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Capacity or Culture?  
Assessing their significance for the divergence 

in the fulfilment of  common EU obligations by 
member states

Abstract

The multi-level governance of  the European Union (EU) makes the adoption and implementation 
of  its laws and policies vulnerable to the variation in the ability of  member state institutions to 
deliver on their obligations. Studies of  EU law compliance have established the relevance of  
institutional capacity to member state performance. This paper contrasts institutional capacity with 
an alternative structuralist explanation: the autonomy of  state institutions from wider social 
pressures (such as corruption, clientelism). This follows the emphasis on impartiality in the ‘quality 
of  government’ literature. The paper explores the relative significance of  ‘capacity’ and ‘autonomy’ 
for compliance, but also extends the focus to other areas in which governments fulfil EU 
obligations.  The latter cover core government functions of  regulation and distribution, allowing a 
broader assessment of  both propositions. The empirical results, tested against alternative indicators, 
suggest that ‘autonomy’ (the sociology of  the state) matters more than institutional capacity for 
both EU law compliance and the implementation of  EU policies. To this extent, there are 
important implications for debates on the conditions impacting ‘impartiality’, but also for those on 
the inclusivity and deepening of  the EU integration process.
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State tradition, institutional capacity, social autonomy, quality of  government, EU performance
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1. Introduction

Recent crises have exposed the vulnerabilities in the European Union’s (EU) system of  multi-level 
governance. Overcoming the eurozone debt crisis and upholding EU norms in the face of  crony 
capitalism in central Europe and beyond present challenges to the ability of  Brussels to achieve 
convergence and uphold common standards in a heterogeneous union. The news headlines focus 
on clashes between the EU and national political leaders. While this is important for the political 
choices made, a more fundamental question arises: How far is the lack of  convergence structured 
by institutional constraints beyond the ability of  leaders to modify, at least in the short term? The 
implications of  this question are profound: they link macroeconomic programmes to the features 
of  the domestic setting and, as such, impact external ‘rescue’ strategies. They also raise questions 
about the ability of  the EU to deepen its integration and be inclusive of  diverse member states.

The role of  domestic institutions in impacting the integration process has been examined 
extensively in the different waves (Treib, 2014) of  studies on how well member states implement 
and comply with EU laws. This has established that the ‘capacity’ of  national administrations is a 
relevant factor explaining the significant divergences of  performance between member states (e.g. 
Boerzel et al, 2010; Hille and Knill, 2006; Mbaye, 2001). A smaller body of  literature has related 
differences in compliance to the socio-cultural setting: notably, Falkner et al (2007) developed a 
typology of  EU member states across different ‘worlds of  compliance’, differentiating the political 
importance attached to compliance and the predominant logic followed by key actors. Yet, 
Thomson (2007, 2009) re-examined the data and found no evidence that the key determinants of  
compliance varied by Falkner et al’s cultural categories; the direction of  the effects was the same 
across the typology (see Falkner’s response, 2007 and 2013). Interestingly, Thomson also found no 
explanatory significance in Falkner’s model for government capacity (effectiveness) or 
administrative culture. 

Here, we put aside the Falkner approach. Instead, we test the relative significance of  capacity and 
an alternative cultural condition—the sociology of  the state itself, its autonomy from domestic 
social pressures—to how well member states fulfil their EU obligations. We extend the focus 
beyond compliance with EU law to other areas in which states carry out EU obligations in order to 
have a broader assessment of  the relevance of  capacity and culture. 

Ultimately, a state lacking social autonomy may constitute a ‘semi-rentier’ state, in which 
government heads collude with business allies for political advantage and sustain a system of  ‘crony 
capitalism’ (Innes, 2016). The significance of  corruption in EU law compliance has been considered 
in an earlier literature and found to be just one of  several ‘predictors’ of  similar significance 
(Mbaye, 2001). Following the EU’s enlargement, Vachudova (2009) discussed the salience of  
corruption to compliance by focussing on Bulgaria and Romania, though without testing it against 
data. Beyond compliance, this is an agenda of  relevance to other areas of  EU policy. Case studies 
of  specific EU member states have examined: the conditions constraining the management of  
‘structural funds’ (concluding that performance is affected by a mix of  factors; Surubaru, 2017); 
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corruption and the effectiveness of  the EU’s regional policy (e.g. Beugelsdijk and Eijffinger, 2005); 
and formal and informal institutions in regional economic development (e.g. Rodríguez-Pose, 
2013). Fazekas et al (2013) studied the impact of  EU structural funds on ‘institutionalised grand 
corruption’ in public procurement during 2009–2012 in three central European states (Czech 
Republic, Hungary, and Slovakia). They found an EU effect in that it provides additional public 
resources for corrupt rent extraction and it changes the motivations for and controls of  corruption 
with respect to the additional resources (Fazekas et al. 2013). This paper seeks to take these analyses 
further.

The EU has needed to be increasingly alert to the differing capabilities of  member states to adapt 
to EU obligations. The successive debt ‘bail-outs’ of  Greece raised concerns about the structural 
features of  its domestic state: its inability to collect taxes, its anti-competitive regulation of  ‘closed 
professions’, and the dysfunctionalities of  its public administration. Further afield, the European 
Parliament has warned of  the need for tougher scrutiny of  how EU structural funds are spent (The 
Guardian, 2018). It complained that a “‘semi-legal’ irregularity” was emerging in the awarding of  
public contracts: in Croatia and Poland, for example, it found 
that there had only been one bidder in 45 percent of  tenders, 
creating an incestuous link between government and business 
allies. Similarly, a Transparency International official in 
Hungary, with Viktor Orbán in mind, observed that “The 
European Union’s structural funds have an eminent role in the 
questionable enrichment of  government cronies and business 
oligarchs” (The Guardian, 2018). Earlier, in 2015, the European Court of  Auditors (ECA) found 
serious errors in 40 percent of  the public contracts it reviewed involving expenditure under the 
European Regional Development Fund, the Cohesion Fund and the European Social Fund 
(European Court of  Auditors 2015). When Romania assumed the EU Council presidency at the 
start of  2019, its domestic political turbulence—said to comprise clashes over the rule of  law and 
‘backtracking’ on anti-corruption measures—were identified as factors as to why it had absorbed 
less than 20 percent of  its 2014–20 allocation under the EU’s structural funds (The Guardian, 2018). 

