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ABSTRACT This article analyses public–private partnerships (PPPs), which are
characterized by shared public authority between public and private actors. The ques-
tion asked is how well the officials handle the vertical and contractual relationship
with the private actors, given the requirement of democratic accountability according
to the hierarchical, liberal model of representative democracy. The case study is Gali-
leo, Europe’s satellite radio navigation system that can be regarded as a fairly
technical and traditional European partnership in the infrastructure sector. The main
conclusion is, however, that Galileo is highly complex in both political and economic
terms. In spite of this complexity, or precisely because of it, officials are left with very
little political guidance and directives. It is also surprising that the market actors seem
to be given so much room for manoeuvre in the programme. It can be argued that the
power of the officials in designing Galileo is problematic from a democratic perspec-
tive. There are basically two reasons for this. The first is that the general political
goals for the partnership are too general and have little impact on and contact with
the day-to-day activities. It is the officials rather than the politicians that have influ-
ence over the PPPs. The second reason is that the private actors do not only run the
programme in an overall sense, they will also make important decisions in its daily
management. The private actors thus have influence within important public infra-
structure but are not democratically accountable for their decisions. Hence, the case of
Galileo shows that a fairly simple task — the offering of satellite navigation signals —
is highly complex. The conclusions from this study therefore suggest that PPPs in even
more complex policy areas need to be analysed carefully before any decisions on a
partnership are reached.
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602 Ulrika Mörth

Introduction

The use of legal instruments has historically been one of the most impor-
tant features of the European Union (EU). During recent years, however,
new forms of soft modes of governance and regulation have emerged in the
EU (Borrás and Conzelmann 2006). These regulative forms are less author-
itative, less interventionist and aim at a more participatory style of gover-
nance (European Commission 2001, Caporaso and Wittenbrinck 2006).
Regulatory tools are not necessarily legally binding regulations (hard law),
but have rather taken the form of soft law, such as standards, benchmark-
ing, monitoring frames and codes of conduct (Hood et al. 1999, Mörth
2004). This development is described as part of the governance turn in EU
studies (Kohler-Koch and Rittberger 2006).

This article analyses public–private partnerships (PPPs) as a new mode
of EU governance characterized as shared public authority between public
and private actors. The relationship between the private and public actors
is often regulated by legally binding contracts in accordance with other
private contractual relationships. PPPs are here defined as close collabora-
tion and contractual ventures between private (profit-orientated) and
public actors of some durability in providing citizens with public goods
and services. The soft governance element in PPPs has to do with the fact
that non-legally binding rules and policies are important regulative modes,
in addition to the legally binding ones, between the public and private
actors.

The driving forces behind the emergence of European PPPs are multifac-
eted. The strain on public finances has underpinned an ideological change on
what the state and the private sphere should do and vice versa. During the
1980s and the 1990s the political economy of the EU underwent major
changes. The member states of the Union first agreed to complete the internal
market and then “rushed toward this objective by way of extensive liberal-
ization and regulatory reforms at the EU level” (Jabko 2005, p. 200). The
New Public Management reforms (NPM) in the OECD countries during the
1980s and 1990s certainly had an effect on this quest for liberalization of
markets. Indeed, the NPM reform introduced a range of private sector
management instruments into the public sector (Pollitt and Bouckaert 2004).
Although it did not invent, but rather intensify, the instrument of PPPs, this
regulation by contracting became popular in various EU policy areas, espe-
cially within issues of public infrastructure. In 1990 the volume of PPP activ-
ity in the European Investment Bank (EIB) was almost zero, in 1995 the
figure was over 500 and in 2000 the figure had risen to 3,000 signatures (EIB
2004). Roads and motorways, tunnels and bridges, urban development,
renovation and transport together accounted for 78 per cent of the overall
activity of the EIB’s portfolio in 2003. The social infrastructure, consisting
of health and education, amounted to 5 per cent of the total PPP loans
(ibid.).1 Many of the PPP projects within social infrastructure have, however,
been signed after 2003 and the amount of loans to social infrastructure
PPPs of the total PPP project loans was 13 per cent in 2006.2 The trend has
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Dilemmas between Efficiency and Democratic Accountability 603

therefore been upward, with the concentration on social infrastructure
during the last couple of years. In 2006 the total sum of the EIB’s expenditure
on PPPs was €22,920.74 million (EIB 2006).

