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A foreword

EU has a lot of unique features that no any other group of countries in the world can boast to have.
According to the WTO there are 69 important preferential trade agreements among different groups of states and the total number of notified preferential agreements surpassed 200 in 2007
. In reality there are even more of them. Some of the states do not care to notify their agreements to the WTO. Among all of these groupings there is not a single one to be compared with the EU in terms of the scale of economic cooperation and the depth of integration among the country-members. 
The EU has a long story of more than 50 years of success. 
Some observers question the outcome itself of the European integration. I would not debate on this issue. For me it is a success without a question mark. 

Just a slight remark. The membership of the European Union has increased from initial six to the present 27 members. And many more candidates are waiting for their turn to be accepted in the Union. Would a not so much successful venture enjoy such a popularity!?
The mere fact that all the more countries want to join, want to be part of the European integration, is a testimony of the value of this unique experience. 

And this experience can be of use to many other regional and international organizations of different type and nature in many various ways. 
The aim of this modest summary of a series of studies is to outline some of the lessons that can be drawn from the EU experience
.

Lesson 1 – a lesson on institutional system.
A lot of interesting and - the way they formulate it today - innovative features can be found in the EU institutional system.


A first interesting case – is the phenomenon of setting up the European Council. 


At a time when the EC institutions experienced a lot of difficulties to pass through the troubled seas of difficult integration areas to fix the terms and conditions of cooperation, regular informal meetings of Heads of states and governments of the EC countries helped to address the most confronting issues and to dress up a strategy of development. Although this structure was not part of the EC institutional system, it fulfilled an important role of guidance for the evolution of the legal order within the Communities.
It was only since the Single European Act and the Maastricht Treaty that the European Council has been officially established at the top of the EU institutional ladder. Up to this moment in the EU history, these were “simply” informal regular meetings of the Heads of state and governments of the EU countries. But irrespective of the fact that the European Council was not part of the system from the beginning of the European Communities, although it was functioning in parallel to the EC official institutions, it really made an input to solve the most acute problems and to set up the guidelines of the EC strategy. 

The system of the global economic governance in a way follows the same pattern. G-8 has been created in parallel to the UN system as an informal institution to find out solutions to the most acute international problems and to set up the strategies of the leading countries of the world in line with the global economic and political trends. At a certain period of time the than existing UN institutions were not efficient enough (the way the EC institutions were far from being efficient) and an informal body in the G-8 format of Heads of state and governments was fulfilling the aim of catching up for this efficiency. 

 In a similar way the G-20 meetings of the Ministers of finance and the Heads of Central banks of the 20 most influential economies in all of the continents of the world have an unspoken goal of filling up the gap in inefficiency of functioning of the acknowledged global financial institutions. It is clear that the reform of the IMF quotas is only a beginning in the long process of making this global institution more credible, with countries more fairly represented, with a final goal of becoming more efficient in dealing with the acute financial problems of the modern world economy
.
The emergence of the European Council in the EU structure is only one of the examples of how the EU institutional system can be highly adaptive to the real needs of the integration within the Union.
Another useful lesson yet to be followed by the system of global economic governance lies in the unique combination in the EU of the institutions of common interest of a supranational character and others, typically intra-governmental structures.
There is an extremely fine and a delicate balance within the EU between intra-governmental structures, which represent national interests of the member-states (European Council, Council of Ministers) and supranational institutions, which are working mainly for a common interest of the Union (European Parliament, European Commission, European Court of Justice). 
This balance is not a constant one. But the amazing thing is that within a non-linear trend there is a clear tendency in favor of the increase of powers and competences for the supranational institutions within the EU. The role of the European Parliament, European Commission, and the European Court of Justice is in a constant gradual rise. The meaning of this is that the potential for the integration is increasing as well. That the ability to find common solutions to all the more difficult problems of the all the more interdependent economies of the member-states of the Union is getting much higher.

And that is exactly what the system of global economic governance needs at the present time, but can not boast to have. May be a more attentive look at the EU experience could help in a way? 
Lesson 2 – a lesson on decision-making = a lesson on necessity of accommodating the interests of big and small participants to a venture.

Effective decision-making is at the heart of any structure. Without a system of arriving to necessary decisions one could hardly foresee any progress in the functioning of any organization. Many international structures, facing the challenges of the day, are in a desperate search of ways and means to make their work more efficient. The thing they really need in the first run is an effective decision-making.