Here we distinguish an institutional weakness arising from capacity (resources) and that from a lack 
of  impartiality (clientelism, corruption). The latter is central to the growing scholarship on the 
‘Quality of  Government’ (QoG) (Rothstein, 2013). This paper utilises measures by which capacity 
and impartiality may be gauged. It does not consider rational interest logics affecting performance, 
as these are more individualistic than institutional and they belong more at the political level of  
decision-making.

In looking beyond compliance into wider areas of  governance, this paper develops performance 
indicators that follow Lowi’s (1972: 300) classic typology of  policy types that all modern 
governments perform. In these areas, member states act, in effect, on behalf  of  the EU 
Commission. Quantitative data in these areas are difficult to obtain. Following Lowi, the data here 
cover member states’ distributive action (the national absorption rates of  EU structural funds); 
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their regulative efficiency (applying EU rules on public procurement contracting); and their 
collection of  value-added tax (VAT; limitedly re-distributive, from the national to the EU level). 
While VAT collection is far more significant to national revenues than it is to the EU budget, its 
inclusion here is indicative of  an important government function, and one that may be of  
increasing general EU relevance in the future. Overall, the data cover a diversity of  tasks sufficient 
to assess the contending hypotheses of  capacity and culture being consequential. 

The empirical analysis here is exploratory. It does not seek to explain non-compliance or non-
fulfilment of  other EU tasks in a comprehensive causal model. Rather, the intent is to assess 
evidence of  the relative importance of  capacity and impartiality to the performance outcomes, 
given their contrasting implications. The findings do indicate the relative significance of  the social 
autonomy of  state to how well member states perform their EU obligations, for compliance and 
beyond. As such, there are implications for how we consider the determinants of  institutional 
effectiveness in a polity—when institutions are seen to be impartial—and for the strategies for 
enhancing such effectiveness. 

The paper is structured as follows: Section 2 considers the conceptual frame by distinguishing the 
definition and relevance of  institutional capacity and of  socio-cultural factors. Section 3 outlines the 
operationalisation of  the capacity and impartiality measures for empirical testing alongside other 
‘control’ variables that are created. Section 4 runs statistical tests to explore the significance of  these 
different independent variables (IVs) to how well member states fulfil various EU tasks (the DVs). 
Section 5 considers the results in the context of  domestic systems and EU governance. The 
conclusion draws out the main conceptual and empirical implications. 

2. The Conceptual Frame

The relevance of  capacity has been established in the compliance literature; it may also be related to 
the effectiveness with which EU states fulfil other EU obligations. The sociology of  state 
institutions—the extent to which they are (im)partial in the face of  corruption and clientelism—
may also be logically linked to their performance in relation to the EU. Here, we locate such logics 
in the relevant theoretical literatures.

Capacity is considered in different ways across academic fields and has proven difficult to measure 
(Cingolani, 2013). ‘State capacity’ has been related to GDP levels, while ‘institutional capacity’ has 
both resources and autonomy in its conceptualisation, also bringing in veto-players that might block 
intentions to act. With respect to the EU, it has been mostly studies of  EU law transposition and 
compliance that have adopted the capacity concept—as, for example, ‘administrative capacity’ 
(Tallberg, 2002), ‘management capacity’ (Boerzel et al, 2010), ‘bureaucratic efficiency’ (Mbaye, 
2001), or ‘bureaucratic strength and effectiveness’ (Hille and Knill, 2006). The methods and 
empirical results have varied: Tallberg, using an implementation scale of  EU directives, concluded 
that administrative capacity could only be “a supplementary, rather than dominant, explanation” 
(2002: 631); Boerzel et al (2010), combining GDP per capita with a scale of  civil service quality, 
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found that capacity was significant only in combination with other conditions; to Angelova et al 
(2012: 1269), the significance of  ‘administrative efficiency’ was ambiguous; while Hille and Knill 
(2006: 531), using government expenditure data, argued that ‘bureaucratic strength and 
effectiveness’ was crucial to national adjustment to EU obligations by candidate countries between 
1999 and 2003. Interestingly, Mbaye (2001) found bureaucratic efficiency significant to outcomes 
along with a number of  other variables, including the perceived levels of  administrative corruption. 
Overall, the picture from the compliance studies is mixed.

For clarity, here we keep ‘capacity’, in the sense of  resources, separate from matters of  institutional 
autonomy and veto-players. Thus, the first hypothesis is:

The effectiveness with which member states carry out their EU obligations (governance 
tasks) depends, in significant part, on the capacity (resources) of  their administrative 
institutions: lower resource levels prompt poor institutional performance.

The notion of  ‘autonomy’ needs to be distinguished in its 
application here. While political constraints might reasonably 
be thought to impact whether governments choose to comply 
with EU laws or not, the causal logic is less clear in relation to 
how a government fulfils other EU obligations. More relevant 
is the notion of  the social autonomy of  state institutions: 
clientelism may undermine the fair allocation of  contracts; 
corruption may undermine the spending of  project funding or tax collection.

Phenomena like clientelism and corruption are attributes of  the sociology of  the state and they 
reflect how the state is viewed by society. The state is defined by its cultural setting and this gives 
rise to distinct ‘state traditions’, as the classic work of  Dyson (1980) has outlined. Indeed, “The idea 
of  the state forms part of  the considerations which groups have in mind when determining where 
their interests lie and what types of  conduct will appeal to decision-makers and the public” (1980: 
3). The “values, beliefs and expectations characteristic of  the state tradition… affect groups’ 
perceptions of  their interests and foster in them a disposition to…fit their particular concerns into 
a larger framework” (1980: 3). The strength of  a state tradition can defend institutions from the 
encroachment of  social pressures on public servants from clientelism and corruption. State 
traditions incorporate the symbiotic relationship between government institutions and wider 
society: weak states may be overshadowed by strong societies (Migdal, 1988). State capacities “to 
penetrate society, regulate social relationships, extract resources, and appropriate or use resources in 
determined ways” must start with the way the “rules of  the game have been made and maintained 
in societies” (Migdal, 1988: 4, 25). Indeed, social capital and trust can be seen as core features in 
this relationship (Paraskevopoulos, 2012). 