Thus, formerly closed markets are now open for private contractors and
various public companies have been partially or completely privatized. The
Lisbon process in the early 2000s — to make the EU the world’s most
competitive and dynamic economy through liberalization of services
markets– has emphasized the importance of more market reforms of
public services. The governance turn in the EU is linked intimately to these
developments. Governance “signifies a change in the meaning of govern-
ment, referring to a new process of governing; or a changed condition of
ordered rule, or the new method by which society is governed” (Rhodes
2003, p. 65). The Open Method of Coordination (OMC) and other new
modes of governance are part of a larger change in governance that entails
an “ideological shift from politics towards the market” (Pierre and Peters
2000, p. 55). In sum, we are witnessing a change from an emphasis on
process and relations based on confidence to a situation in which results
and contractual relationships dominate the public sector (Hood 1995).
Within this literature on the transformation of the public sector one is
dealing with the public actors’ dilemma between a perceived efficient part-
nership and the democratic requirement of political accountability/control
(ibid.). The dilemma concerns the classic tension between efficiency and
democracy, or what Fritz Scharpf (1999) defined as the distinction
between output legitimacy and input legitimacy. It is also related to the
accountability dilemma (March and Olsen 1995, see also Teisman and
Klijn 2002).3

In this article the dilemma is formulated in the following way: how do the
officials handle the vertical and contractual relationship with the private
actors, given the requirement of democratic accountability according to the
hierarchical, liberal model of representative democracy?. The main justifica-
tion for PPPs is that they can be effective, which gives them a certain mana-
gerial autonomy from political control. Another question is whether they
are efficient or not, a question that lies outside the analysis in this article.4

Furthermore, PPPs must also be democratically legitimate, which requires
political accountability and control. The choice of accountability in the
analysis, rather than other liberal democratic values, is based on the fact
that the question of accountability is often perceived as highly problematic
in PPPs (Hodge and Greve 2005). It is also a crucial democratic value in
liberal democratic thinking (Habermas 1996, Dryzek 2000). One reason for
the accountability problems in PPPs is that the partners involved handle an
autonomy dilemma which means that the public and the private actors need
to strike a balance between being a partner, on the one hand, and being a
sovereign actor, on the other. The focus here is on how the officials, who
are situated between the politicians and the market actors, handle this
dilemma. How do they handle the requirement of political control and
accountability, on the one hand, and the contract negotiations with the
private actors, on the other?
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604 Ulrika Mörth

A fairly straightforward case of a European collaborative venture between
public and private actors has been chosen. The case concerns Galileo,
Europe’s satellite radio navigation system. Galileo is a classic public and
private partnership within Trans-European Networks and other projects in
European infrastructure. In contrast to other PPPs in the health sector and
other more politically sensitive policy areas, one would expect a rather low
tension between efficiency and democratic accountability in this case. Galileo
is a technical project and should therefore hardly generate any strong tension
between delivery (=a satellite navigation system in Europe) and the require-
ment of democratic accountability. The argument is that this case should give
us some clues as to whether the dilemma is complicated or easy to handle.

Before beginning the empirical case of Galileo, the article commences with
a brief overview of PPPs and their ideational origins, followed by a section
on how the tension between efficiency and democratic accountability will be
used in the empirical analysis.

Partnerships as a Merely Financial Arrangement?

Partnerships are often defined as “cooperative ventures that rely upon
agreement between actors in return for some positive outcome for each
participant, which could be some economic or social goal or potential for
synergy” (Carroll and Steane 2000, p. 36) By working together the actors
seek to meet “objectives while, hopefully, performing better than either one
acting alone” (Linder and Vaillancourt Rosenau 2002, p. 6). The actors are
supposed to take part in the cooperation for mutual benefit (McQuaid
2000). These benefits can include economic gains (share risk capital),
resources (information, expertise, regulatory power instruments) legitimacy
and conflict avoidance (ibid.). Other definitions emphasize that PPPs are
cooperation with some durability (Van Ham and Koppenjan 2001, p. 598,
Hodge and Greve 2005). It is also common to argue that PPPs is an
umbrella concept that comprises many types of cooperative arrangements
between public and private actors. Grimsey and Lewis (2004) make a
distinction between at least ten different types of PPPs.5

There are thus three common assumptions in the academic literature: first,
PPPs are about a durable and a formal contractual relationship; secondly, the
actors have clear goals and objectives with what they want with the partner-
ship; thirdly, it is assumed that PPPs are often about a fairly uncomplicated
financial agreement, and seldom that they involve other predicaments. These
assumptions are also evident in the definitions by the OECD (2005), the
European Investment Bank (2004) and the European Commission (2004).

There are also scholars who discuss the political and ideological underpin-
nings of PPPs (Grimsey and Lewis 2004, Hodge and Greve 2005). Linder
(2002) argued that there are six different meanings attached to PPPs and that
the bulk of these meanings have more or less to do with the neoliberal
movement’s quest for efficiency gains. The state is regarded as overburdened,
overextended and the governments are out of control (ibid.). Partnerships
can therefore reduce the state and let a more market-orientated management
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Dilemmas between Efficiency and Democratic Accountability 605

style make the government more efficient. The attractiveness of PPPs also has
to do with the need to bring communities closer together. This is certainly
the case in the UK, where PPPs have become an important part of the ‘stake-
holder society’ of the New Labour government within social policy, for
instance in the struggle to combat youth unemployment (Osborne 2000).

