) and at the 

same time decrease the overall size of the administration. Of course, conditiona! on the parameter 
constellation it cannot be ru!ed out that this deve!opment may a!so mcre1y add a new !ayer or 
top (and top-salaried) bureaucrats without exerting any effect on the quality of service. Yet, this 

"worst case" must be weighted against the fact that the poli tica! decision to establish a European 

administration has long been made and wili definitly not be revised. Thus, the actual choice on!y 

concerns the question wether or not it shou!d be fully integrated or noto 

The ana!ysis clear1y suggests that potentiai benefits can only be captured by full integration ­

thus, constrasting sharp!y with popu!ar wisdom. In fact, the authors are !ed to conclude that 

the European bureaucracy should for the benefit of all attempt to exploit all gaps still left open 

after the Maastricht treaty36. Thus, quite in contrast to Starbatty (1993) and many other sceptics 

emphasizing the European administration 's extreme prob!ems in finding defini tions and rulcs for 

this heterogeneous society of nations, strict adherence to the "subsidiary principle" spelled out 

in the treaty can certainly only generate the "worst case" discussed above. Admittedly, however, 
Maastricht's second principle of "mutuai recognition" may possess an efficiency-enhancing virtuc. 

36From this point of view "fortunately" the treaty of Maastricht has not succccded in cxpl ici lly spccifying 
functions and tasks far the European administration. Compare Benda, et al. (1995). 
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Clients who are actually free to chose to which national bureaucracy to appeal will generate a 

competitive environment which may also bring about internai efficiency gains37 . In this respect 

Casella (1992) and Feinstein (1992) agree in warning that economic convergence need not neces­
sari!y imply an increased insitutiona! stability, if the preferences for public goods are sufficient!y 

heterogeneous38 More important!y, however, Neven (1992) doubts that "mutua! recognition" will 

actually exert sufficient pressure for the existing national bureaucracies. Thus, Christensen (1989) 

already stresses the probable strong resistence of the bureaucrats themselves, if they are to face 

drastic changes in the work environment. Recalling the structure of the present model, however, an 

additional argumcnt must be made. Once the process of bureaucratic integration is completed there 

ouvio\lsly exist strong incentives to adopt trauitional (T-type) rulings again in order to increase 
promotion chances and size of the now-European hierarchy. Thus, the benefits of bureaucratic 

integration may be short-run and certainly do not consti tute a general cure. 

:HCompare 110m, cL al. (1991) for Lhe respectivc argument as it applies to fìrms. 
38AIso iluiter and Kletzer (1992) stress that some sort o[ formaI coordination will always be required as 

there exist regional public goods. 
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