In his conceptualisation of  the ‘quality of  government’, in order to distinguish it from a purely 
functional set of  tasks or performances that it might seek to explain, Rothstein (2013) argues that 
the key feature is the impartiality of  state institutions in their dealings with wider society (see also 
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Teorell, 2009; Rothstein and Teorell, 2012). Rothstein derives the importance of  impartiality in the 
exercise of  public power from John Rawls’s theory of  justice, Brian Barry’s notion of  justice as 
impartiality, and the liberal concept of  justice in the writings of  John Stuart Mill (Rothstein, 2013). 
The content of  policies—welfare or market regulation, for example—“should not be included in 
the definition of  QoG” to distinguish policy content from procedural politics (Rothstein, 2011: 15). 
“What should count as quality of  government”, Rothstein argues, is that policies have “to be 
implemented in accordance with the principle of  impartiality” (Rothstein, 2011: 17) and QoG 
means “having impartial government institutions” (Rothstein & Teorell, 2012). Impartiality is 
bound up in the idea of  the autonomy of  public institutions, from wider social pressures of, for 
example, rent-seeking behaviour, clientelism, and corruption.

More generally, a focus on the social autonomy of  the state is consistent with Skocpal’s definition 
of  state capacity as resting on whether a state is able to “implement official goals, especially over 

the actual or potential opposition of  powerful social groups or in the 
face of  recalcitrant socio-economic circumstances” (1985: 9). 
Indeed, autonomy exists when state organisations “may formulate 
and pursue goals that are not simply reflective of  the demands or 
interests of  social groups, classes or society” (1985: 9).

European systems have displayed much variation in their state 
traditions. The French and German state–society traditions were a 
core référentiel—based on the French Revolution and Napoleon’s 

Empire; the Prussian unification of  Germany—and shared a commonality as ‘state societies’. From 
this tradition, other European states took their cue (Dyson, 2010: IX). The Nordic state tradition 
combines elements of  an étatist, organicist inheritance similar to the German tradition with a 
strong welfare state orientation (Manning and Parison, 2004; Ziller, 2003). 

Anglo-Saxon systems have lacked a ‘state tradition’ discourse. Such ‘stateless’ societies are not 
necessarily weak states, however, according to Dyson. Moreover, much of  their discourse is marked 
by the notion of  ‘freedom from’ the state, setting the limits to state action alongside a proscription 
of  the politicisation of  its administration.

Other states have neither a narrative of  a state tradition nor a discourse on freedom from the state; 
in its absence, social actors have sought ‘rents’ from it. An illustrative case is that of  Greece. In 
modern Greece, west European liberal norms were implanted in a largely traditional, agrarian 
society. The mismatch sustained a set of  pre-modern, illiberal practices: a ‘rentier’ state with little 
constituency for liberal economics (Tsoucalas, 1991). With the weakness of  a state tradition as such, 
a ‘social trap’ emerged (Rothstein and Uslaner, 2006). The state feeds on wider social norms and 
the citizen distrusts state institutions. There are parallels here with other Balkan states.

Again, in central Europe, the notion of  a state tradition was weak and contestable (Radvan 2014). 
Post-Communist transitions partly involved the shock therapy of  the ‘Washington consensus’ of  
economic reform, becoming foreign direct investment-dependent economies. The exchanges most 
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vulnerable to particularistic behaviour are those between the political executive and business 
corporations, rather than between political parties and civil society (Innes, 2016). ‘Rentier’ theory 
provided an analytical model for the distribution of  political favours creating reciprocal allegiances 
with often-local oligopolistic business interests. 

Following the above, we would expect a geographic differentiation across Europe; that is, that those 
systems lacking a discourse on the separation of  state and society—either via a state tradition or a 
philosophy of  ‘freedom from the state’—are more likely to exhibit problems of  corruption and 
favouritism. Thus, the autonomy hypothesis is one concerned with social impartiality:

The effectiveness with which member states carry out their EU obligations (governance 
tasks) depends, in significant part, on how far their state institutions enjoy social 
autonomy: the greater the autonomy, the more effective the performance of  EU tasks.

As with the first hypothesis, this might be extended to government performance of  purely national 
tasks, of  course, but that is beyond our focus here.

The following empirical analysis draws on two contrasting explanatory logics which will be tested 
for their significance alongside a range of  control variables.

3. Operationalisation and Data

3.1 Independent variables 

3.1.1 Capacity

While the causal relevance of  management capacity to institutional performance is clear, measuring 
capacity has proven problematic. Here, we emulate previous studies and adopt the same measures 
used in the relevant literature: GDP per capita (Boerzel et al, 2010) and government expenditure as a 
percentage of  GDP per annum (Hille and Knill, 2006). Yet, these are limited indirect proxies, thus 
we also add the size of  a public administration, measured by the number of  civil servants per 
100,000 citizens. For this we adopt the variable size of  civil service. Even then the link between size 
(or expenditure) and effectiveness is contestable. Of  closer relevance is the scale of  civil service 
quality used by Boerzel et al and Mbaye (2001), which is that of  Auer et al (1996), which measures 
levels of  professionalism. But this covers only the EU15 for an earlier period. Instead, we use a 
newly established measure: the Oxford International Civil Service Effectiveness Index (InCiSE), 
which is a set of  indicators drawing on diverse sources, but only covers 2017. The index lists a set 
of  data for what it terms ‘capabilities’:

Literacy and numeracy skills; problem-solving skills; educational attainment to tertiary-
level among public sector staff  as reported in OECD surveys.
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As such, we use capabilities as quantitative data providing a balance to the test of  capacity. Of  the 
alternative dimensions of  capacity identified by Cingolani (2013), here we exclude the military, 
industrializing, territorial, and legal as being less relevant to undertaking EU tasks.

As noted already, some EU compliance studies incorporate the ‘political capacity’ of  governments 
to act. Both Hille and Knill (2006) and Boerzel et al (2010) use the Wharton Political Constraint 
Index (PolCon), which identifies the number of  independent branches of  government with veto 
power over policy change, which we refer to simply as political constraint. Here, we include it only for 
the analysis of  EU law compliance: its causal relevance for other EU tasks is questionable. However, 
when we did include it in the statistical analysis, it lacked significance to these performance 
outcomes. 

3.1.2 Impartiality

We follow Rothstein’s (2011: 31–32) conceptualisation on indicators of  (im)partiality. Because of  its 
non-transparent nature, corruption is very difficult to measure. By default, analyses typically survey 
perceptions of  corruption on the part of  those engaged in interactions with the relevant 
institutions. Here, we create a composite scale covering perceptions of  corruption and favouritism. 