The notion that partnership has to do with power sharing means that
partnerships are supposed to alter business–government relations in funda-
mental ways (ibid.). The traditional adversarial relations endemic to
command-and-control regulation can shift to a relationship based on trust
and beneficial sharing of responsibility, knowledge and risk. Indeed, a
common understanding of partnerships is that they involve equal partners.
The resources are often not equally shared among the actors but there still
seems to be a strong idea in starting a partnership in which the actors
involved are partners and where they have mutual interests in the project.
This means that the actors involved have clear interests and goals of the
partnership, although not necessarily the same interests and goals.

In line with Linder, it is argued that PPPs is not a neutral concept. PPPs
are part of the New Public Management Reform (NPM) and its focus on
delivery and output legitimacy. From a liberal democratic point of view this
emphasis on efficiency is problematic. How can democratic accountability
be resolved in a situation in which the two partners share public authority
within sectors that concern important public services? Thus, according to
this reasoning there is more at stake than a financial risk relationship
between public and private actors.

Democratic Accountability

The problems of accountability are often raised in the literature on PPPs (see,
for instance, McQuaid 2000). It is argued that no single partner feels fully
accountable for the actions of the partnership (ibid.). The notion of delega-
tion of powers to agents entails a focus on the control mechanisms and on
finding ways to hold the agents accountable to the principals. How can
private bodies then be accountable to the general public? How can we make
private actors accountable for the important decisions they make? They are
not elected by the people and have no seat in the legislative bodies. The
respective merits and flaws of voluntary regulatory arrangements and
mandatory legal mechanisms constitute a central theme in the literature on
private authority and PPPs (Cutler et al. 1999, Hall and Biersteker 2002).
The debate on the normative implications of PPPs can be divided into ‘the
pessimists’ and ‘the optimists’ (cf. Avant 2005). The pessimists argue that
PPPs undermine public control and democratic processes, whereas the opti-
mists argue that private options can be effective and offer solutions to
problems that the public sector has difficulty in handling. Yet, they seem to
agree on one thing — the very idea of establishing PPPs has to do with its
potential to be effective. They differ in the degree to which this quest for effi-
ciency has democratic implications. Robert Behn (2001, p. 33) described the
problem in the following way: 
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606 Ulrika Mörth

The proponents of a new public management paradigm emphasize
performance — the ability of their strategy to produce results. But they
cannot ignore the troubling question of political accountability. They
must develop a process, a mechanism, a system, a concept, a something
that not only permits public agencies — and their collaborators on the
for-profit and non-profit sectors — to produce better results but also
ensures accountability to citizens.

Indeed, the trick is to combine accountability with performance.
What, then, is democratic accountability? In a general sense accountability

can be defined in terms of how an agent, who has been delegated authority,
is held to answer for his/her performance. During recent years there has been
a rather intense focus on accountability in national, European, as well as in
global, politics (Przeworski et al. 1999, Schmitter 2000, Strom 2000, Behn
2001, Lord 2004, Grant and Keohane 2005, Koenig-Archibugi 2005). This
literature shows that the concept of accountability is rather slippery. I agree
with Bovens’ (2006, p. 7) reflection that the concept “has become less useful
for analytical purposes, and today resembles a garbage can filled with good
intentions, loosely defined concepts, and vague images of good governance”.
However, it is argued that accountability is best understood as democratic
accountability and that it should be linked to the democratic chain of
delegation and control.6 We are dealing with a principal–agent relationship
and accountability ex post. A clear authority relationship is thus the very
essence of accountability (Thomas 2003). The principal–agent relationship
is, however, only valid between the public actors — between the politicians
and the officials. The situation is more complex between public and private
actors within various PPPs. Indeed, delegation of authority does not seem to
occur between the partners (Koenig-Archibugi 2005). Public authority is
shared rather than delegated. The mechanisms for democratic accountability
are therefore highly complex. One of the ways of dealing with this complex-
ity is to set up a public agency that has the responsibility to monitor the
private actors (Majone 1996). This arrangement can still be regarded as
problematic from a liberal understanding of democracy because the private
actors are not part of the democratic chain of command and control.

The article will now turn to the case of Galileo and see how the account-
ability mechanisms are designed between the politicians and the officials, on
the one hand, and the officials and the private actors, on the other. The
following questions on the PPP are asked to provide some answers on these
complex relations and how democratic accountability can be accomplished.
These questions are both the result of a deductive analysis and of a reading
of the case. 