Using data from the World Bank and the World Economic Forum, we created an ‘impartiality 
index’. The World Bank’s Control of  Corruption index draws on multiple sources and covers elites’ 
(business and country experts) “perceptions of  the extent to which public power is exercised for 
private gain, including both petty and grand forms of  corruption, as well as ‘capture’ of  the state by 
elites and private interests” (World Bank, 2017). A member state’s percentile rank indicates its 
relative position among all countries covered by the aggregate indicator, with 0 corresponding to 
lowest rank, and 100 to highest rank. Percentile ranks have been adjusted to correct for changes 
over time in the composition of  the countries covered (measured -1 to 3). As the World Bank 
acknowledges, this data is “useful as a tool for broad cross-country comparisons and for evaluating 
broad trends over time” (World Bank, 2019).

The World Bank data was complemented by data specifically on favouritism, provided by the World 
Economic Forum (World Economic Forum, 2017). Again, this is an elite survey with the question: 
“In your country, to what extent do government officials show favouritism to well-connected firms 
and individuals when deciding upon policies and contracts?” The scale runs from “1 = always show 
favouritism” to “7 = never show favouritism”. The data on favouritism does not cover the years 
2004–06, so multiple imputation is used to distribute observed data in order to estimate a set of  
plausible values for missing data. 

We normalised the variables used for the impartiality scale along a 0–1 axis (using the formula: x 
- (xmin) = (xmin) - (xmax)) and the composite scale was created by finding the average across the 
original variables. Unweighted, this constitutes the impartiality index: a high score indicates state 
institutions are seen as impartial, a low score the opposite.
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Public trust in state institutions to perform correctly—consistent with the law—is a parallel 
measure of  impartiality, gauging how far the state administration acts independently of  corruption 
and clientelism. Of  course, the link between perceptions and objective conditions can be 
questioned (Apaza, 2009; Kaufman et al, 2007). Given that the earlier data is based on elite 
perceptions, we sought to incorporate public perceptions to offer balance to the analysis. Here, we 
used the data from the Eurobarometer public opinion surveys (European Commission, 2017a). The 
question asked was: “Do you tend to trust, not to trust, or not know whether you trust or not, your 
nation’s public administration?” Currently, the data is available only for the period 2016–17. 

Public trust correlated with our variables (see below): public procurement efficiency (2016=0.721; 
2017=0.732) and VAT gap (-0.541; -0.578). With the logic of  keeping within the one budget period, 
the total absorption rate for the 2007–13 budget cycle was used as a single figure and correlated 
with the data on trust in the public administration (0.525). The rankings of  member states on the 
impartiality index and the levels of  public trust differ, though only limitedly (Pearson’s correlation: 
0.889). The implication here is that the impartiality index can suffice as a measure of  the social 
autonomy of  the state.

3.2 Control variables 

3.2.1 Democratic political culture

An alternative explanation to impartiality is democratic political culture. This can be an underlying factor 
in public confidence in state institutions and it can be adopted as a control variable (see also 
Persson et al., 2017). Here we use the Economist Intelligence Unit’s index of  democracy and, in 
particular, its measures of  perceptions of  democracy and those holding a positive attitude towards 

Data for Croatia, Cyprus, Malta, and Luxembourg was not available across all variables.
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democratic forms of  governance (Economist 
Intelligence Unit, 2018). These establish the 
extent to which there is a social consensus on 
basic democratic principles.

3.2.2 State type: statism

National performance may be related to over-
reach: that is, the extent of  state intervention may 
be inversely related to the efficient undertaking 
of  its tasks. Others go further suggesting a 
relationship with statism. Statism is cited as an 
impediment to economic development and a 
stimulus to corruption as it gives “public officials 
numerous opportunities to collect rents from the 
state’s regulatory activities” (Diamond, 1990: 52, 
54). Here we use the World Bank’s survey data on 
the ‘burden of  government regulation’, which we 
refer to simply as the variable regulatory burden. 
The question asked of  country experts is: “In 
your country, how burdensome is it for 
businesses to comply with governmental 
administrative requirements (e.g., permits, 
regulations, reporting)? [1 = extremely 
burdensome; 7 = not burdensome at all]” (World 
Economic Forum Global Competitiveness Index, 
2017). 

3.2.3 State type: welfare state (WST)

The levels of  trust citizens display in their 
governmental institutions may be impacted by the 
evaluations of  how well the governmental system 
delivers public services such as welfare. Moreover, 
states that deliver better welfare services may 
have a relatively high institutional efficiency. 
Thus, rather than the sense of  them being 
‘impartial’, it may be that it is the performance of  
the welfare function that counts more. Here, we 
use welfare state type (WST) as a control variable 
using the five categories in the well-established 

Table 1: Welfare State Types

Member State Welfare Type

Austria Conservative

Belgium Conservative

Bulgaria Southeast European

Czech Republic Central/Eastern 
European

Denmark Social Democratic

Estonia Central/Eastern 
European

Finland Conservative

France Conservative

Germany Conservative

Greece Southern European 

Hungary Central/Eastern 
European

Ireland Anglo-Saxon

Italy Southern European

Latvia Central/Eastern 
European

Lithuania Central/Eastern 
European

Netherlands Social Democratic

Poland Central/Eastern 
European

Portugal Southern European

Romania Southeast European

Slovakia Central/Eastern 
European

Slovenia Central/Eastern 
European

Spain Southern European

Sweden Social Democratic

United 
Kingdom

Anglo-Saxon

Using the typology of  Castles and Oblinger (2008)
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typology of  Castles and Obinger (2008): (i) Anglo Saxon; (ii) Social Democratic; (iii) Conservative; 
(iv) Central and Eastern European; and (v) Southern European. The categorisation of  EU member 
states is shown in Table 1.

3.2.4 Length of  EU Membership

It is often assumed that member states learn over time how to undertake EU tasks, thus we test 
whether the main factor in determining national performance is the length of  EU membership (in 
years). 

3.3 Dependent variables

3.3.1 Infringements

The above are tested against the dependent variables to establish whether or not there is a pattern 
in member state performance. The first dependent variable is EU law compliance. The indicator is 
taken from the European Commission’s Single Market Scoreboard and measures the number of  
infringement proceedings opened by the Commission in a given year (European Commission, 
2017b). Here we cover the period 2004–17.

Our other performance indicators range across core areas of  government.

3.3.2 Public procurement efficiency

This variable measures how well domestic state institutions manage the processes of  contracting 
goods and services from the private sector. This public procurement function is regulated by the 
legislation of  the single European market with a view to providing open competition between 
providers across member states. Logically, this may be affected by institutional characteristics. The 
measure used for public procurement efficiency is a composite measure created from data recording the 
efficiency of  the procedure in awarding public contracts between 2011–17, with a mean score out 
of  100 (European Commission, 2017c). The higher the score, the more efficient a state is. 
Efficiency of  procedure measures the mean decision period, i.e. the time between the deadline for 
receipt of  offers (or requests to participate) and the awarding of  the contract. To ensure 
comparability, only notices under the open procedure are considered. The missing years have not 
been covered by an imputation of  data, as the missing period is relatively extensive.

1.3.3 VAT gap

The next variable concerns effective financial management. To Besley and Persson (2008), this is a 
key indicator of  governmental strength. The funding of  the EU budget relies, in part, on the 
collection by member governments of  a proportion of  revenues generated by the mandatory 
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national application of  value added tax (VAT). In reality, how well governments collect this tax 
revenue varies. It is an area that has been highlighted in the economic adjustment programmes 
(bail-outs) agreed with eurozone member states in their debt crises. The VAT gap is the “difference 
between expected VAT revenues and VAT actually collected, (and) provides an estimate of  revenue 
loss due to tax fraud, tax evasion, and tax avoidance, but also due to bankruptcies, financial 
insolvencies or miscalculations”. It is calculated as a percentage of  GDP for the years 2004–17 
(European Commission, 2017d): the lower the score, the smaller the VAT gap. It does not refer to 
the VAT funds transferred to Brussels as part of  member state budget contributions, but to the 
efficiency of  the tax collection in the first place.

3.3.4 Absorption

The final functional area is how well government institutions claim and process EU financial aid, 
which involves planning, coordination and distributional functions. The EU relies on member states 
to achieve its objectives of  addressing regional and social disparities. The performance of  this task 
is logically linked to institutional characteristics. The official absorption rate is the difference 
between EU budget (earmarked) commitments per member state and actual payments made. The 
absorption rate is defined by the EU Commission as the percentage paid to each member state, 
compared to the available budget (European Commission 2017b). The higher the figure, the higher 
the rate of  absorption. 

For this variable, determining the relevant period for analysis requires some caution, however. We 
avoid using data on the first two years of  the budget period, when the standard deviation across 
member states is low. We also exclude the two years beyond the official budget period (when states 
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can still receive funding). By the end of  these ‘extra’ years, the standard deviation is minimal (1.8). 
Instead, we focus on 2009–13, the period with the highest degree of  heterogeneity across EU states 
(std 11.25). The states that completed the highest percentage of  their projects beyond 2013 were 
Italy, Greece, Bulgaria, Romania, Croatia, Latvia, Slovakia, and Slovenia (see Figure 2). These were 
also the countries opting to receive the assistance of  the EU Commission’s Taskforce for Better 
Implementation, set up for this same purpose, plus Greece, which remained under EU surveillance 
and in receipt of  technical assistance (European Commission 2017f). Thus, Greece, for example, 
managed a 34 percentage-point increase in its absorption rate in this period, a case that would skew 
the overall statistical results here if  it were included. Moreover, payments in this period to member 
states were not simply for managing large-scale infrastructure projects, creating further complexity: 
delayed funding under the European Social Fund (not involving such projects) correlated with that 
under the European Regional Development Fund (comprising such infrastructure projects) (0.65). 
The years 2009–13 are the most appropriate for assessment here.

There is some variation in the availability of  data for each performance variable (See note under 
Figure 3) Leaving aside absorption, all data runs to 2017, though VAT gap begins in 2004 and public 
procurement efficiency in 2011. 

4. Empirical Results

Table 2 reports the summary statistics for each variable. With respect to impartiality, Figure 1 shows 
the variation between EU member states in terms of  their mean score for 2004–17 (with 
imputation for 2004–06 only in terms of  favouritism). The geographical differentiation signalled 
earlier is not a simple north–south one. Portugal and Spain score significantly higher than Greece or 
Italy, suggesting there is not a common southern European pattern. Instead, there is a north/
south-east Europe contrast. The three Nordic EU members display the greatest social autonomy, 
those in the south-east, the least. By contrast, only Estonia is ranked in the upper half; those in the 
lower half  comprise the remaining central European states, the Balkans (including Greece), and 
Italy. 

For most, the mean scores of  performance change little over time, demonstrating that a time effect 
is unlikely, though there are significant differences between member states. The dataset is composed 
of  time series cross-section data and we handle it as such in the statistical analysis (Beck and Katz, 
1995). Consistent with this, the Hausman Test indicated using random effects. The exception is the 
infringements variable: this shows substantial variation over time and the Hausman Test indicated 
using fixed effects. In consequence, these results should be considered separately.

As noted above, absorption was tested for the latter period of  the budget cycle and it showed a 
greater significance for impartiality than for the other variables. When the regression was run over 
the full 2007–17 period, the significance of  the impartiality measure remained high (at the 5 percent 
level)—and more significant than any other IV. Furthermore, impartiality was more strongly 
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correlated (0.78) with actual 2007–13 budget outcomes (defined as the total amount absorbed 
during the budget cycle) than the other IVs. This gives ground for concluding that the quality of  
government, as measured by impartiality, is important for how well states absorb EU funding.