• Are there clear goals with the partnership?
• How is the partnership organized?
• Who participates in the decisions concerning the partnership?
• Is there a clear division of labour between the partners?
• How are the private actors monitored by the public actors?
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Dilemmas between Efficiency and Democratic Accountability 607

The first question, whether or not there are clear goals, can provide an indi-
cation of the complexities and difficulties of a democratic model of delega-
tion and control. The less clear and/or conflicting the goals are the more
difficult it is to uphold democratic accountability. However, to find out the
goals intended with the partnership is not an easy empirical task, especially
if one is interested in ‘hidden agendas’. Indeed, partnership may resemble a
complementary relationship but it may also disguise the diverse goals and
interests of the partners (Macdonald and Chrisp 2005). The analysis will
begin fairly simply by looking at formal statements on the partnership, espe-
cially by the public actors.

Questions on the organization of the partnership will provide information
on how the question of democratic accountability is organized and handled.
The third question has to do with whether the partnership has direct contacts
with the legislatures or other political decision makers or if a special agency
has been set up to monitor the partnership. The former case would suggest a
less complex chain of delegation and control, whereas the latter would
suggest a complex relationship between civil servants, politicians and the
private actors. The fourth and fifth questions are also included in order to
establish the complexity of the relations between the actors involved and thus
the potential for democratic accountability.

The Case of Galileo
Background

Galileo is a joint initiative of the European Commission and the European
Space Agency (ESA) on a global civilian-controlled satellite radio navigation
system. Galileo is regarded as a more accurate version of the American Global
Positioning System (GPS), accurate to within less than a metre. It is also a
service that cannot be switched off by the Pentagon. Indeed, in 1999 the
Commission stated that “an urgent decision is needed: the US is committed
to developing GPS and reinforcing its global dominance. They already have
a head start. Unless Europe gives a firm political commitment now to devel-
oping a European system, to be in place at the same time as the next generation
of GPS, it will simply be too late” (European Commission 1999, p. iv).

Galileo will allow users to pinpoint their location at any time with a high
degree of accuracy. It will also offer satellite navigation products and services.7

The system will thus offer at least two types of services (signals). One is free
and public and the other will be paid for and is a commercial service. When
fully deployed the system will consist of thirty satellites in three orbits offering
a range of multiple applications, products and services to be deployed for use
in transport, telecommunications etc. The economic aspects of Galileo are
gigantic. The world market in satellite navigation products and services in
2005 reached 60 billion. In 2020 it is estimated that the annual world-wide
turnover of these markets will reach 300 billion (European Commission
2006a). According to the European Commission, 150,000 jobs will be created
within the EU, primarily in the high-tech sectors, as a result of the Galileo
project (ibid.).
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608 Ulrika Mörth

The Galileo programme consists of four phases. The first is the definition
phase that took place from 1999 to 2001 (European Commission 2006b,
p. 351). During this phase the system architecture was developed and the
services to be offered were determined. The second phase is development
and validation, 2002–2009. This phase covers the development of the satel-
lites and the system’s ground components, as well as validation in orbit
(European Commission 2006a). The cost of this phase is 1,500 million
shared by the EU and the ESA (ibid.). The development and validation
phase is managed by the Galileo Joint Undertaking (GJU). In 2007 the
European GNSS Supervisory Authority took over from the GJU. The third
phase is Deployment, in 2009 and 2010. This phase covers the manufacture
and launch of the satellites in the constellation and the installation of all
ground components (ibid.). The fourth and last phase is the commercial
operating phase that is intended to begin at the end of 2010. This phase
covers particularly the commercial operation.

Since the inception of the Galileo programme, the Council in the EU has
advocated that Galileo should be a PPP. In 2001, 2002 and in the Council
Regulation from 2004 the Council underlined that “substantial private
sector participation is a fundamental element for the success of Galileo …”
(Council Regulation 1321/2004, para 6). This means that a private organi-
zation gets the exclusive rights to the use of infrastructure for a period of
twenty years. In return for this concession contract, the private organization
bears at least two-thirds of the infrastructure costs (European Commission
2006a).

Empirical Analysis

The question as to whether there are clear goals with the partnership can be
answered by yes and no. The overall aim of the Galileo programme “is to put
in place the first global satellite radio navigation and positioning infrastructure
designed for civilian purposes” (European Commission 2006b, p. 2.). This
goal seems rather clear. However, if you read the Council Regulation from
July 2004, numerous applications are associated with Galileo, such as “trans-
port (positioning and measurement of the speed of moving bodies), insurance,
motorway tolls, law enforcement (surveillance of suspects, measures to
combat crime), customs and excise operations (investigations on the ground,
etc), agriculture (grain or pesticide dose adjustments depending on the terrain,
etc.), fisheries (monitoring of boat movements)” (Council Regulation 1321/
2004, para 2). In a communication by the European Commission in 2006,
Galileo’s role as a provider of Public Regulated Service (or governmental
service) is emphasized. Access to this service is restricted for security reasons
and is therefore offered only to state institutions (European Commission
2006a). “Being encrypted and resistant to jamming and interference, it is
particularly suited to uses which require continuous coverage over consider-
able periods of time, for instance in the field of civil protection or national
security, police or customs authority surveillance, supervision of maritime or
land borders, and action to combat unlawful exports or immigration” (ibid.,
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Dilemmas between Efficiency and Democratic Accountability 609

p. 7). The European Commission also identities other functions of Galileo.
One of these is satellite radio navigation that could be used in the areas
of combating fraud, civil protection, judicial supervision and road safety.
“Moreover, recommendations on using the technology will be sent to the
authorities in charge of the rail, sea and air transport sectors. Specific analyses
will also be carried out in relation to the nuclear industry, from the transpor-
tation of fissile material to the treatment of waste” (ibid., p. 8). In addition
to these civilian-orientated goals there is a strong military and security-related
dimension to Galileo. Indeed, Galileo is a rival to the US GPS and will clearly
have military use.8 This goal has been more articulated during recent years
than during the early days of Galileo.

Thus, Galileo has many goals. These goals are not necessarily easy to
combine. The security and police-orientated goals, law enforcement, civil
protection, national security, combating fraud etc., concern questions of the
rule of law and the protection of individual rights. Other goals and objects
of Galileo concern more commercial services. How can these tasks be sepa-
rated from each other and, above all, how can classified information be kept
from the private consortium that will run Galileo? In May 2004 the Foreign
Relations Counsellors Working party (within the EU Council) agreed on the
text of a draft Council Joint Action on aspects of the operation of the European
satellite radio navigation system affecting the security of the EU (Council of
the European Union 2004). It is suggested in the draft that “In situations where
the operation of the system may affect the security of the European Union or
its Member States, the Council should decide on the necessary measures to
be taken” (ibid., para 4). The Secretary-General of the Council, the High
Representative for the Common Foreign and Security Policy (CFSP) is
“empowered to take necessary measures in cases of urgency, and should be
in a position to ensure permanent surveillance of the operation of the system”
(ibid.). In the event of a threat to the security of the EU or of a member state
that is linked to Galileo, “the Council shall decide on the necessary instruc-
tions to the European GNSS Supervisory Authority (SA) and the concession
holder of the system” (ibid., Article 2.1). These texts do not, however, provide
any answer to the question of how the security aspects of Galileo in the daily
operations will be handled by the private consortium. What kind of contacts
will there be between the private consortium and the Council?

Some answers to that question are given when one looks into how the
partnership is organized. Galileo remains in public ownership, which
strongly indicates the dominance of the public actors, especially officials.
Another factor that strengthens this perception of the dominance by officials
is that the EIB, which often negotiates closely with the private actors in a
procurement process, has helped the European Commission in its dealings
with the EU governments.9

Furthermore, in 2002 the GJU was established between the EU and ESA
according to article 171 in TEU. Article 171 of the Treaty provides for the
creation of joint undertakings by the Community and requires the adoption
of a Council regulation (European Commission 2006b). The task of GJU, set
up by Council Regulation of 21 May 2002,10 is to “manage the programme’s
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610 Ulrika Mörth

development phase and carry out the procedure to select the future conces-
sionaire” (European Commission 2006a, p. 3). The GJU mainly consists of
three boards — the supervisory board, the administrative board and the
executive board. The political steering is conducted by the supervisory
board. The administrative board, consisting of representatives of the GJU,
takes all strategic decisions — decisions on planning, financing, budget and
access to new members. The executive board consists of one representative
each from the European Commission and ESA. The task of the Joint
Undertaking is to coordinate the programme during the initial phase and to
prepare for the development phase. The private actors are not part of the
Joint Undertaking during this initial public phase of the programme.

The European GNSS Supervisory Authority, a Community agency set up
by Council Regulation No 1321/2004 of July 200411 will gradually take over
the tasks from the GJU (European Commission 2006a). It is this Supervisory
Authority that will sign the concession contract and act as the licensing
authority. The Authority “should be the concession holder’s sole interlocutor
on the matter of frequencies” (Council Regulation 1321/2004, para 8).
Moreover, the Authority is responsible for managing and controlling the use
of funds specifically allocated to it for the programmes (ibid., para 10). It will
have its own budget in order to guarantee the Authority full autonomy and
independence (ibid., para 21). The new Authority is a Community agency
which means that it is set up within the EU’s first pillar, it is governed
by European public law and has its own legal personality.12 Similar to
other Community agencies, the member states and the Commission are
represented on the Administrative Board. The board is “entrusted with the
necessary powers to establish the budget, verify its execution, adopt the
appropriate financial rules, establish transparent working procedures for
decision-making by the Authority, approve its work programme and appoint
the Executive Director” (Council Regulation 1321/2004, para 16). The new
Authority’s legal representative is the Executive Director. The distribution of
powers between the Administrative Board and the Executive Director is laid
down by the regulation and may be spelled out in its rules of procedure. In
the Council Regulation it is stated that the Executive Director should each
year prepare a draft general report to be submitted to the Administrative
Board (ibid., para 17). One or more Committees are often set up in
Community agencies. In the European GNSS Supervisory Authority two
committees will be established — a Scientific and Technical Committee and
a Safety and Security Committee. Their task is to assist the Authority (ibid.,
para 20).