Table 2: Summary Statistics 

Variable N Mean Std. Dev. Min Max
Impartiality 24 0.434 0.297 0.016 0.998
Government 
Expenditure

24 45.316 6.635 26.1 62.3

GDP per 
Capita

24 29257.38 16531.63 3381.508 65847.74

Size of  Civil 
Service

24 442.988 474.483 14.970 4019.37

Length of  EU 
Membership 

24 29.92 19.26755 4 60

Regulatory 
Burden

24 3.142 0.659 1.9 4.95

Democratic 
Political 
Culture

24 7.172 1.529 3.75 10

Welfare State 
Type

24 2 2 1 4

Political 
Constraint

24 0.487 0.103 0.211 0.709

Public 
Procurement 
Efficiency

24 78.457 13.085 39.1 98.1

VAT Gap 24 1.799 1.491 0.1 7.9
Absorption 24 9.079 6.301 0.7 36.3
Infringements 24 45.783 30.873 4 161

Table 3 presents the results of  the main regression analysis, with each independent variable 
introduced sequentially to test the stability of  the coefficients across the different models (Models 
1–7). For the impartiality scale, there was some variation when corruption and favouritism data was 
separated—favouritism has a higher level of  significance on public procurement efficiency; corruption on 
the VAT gap and absorption. With the combined scale, the results suggest that impartiality generally 
has a higher degree of  significance to the performance outcomes than does capacity. Barely any 
significance is found for the latter. For two of  the dependent variables (infringements; VAT gap), 
impartiality has the highest level of  significance consistently across all models (at 5 percent and 10 
percent levels). More limitedly, for public procurement efficiency and absorption, impartiality again has the 
highest level of  significance until welfare state type (WST) is added to the regression, then other 
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The analysis found impartiality 

to be more significant to national 

performance than capacity.

variables become significant, and these differ between the two cases. Until WST is added, impartiality 
is significant for both across the 1, 5, and 10 percent levels. None of  the other control variables 
have significant impact across the performance measures. The relevance of  WST will be discussed 
later.

Tentatively, there are indicative effects of  impartiality. Until model 7, prior to inclusion of  WST, 
when impartiality increases by 1, member states commit 81.41 fewer infringements per year, have a 
smaller VAT gap by 1.74, are 33.17 percent more efficient in terms of  public procurement efficiency, and 
absorb 2.67 percent more of  their allocated structural and development funding per year. These 
effects are relatively robust across different specifications.

That impartiality appears to matter more to performance than capacity in terms of  EU law compliance 
suggests an important implication for the relevant literature. The results cannot establish 
causality—as opposed to arguments concerning the ‘goodness of  fit’ (between EU legislation and 
national laws), the domestic costs of  compliance, or the voting strength of  member governments in 
the EU’s Council of  Ministers, where we have no data here—
but they do suggest that institutional capacity now counts less 
than institutional resilience against corruption and favouritism 
(cf. Boerzel, 2010; Thomson, 2009; Mbaye, 2001). Moreover, 
impartiality appears more significant than the strength of  
domestic veto-points and constraints, as in the Wharton 
Index.

The analysis was extended by use of  InCise Index data on the ‘capabilities’ attribute in an OLS 
regression, albeit limited to 2017. This allowed attention to cross-country differences and it served 
as an indicative test: whether, by the inclusion of  another measure of  capacity, the initial findings of  
the relatively greater significance of  impartiality might be negated. With respect to absorption, 
impartiality alone was found to be significant (5 percent level). For public procurement, impartiality 
was again significant, but in this case so was length of  EU membership (albeit at the 10 percent level). 
For infringements, impartiality was again significant to the 10 percent level, as was government expenditure. 
For VAT gap, when all variables were included, no significance was found, but when GDP per capita 
was excluded, impartiality alone was significant for this variable (5 percent level). These results give 
no indication that capacity is more significant than culture, when the additional InCise attribute is 
included and, as such, do not detract from the earlier findings for 2004–17. 

Overall, while there are some limitations in the available data, the analysis has probed the relative 
significance of  capacity and impartiality, tested alongside control variables, and found impartiality to be 
more significant to national performance.
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Table 3: Regression Analysis

Infringements

Model 1 
Size of  
Civil 
Service

Model 2 
Plus 
Government 
Expenditure

Model 3 
Plus GDP 
per Capita

Model 4 
Plus Length 
of  EU 
Membership

Model 5 
Plus 
Regulatory 
Burden

Model 6 
Plus 
Democratic 
Political 
Culture

Model 7 
Plus 
Political 
Constraint

Model 8 
Plus 
Welfare 
State 
Type

Impartiality 120.526 
***

94.281** 85.620** 88.332** 85.662** 81.474** 81.408** 82.70**

(0.000) (0.004) (0.010) (0.009) (0.010) (0.15) (0.012) (0.014)
Size of  Civil 
Service 

- 0.0023 - 0.0032 - 0.0028 -0.0021 -0.0022 -0.0019 -0.0021 -0.002

(0.544) (0.406) (0.460) (0.642) (0.576) (0.624) (0.626) (0.596)
Government 
Expenditure

- -0.925* -0.584 -0.423 -0.686 -0.6753 -0.6744 -0.697

- (0.028) (0.197) (0.337) (0.145) (0.152) (0.154) (0.163)
GDP per 
Capita

- - 0.00099 0.0009 0.00096 0.0009 0.0009 0.0008

- - (0.077) (0.409) (0.089) (0.113) (0.115) (0.138)
Length of  EU 
Membership

- - - -0.016 -0.087 -0.099 -0.102 -0.099

- - - (0.220) (0.676) (0.841) (0.554) (0.438)
Regulatory 
Burden

- - - - -4.385 -4.540 -4.567 -3.689

- - - - (0.416) (0.401) (0.402) (0.529)
Democratic 
Political Culture

- - - - - 4.386 4.396 3.953

- - - - - (0.384) (0.385) (0.471)
Political 
Constraint

- - - - - - 1.405 2.847

- - - - - - (0.961) (0.926)
Welfare State 
Type

- - - - - - - 3.517

- - - - - - - (0.816)
Constant -5.774 48.621 3.949 15.012 22.932 -5.216 -5.972 -7.940
R-squared 0.021 0.0078 0.0382 0.0074 0.0509 0.0556 0.0555 0.0173
Hausman test 0.000 0.001 0.000 0.000 0.0001 0.0001 0.0001 0.0001
Observations 258 258 258 258 258 258 258 258
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Table 3 Continued

VAT Gap

Model 1 
Size of  
Civil  
Service

Model 2 
Plus  
Government 
Expenditure

Model 3 
Plus GDP 
per Capita

Model 4 
Plus Length 
of  EU  
Membership

Model 5  
Plus  
Regulatory 
Burden

Model 6 
Plus  
Democratic 
Political 
Culture

Model 7 
Plus  
Welfare 
State 
Type

Impartiality -2.320*** -2.135*** -2.212*** -2.039** -1.679** -1.780** -1.378*
(0.000) (0.001) (0.001) (0.003) (0.007) (0.006) (0.020)