Approximately twenty people will work at the Authority and it will be
based temporarily in Brussels until a decision has been adopted on the
location of its headquarters. The location of the authority’s headquarters is
the subject of political controversy among the EU-25. Prague has been
regarded as the frontrunner to host the Galileo system, but its bid is being
resisted by countries in the older EU countries.13 There is a thus a tension
between the ‘old’ and the ‘new’ member states. The ‘old’ member states have
raised security concerns over the authority’s location in Prague.14 A more
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Dilemmas between Efficiency and Democratic Accountability 611

problematic aspect of the new Authority seems to be its dual functions, both
as a contractor and as a regulator, on the one hand, and as the monitoring
agency, on the other.15 These two functions are not combined easily and
could undermine the legitimacy of the agency even before is has even begun
its activities. Another issue regarding the Authority is the fact that the
European Commission has very little influence over the authority in spite of
the political demands that the Commission should take a political lead in
Galileo (EC 2007).16

hus, the officials play an important role in the setting up of the PPP and in
the negotiating with and monitoring of the private actors. The private actors
have no formal role in the organizational set up and in the overall decision-
making process. The formal division of labour in the partnership is that the
private consortium will run the programme. Indeed, the selected consortium
will not own the Galileo assets but will take responsibility for managing the
programme day to day, and for making a profit out of it. In contrast to the
American GPS programme, which is financed by the Defense Department and
thus by federal public money, Galileo is run as a civilian-financed system with
the expectance of huge investments from the private sector. The Council
decided in 2001 that the development phase should be financed by the public
sector and that the other phases should be financed by both the public and
private sectors. A PPP should be established on the basis of a maximum of
one-third of the cost of the deployment for the public sector. In October 2003
the GJU launched a concession call for the deployment and operational phase
of Galileo. Two years later the GJU agreed to the creation of a merged consor-
tium, recently named ‘Euro-GNSS’ and composed of eight partners from five
nations (EC 2007). The companies in the five-nation consortium included
EADS, the parent company of Airbus, the French groups Thales and Alcatel-
Lucent, the UK’s Inmarsat, Italy’s Finmeccanica, Aena and Hispasat of Spain
and a German group led by Deutsche Telekom. The negotiations started
in January 2006, following internal industrial disagreements, especially
concerning division of roles and responsibilities. The ex-Commissioner Karel
van Miert functioned as a mediator which resulted in an agreement among
the eight members of the merged consortium (EC 2007). The negotiations
have also been problematic because of the uncertain profit-making aspects for
the industry. The private investors have been rather reluctant to take financial
risks in a programme in which they are expected to pay for the design and
infrastructure and not only for the operational phase. In addition, the orga-
nizational and decision-making set up leaves very little formal influence to
the industry. In February 2006 an initial round of negotiations resulted in an
agreement on the principles to be followed during the remainder of the proce-
dure. The procedure on reaching a PPP agreement entails, above all, negoti-
ations on risks. Risk sharing and other aspects of the implications of financial
commitment are examined before any agreement is reached (European
Commission 2006a). Nine risk aspects are identified: “cost overrun, construc-
tion, performance, design, revenue and markets, deployment, coverage of
project risks, compensation in the event of termination of the project, and refi-
nancing” (ibid., p. 3). The estimated costs and income and the public sector
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612 Ulrika Mörth

contribution will be finalized by end 2006 (European Commission 2006a).
Between June and December 2007 the concession contract was to be signed.
The European Commission negotiated with the private consortium. The
Commission would, however, “provide the Council and Parliament with a
summary showing the sharing of risks between the private and public sectors
and the distribution of the main rights and obligations between both sectors.
The conclusion drawn up by the Commission was to be referred to the Council
and Parliament before the concession contract was signed by the Supervisory
Authority” (ibid., p. 4).

A less market-orientated explanation for the difficult negotiation process
between the public and private actors is the fact that the industry in question
is used to governmental contracts. The five-nation consortium consists of
companies that have close relationships with ‘their’ governments. It is a
highly politicized market. One could, therefore, argue that procurement
followed by a PPP is less likely to be successful in sectors in which the market
is quasi-public than within sectors where there are more independent private
partners in relation to the public actors.

During spring and summer of 2007 the timetable of Galileo seemed very
uncertain. The European Commission gave the companies until 10 May to
create a single company and choose a chief executive for it (Meller 2007)
and, in mid-May 2007, the Commission presented a rather pessimistic
communication on Galileo — Galileo at a crossroads (EC 2007). The
background of this communication was a request from the Council of
Transport Ministers 22 March 2007 to assess and report by the June Council
on the overall progress of the Galileo project. The European Parliament, in
its resolution of 24 April, reiterated its support for Galileo and expressed its
concern about the progress. The Parliament emphasized the need for the
strengthening of public governance by ensuring political responsibility and
leadership of the Commission (EP 2007). The Commission declared that
negotiations with the industry have come to a crossroads. The uncertainties
of the commercial use of Galileo is a problem, according to the Commission,
with the fact “that the GPS civil signal is free of charge, and that there is still
considerable uncertainty to what extent the public authorities will use the
Public Regulated Service (PRS) of Galileo” (EC 2007). The Commission also
pointed to the technological complexities of Galileo and that it was risky to
transfer the design risk to the private partners. Another factor that the
Commission focused on in its Communication is perhaps the most crucial
factor behind the difficulties to establish a PPP: the lack of clarity “of the
respective roles and responsibilities on the public side …” (EC 2007, p. 6).
What is needed is strong a clear public governance (ibid.).

The overall conclusion by the Commission is that Galileo is delayed and
will not be fully deployed and operational until 2014 or later. A more
strategic matter is whether there is any point in pursuing the project consid-
ering the difficulties in reaching an agreement between the public and
private partners. The Commission’s answer is that Galileo should be
pursued. “Galileo has become a flagship project for both its strategic value
and its important contribution to the Lisbon strategy, and incarnating the
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Dilemmas between Efficiency and Democratic Accountability 613

political, economic, and technological dimensions of the European Union”
(EC 2007, p. 6). The conclusion is therefore, according to the Commission,
that the programme must continue but be organized differently than it was
according to the original plan. The Commission proposed two alternatives
that both entail, to varying degrees, a stronger public involvement before
there is a procurement process followed by a PPP. The new Authority
should also be evaluated, according to the Commission. “Moreover, the
Commission strongly believes that it can not take any effective political
responsibility for the programme without substantial evaluation of the
structure and role of the Galileo Supervisory Authority (GSA), including the
legal and practical means through which the European Commission can
exercise its programme management responsibility transparently under
accountability to Council and Parliament” (EC 2007, p. 12). This means
that the Commission, in order to take a strong and public leadership and to
be accountable to the politicians, must have more control over the
Supervisory Authority. Interestingly, the Communication proposes that
regular audits of the EU Court of Auditors should be done in order to
ensure that the financial interests of the EU are respected. This is the first
time that the Court of Auditors is mentioned in any of the communications
or Council resolutions concerning the Galileo programme.

Conclusions

The organization of Galileo shows that questions of political control have
been delegated to officials and technical experts within a complex organiza-
tional structure in which the politicians lay out the general goals of Galileo.
These general goals are multifaceted and not easy to combine. They also
seem to change over time. This observation goes against the conventional
wisdom of PPPs that, in these cases, there are clear goals and objectives. In
addition, the programme is highly political and there are strong links
between the market actors and the EU member governments. The officials
are therefore forced to navigate carefully both with regard to the volatile
political arena on the one hand and with the nationalized market arena on
the other.

Another way of characterizing the complexity of Galileo is to argue that
the organizational set up does not match the contractual set up. The organi-
zation reflects the requirement by the public actors to establish a system of
political control, according to the classic model of command and control, in
order to make Galileo democratically legitimate. Indeed, the EU member
governments’ handle the autonomy dilemma by making a clear formal
separation between the tasks/organization of the public actors and the tasks/
organization of the private actors. This is, however, problematic for the offi-
cials because the linkages between the public level and the daily life of Galileo
seem to be weak. The daily activities of Galileo are hardly ever mentioned in
the texts by the Commission and the Council. Yet, it is quite obvious that
Galileo is about the services offered by the navigation systems to public and
private customers.
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614 Ulrika Mörth

Furthermore, an interesting question is how the daily activities are
monitored by the new Authority and what kind of contacts the Authority
will have with the Council and other political fora. The paradoxical situa-
tion with Galileo seems to be that the programme is highly nationally
politicized by the Council at the same time as the decision making is dele-
gated to officials and technical experts. This is perhaps less of a paradox if
one regards Galileo as part of the NPM trend, with its emphasis on mana-
gerial autonomy and efficiency. The political control is handled through
the new Authority which is created especially for monitoring Galileo and
the private consortium. It is also the contracting part which gives the
agency dual roles that could undermine the legitimacy of the control of
the market.