Size of  Civil 
Service 

-0.00007 -0.00005 -0.00006 -0.00007 -0.00003 -0.0019 -0.00005

(0.141) (0.314) (0.315) (0.212) (0.608) (0.624) (0.377)
Government 
Expenditure

- 0.0203 -0.0205 -0.0247 0.0153 0.0160 0.0248

- (0.219) (0.209) (0.142) (0.421) (0.386) (0.118)
GDP per Capita - - -0.000002 0.0009 0.00008 0.00002 0.00009

- - (0.799) (0.409) (0.458) (0.842) 0.451
Length of  EU  
Membership

- - - -0.0266 -0.027* -0.0284 -0.0141

- - - (0.060) (0.050) (0.048) (0.164)
Regulatory 
Burden

- - - - -0.311 -0.306 -0.158*

- - - - (0.094) (0.084) (0.020)
Democratic  
Political Culture

- - - - - .130 0.0275

- - - - - (0.349) (0.817)
Welfare State 
Type

- - - - - - 0.316

- - - - - - (0.071)
Constant 2.881 1.866 1.801 2.136 3.448 2.734 0.552
R-squared 0.0555 0.336 0.316 0.291 0.346 0.305 0.413
Hausman test 0.784 0.684 0.654 0.555 0.597 0.536 0.544
Observations 258 258 258 258 258 258 258
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Table 3 Continued

Public Procurement Efficiency

Model 1 
Size of  
Civil  
Service

Model 2 
Plus Government 
Expenditure

Model 3 
Plus GDP 
per Capita

Model 4 
Plus Length 
of  EU  
Membership

Model 5  
Plus Regulatory 
Burden

Model 6 
Plus 
Democratic  
Political 
Culture

Model 7  
Plus 
Welfare 
State Type

Impartiality 30.721** 30.402** 31.173* 32.377* 33.133 * 33.166* 26.787
(0.014) (0.015) (0.042) (0.024) (0.026) (0.028) (0.101)

Size of  Civil 
Service 

-0.0019 -0.0027 -0.0026 -0.0048 -0.0048 -0.0047 -0.005

(0.603) (0.459) (0.472) 0.203) (0.214) (0.214) (0.156)
Government 
Expenditure

- 0.0203* -0.342* -0.0247 -0.290 -0.291 -0.172

- (0.019) (0.023) (0.053) (0.084) (0.088) (0.521)
GDP per Capita - - -0.00002 0.0001 0.0001 0.0001 0.00004

- - (0.858) (0.444) (0.430) (0.419) (0.476)
Length of  EU 
Membership

- - - -0.326* -0.330* -0.329*

- - - (0.025) (0.029) (0.028)
Regulatory 
Burden

- - - - -0.415 -0.415 1.616

- - - - (0.890) (0.890) 0.436
Democratic  
Political  
Culture

- - - - - -0.179 0.253

- - - - - (0.870) (0.825)
Welfare State 
Type

- - - - - - -1.401

- - - - - - (0.753)
Constant 66.713 83.005 83.162 87.037 88.565 89.474 84.547
R-squared 0.227 0.252 0.251 0.401 0.398 0.399 0.470
Hausman test 0.201 0.675 0.544 0.201 0.675 0.225 0.287
Observations 258 258 258 258 258 258 258
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Table 3 Continued

Absorption

Model 1 
Size of  
Civil 
Service

Model 2 
Plus Government 
Expenditure

Model 3 
Plus GDP 
per capita

Model 4 
Plus Length 
of  EU  
Membership

Model 5 
Plus Regulatory 
Burden

Model 6 
Plus 
Democratic 
Political  
Culture

Model 7 
Plus 
Welfare 
State Type

Impartiality 5.107*** 4.536*** 5.749** 5.569** 3.212* 2.627* 0.744
(0.000) (0.000) (0.009) (0.007) (0.021) (0.028) (0.658)

Size of  Civil 
Service

0.0001 0.0001 0.0001 -0.000016 -0.0004 -0.0003 -0.001***

(0.785) (0.754) (0.832) (0.976) (0.448) (0.399) (0.000)
Government 
Expenditure

- 0.071 0.107 0.120 0.175* -0.291* 0.155**

- (0.387) (0.140) (0.089) (0.030) (0.044) (0.005)
GDP per Capita - - -0.00003 -0.00001 -0.00009 -0.00001 -0.0001

- - (0.377) (0.777) (0.062) (0.088) (0.004)
Length of  EU 
Membership

- - - -0.030 -0.044 -0.0501 0.066*

- - - (0.070) (0.136) (0.103) (0.041)
Regulatory 
Burden

- - - - 3.325** 3.279** 4.461***

- - - - (0.005) (0.002) (0.000)
Democratic  
Political  
Culture

- - - - - 0.794 0.030

- - - - - (0.167) (0.906)
Welfare State 
Type

-0.461

(0.213)
Constant 9.372 6.250 5.132 4.908 -6.183 -7.950 -4.470
R-squared 0.115 0.122 0.123 0.133 0.210 0.228 0.254
Hausman test 0.101 0.133 0.204 0.231 0.101 0.125 0.102
Observations 258 258 258 258 258 258 258

NOTE: *, **, and *** show significance at the 10 percent, 5 percent and 1 percent levels, respectively. P>z in parentheses. 
The public procurement and VAT gap regressions have been estimated using the GLS random effects estimator in Stata 14. 
Independent variables added cumulatively to test robustness of  impartiality across various specifications.
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Fig. 3: Mean Performance of  EU Tasks: infringements, absorption, 
procurement, and VAT gap by 24 member states, various years

Years of  coverage: infringements 2004-–2017; public procurement efficiency 2011-–2017; VAT gap 
2004–2017; absorption 2007–2015
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5. Implications

The results suggest that impartiality may impact on performance, though it itself  may be a symptom 
of  deeper causes. When welfare state type (WST) was added to the regressions above, impartiality lost 
significance (though WST did not itself  have significance). Citizens’ views of  institutional quality 
(corruption; favouritism) are likely related to how well the ‘system’ delivers on matters such as 
welfare (Rothstein and Uslaner, 2006). Scandinavian welfare states also display higher levels of  
public trust, which impact perceptions of  impartiality. By contrast, public perceptions of  
corruption are higher in central and eastern European states where welfare provision is much lower. 
‘Trust’, and its roots, is a key consideration, and this varies across systems for reasons that remain 
somewhat elusive. Here, several states displayed impartiality scores that deviated from their WST: 
notably, Estonia (CEE); Finland and to a lesser extent Germany (Conservatives); and Portugal 
(Southern Europe). Moreover, while WST was impactful in the regression analyses, other system 
features such as democratic political culture or statism (regulatory burden) were not. This is a matter that 
deserves further exploration. Certainly, the causes of  impartiality likely constitute deep-rooted 
phenomena relatively resistant to change.