Hence, the case of Galileo shows that a fairly simple task — the offering
of satellite navigation signals — is highly complex. The conclusions from this
study therefore suggest that PPPs in even more complex policy areas need to
be analysed carefully before any decisions on a partnership are reached. In
contrast to the official presentation of Galileo, it is a highly political project
in ‘disguise’ in the sense that it is a huge project that concerns central public
infrastructure and vital national interests. This is, however, seldom debated
openly among the public.

Another lesson to be learned from the case of Galileo is that in making it
into a partnership, important political and economic aspects were left out.
The market, the private actors, were expected to take care of the economy
of the programme by investing risk capital in the programme. The industry
has, however, been reluctant to make the necessary investments. One reason
for this reluctance is the traditional relationship between the private compa-
nies within the space sector and the governments. In the current design of
the eight-member strong company consortium there is very little sign of a
competitive market, which is considered important in a procurement
process prior to the establishment of a PPP. Furthermore, why should
private actors put in a lot of risk capital into a highly political venture? The
goals with Galileo are multiple and therefore problematic for a contracting
relationship.

The market’s reluctance to take part in the programme suggests that PPPs
may not always be so efficient in delivering public goods and services. If that
is the case one may question the main justification of establishing PPPs in the
first place. However, the political and economic attractiveness of PPPs seems
to be hard to resist for the decision makers. Philippe Maystadt (2005, p. 5),
the president of the EIB, has expressed this attractiveness in the following
way: 

… the emergence and expansion of public–private partnerships has
occurred against the background of long-term fiscal problems in most
European countries, a downtrend in public investment, and concerns
about the possible negative effects of reduced investment in infrastruc-
ture. Under such circumstances public–private partnerships have had
obvious appeal to financially constrained policymakers: they offer a
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Dilemmas between Efficiency and Democratic Accountability 615

possibility to get infrastructure delivered while, at the same time,
relieving the pressure on strained public finances.

The attractiveness is thus that PPPs are perceived as arrangements into which
public and private interests and values can be combined. Under the best
conditions, PPPs can combine efficiency (output legitimacy) with democratic
accountability (input legitimacy). This article has, however, shown that shar-
ing public authority with private actors is not combined easily with a liberal
understanding of democratic accountability. There is clearly more to PPPs
than financial arrangements.
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Notes
1. The other areas were airports; traditional and high speed trains; drinking and water and water treat-

ment, and power generation, transmission and distribution.
2. Author’s own calculations based on the EIB’s information: PPP –Signatures (20 December 2006).

The amount of loans to PPP projects within health and hospital activities were 1,951.99 million.
whereas the same figure for education was 885.95 million.

3. The accountability dilemma is “found in the way efforts to achieve accountability seem inexorable
to reduce the capabilities of political systems to maintain a long-run perspective. As a result, account-
ability enforced by monitoring and political competition is vital to democracy and simultaneously a
potential threat to it” (March and Olsen 1995, p. 151). The dilemma between popular short-run
decisions and less popular long-term decisions can be translated into a dilemma between efficiency
and output legitimacy (short-run decisions) on the one hand and process and input legitimacy on the
other hand (long-term decisions).

4. PPPs can, of course, be regarded as legitimate because they are efficient. My analysis is, however,
not focused on the legitimation question in general but how well the process of making PPPs
democratically legitimate works.

5. BOO (Build, own, operate), BOOT (Build, own, operate, transfer), BOT (Build, operate transfer),
Concession, Contracting out, Cooperative arrangements, DBF (Design, build, finance), DBFO
(Design, build, finance and operate), DBO (Design, build, operate), Joint Venture, Leasing,
Operations or management contracts, PFI (Private Finance Initiative).

6. More societal accountability mechanisms can be defined as various types of responsibilities, for
instance in the case of corporate social responsibility (CSR).

7. Galileo Joint Undertaking home page 2004 (http://www.galileoju.com).
8. Financial Times, 17 May 2007.
9. Interview with Mr Simon Barnes, European Investment Bank, 21 May 2007.

10. OJ L 138 of 21 May 2002.
11. OJ L 246 of 20 July 2004.
12. There are approx. twenty-three Community agencies (2006). There are also other types of agencies

in the EU, such as agencies under the other two pillars and executive agencies.
13. Financial Times, 13 December 2006.
14. Ibid.
15. See note 9.
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16. Interviews with Mr Paul Verhoef, Head of Unit, DG Transport, European Commission 15 March
2007 and Mr Simon Barnes, European Investment Bank, 21 May 2007.
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