The results here prompt attention to attributes of  state–society relations affecting EU governance. 
The strategic and policy implications are significant even at the ‘surface’ level, suggesting priority to 
patterns of  behaviour rather than resources alone. The implications for the EU are profound: in its 
multi-level system of  governance, the EU must rely on member state institutions to deliver on its 
core tasks. How member states perform in this regard varies significantly. That this is not so much a 
matter of  the level of  economic development of  a member state, its political economy model 
(statism), the size or resources of  its public administration, or its years of  EU membership poses 
major challenges in how the EU might respond. 

At the same time, the implication of  the results reported here is that the focus of  external 
intervention needs to shift to the resilience of  state institutions and processes in the face of  social 
and political pressures in order to achieve an improvement in government performance. Such 
action may be independent of  the choice of  administrative model. A shift towards ‘New Public 
Management’ (Ongaro, 2009), for example, may be a lesser concern than how the state resists social 
pressures. The imposition of  ‘alien’ frames for the administrative modus operandi may miss the 
point (Spanou, 2016). Here, there is no clear correlation between types of  administrative culture 
and the performance of  the designated EU tasks. 

The Commission has taken action in the context of  ‘problematic’ member states. Since 2007, the 
European Commission Mechanism for Cooperation and Verification for Bulgaria and Romania, for 
example, has produced annual reports which have contained detailed recommendations for how 
both states were expected to improve governance, tackle corruption, and, specifically, bring public 
procurement practices within EU guidelines (European Commission, 2016). Clearly, however, the 
problem extends beyond these two cases. Further, some 40 percent of  the bailout reform 
conditions set for Greece referred to the reform of  its public administration (Featherstone, 2015). 
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The EU Commission’s Taskforce for Greece offered technical support to the Athens 
administration, alongside a series of  bilateral support schemes with EU member states. The 
Taskforce ended in June 2015 to be replaced, the following month, by a new Structural Reform 
Service within the Secretariat-General (under Vice-President Valdis Dombrovskis) to assist member 
states in implementing administrative and structural reforms. The latter was an objective added to 
the EU’s Europe2020 programme. 

There are clear political sensitivities, however, associated with the EU stepping into the debate on 
corruption or cronyism at the domestic level. Having published an official report on anti-
corruption efforts across EU member states in 2014, the EU Commission recoiled from venturing 
to follow it up with a further report, as it had planned, several years later. Its spokesman, Margaritis 
Schinas, explained in February 2017 that “for the Commission, the fight against corruption is not in 
any way an attempt to interfere or offer value judgments within the political life of  a member state,” 
(EUobserver, 2017). It is not clear that the EU Commission has the political capital to venture into 
this difficult sphere.

6. Conclusion 

This paper set out to assess the relative significance of  the institutional capacity of  national public 
administrations and the sociology of  those state institutions to the variation in how well EU 
member states fulfil their EU obligations. The former notion is well established in the literature on 
EU law compliance. The latter is a more distinctive contribution to the field of  EU implementation 
studies. Its definition and relevance needed careful consideration. The conceptual frame was 
prompted by Dyson’s notion of  state tradition and Rothstein’s focus on the social impartiality of  
state institutions. The empirical focus incorporated EU law compliance as well as obligations across 
Lowi’s typology of  governance tasks (distributive, re-distributive, regulatory), to highlight their 
range. The proposition was that states subject to wider social pressure—clientelism, corruption—
would be less able to fulfil these obligations because they would lack the institutional probity and 
autonomy to do so. There was very little evidence to endorse this first hypothesis on ‘capacity’; 
rather, the evidence supported the second hypothesis: that not only is impartiality important to how 
well member states respect EU laws and deliver policies, but also that it may well be more 
significant than institutional capacity. The results contrast with the literature, which finds that 
management capacity at the domestic level (helps to) determines national compliance with EU law 
(Boerzel et al, 2010). Though, when Hille and Knill (2006: 531), for example, found that 
‘bureaucratic strength and effectiveness’ was crucial in national adjustment to EU obligations by 
candidate countries between 1999 and 2003, it is important to note that their measure included the 
independence of  the civil service from political pressure. 

Consistent with Dyson, variations in state–society relations were evident on a geographical basis. 
South-eastern and central European states scored low both on state impartiality and their fulfilment 
of  EU obligations. Such states lack a strong state tradition of  social autonomy. In recent times, the 
semi-rentier character of  some has created impediments for the EU in terms of  engineering their 



Capacity or Culture?   | 22

convergence—the successive bail-outs in Greece being a particular case—and their proper 
application of  EU regulation and resources. Semi-rentier features conflict with the liberal principles 
of  EU economic policy (market openness; effective market regulation), as well as its market-
correcting objectives of  reducing disparities and promoting social cohesion.

The findings suggest the relevance of  the sociology of  the state to theoretical understandings of  
the European integration process. Indeed, the extent to which ‘Europeanisation’ (Olsen, 1996; 
Featherstone and Radaelli, 2003) impacts pre-existing state traditions is, perhaps, the most 
substantive test for matters of  EU convergence. Most obviously, rather than the traditional neo-
functionalist hypothesis of  “political actors in several distinct national settings…[being]…
persuaded to shift their loyalties, expectations and political activities toward a new centre, whose 
institutions possess or demand jurisdiction over the pre-existing national states” (Haas, 1968: 16), 
the corollary becomes how far they are prompted to revise their relations with domestic state 
institutions, to allow them to better perform integrative EU tasks.

The EU’s existing system of  multi-level governance is shown to be vulnerable in the light of  the 
current demands for deepening EU economic, fiscal, and regulatory integration. Given the variation 
between national settings, the extent to which the EU27 can progress to deepening in common, or 
in parts, is the underlying question raised here. Answering that may involve a retreat into 
fragmentation or a major step forward in the intervention of  the EU at the domestic level to 
enhance the quality of  institutions and their autonomy from social and political pressures. Both 
strategies confront strong political sensitivities. Ignoring the choice, however, is to neglect some 
current realities of  EU governance.
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