Of course we should always keep in mind the other side of the successful equation – the one of the implementing decisions. But we talk on that subject a bit later.
The EU decision-making is unique in the world. No other international institution has a similar system. Personally, I consider that probably the greatest achievement of the whole European integration is its decision-making. The worked out procedures have at a time an extremely vast potential for a compromise, while safeguarding lots of insurance clauses for those, who are awkward to leap forward in integrating their economies and societies within a Union.

I think that a large part of the explanation of the reasons of the EU successes lies in the way decisions are made and implemented.
What appears to be also very important is that the mechanism works to accommodate the interests of big and small countries of very different national interests, traditions and culture; the mechanism serves big and small business, suits different social groups. Countries, which within a relatively short historical perspective were in a state of war, or which in an even shorter historical perspective were in a state of a cold war, find themselves together working out common decisions for a common structure of vital importance for them all. More than this the proportion of those, who is dissatisfied is less than those, who are in favor of the Union
. More and more countries want to join

Isn’t it a wonder, or isn’t it wonderful!?  

How the EU can achieve this?

To learn the secret is, as usual, very difficult and very simple at a time. 
If I need to introduce the system of decision-making in the EU in a simplistic way, I summarize it as a system of four times three (4x3), where:

1x3 = there are 3 major institutions for the decision-making – European Parliament, Council of Ministers and the European Commission;

2x3 = there are 3 major procedures to take the decision – consultation, consent and co-decision;

3x3 = there are 3 stages of the process – advancing a proposal draft, discussion-deliberations and acceptance of a decision;

4x4 = there are 3 major ways of voting for a decision – unanimity, simple or qualified majority vote.
One can already notice the simplicity and complexity of the procedure at the same time. Critics of the EU argue that the procedure is too complex. My guess is that it could not be more simple and logical having in mind the great tasks of the European integration and the complexity of the problems to be treated and difficult solutions to be found out.
The EU experience of decision-making can be of a value to the international community and even in simple day-to-day situations of problem-solving between ordinary people. 

The system in general is, as they say it in French, extremely “souple”. Decisions can be more binding or less binding according to circumstances. As we know there are 5 categories of decisions - from regulations and directives to simple recommendations – that assure the necessary margin of liberty for the member-states, while securing the required strict legal order within the EU. 
Effective decision- making process in many countries of the world, which form international organizations, is associated above all with the full implementation of the right to „veto“ a draft-proposal.  While in the EU it is rather a transition to more extensive use of „majority and qualified majority“ voting. Otherwise decisions are hard to make and long to agree upon.
I also think that redistribution of votes between the countries was made in a very proper way. From one hand, small countries have smaller share of votes. But not that much smaller as their size would suggest it should be. So they are satisfied to be “overrepresented” in the formulation of common policies. And their influence is much bigger, should they have stayed aside from the Union. From the other hand, larger countries have bigger proportion of votes. And they are entitled to have a bigger say in the formulation of common policies. That is also very important to understand. The common practice of the majority of international organizations is to think about how to accommodate small countries, how to avoid the dominance of the big ones. But a true success of an institution is possible if and when the interests of the bigger participants are also fairly represented.  Will it be just if a small state will decide on common industrial policies on equal terms with a big industrial economy? Most probably influential countries will not be satisfied with this equation. And smaller European states were wise enough to accept the realities. 

So, I think that the balance between the interests of smaller states and the bigger states was found in the EU in the correct way. And that is one important explanation of the EU success story. 
To let all the participants to a Union feel more secure, according to the EU legislation, a state can opt out of a common policy, if some major national interests are at risk or heavily endangered. This may encourage a state, hesitating about the future consequences of cooperation in a field, to go ahead in a more decisive manner.

And then, there is a principle of subsidiarity, integrated in the EU legal order, which means that decisions should be taken at an appropriate level. And this means that common institutions should deal with a problem only if national or regional level structures are incapable or less efficient in dealing with the same issue. 
Is it not a lesson for many national or international structures, which tend to grab as many powers as they can, not thinking about the most efficient way of dealing with a problem?
With all of this multiple-cautious-approach to the decision-making and legislative implementation in the EU, to some of the states it is still not enough a guarantee of a protection of their basic national interests in the process of the European integration. The European states sometimes remain nevertheless reluctant to subscribe into a certain new field of mutual cooperation within the EU for fears of unpredictable consequences for their respective economies and societies. And it is quite understandable. So unprecedented are the new common policies of the EU in the history of regional integration that it is difficult to foresee or to forecast the possible outcomes.
To further accommodate the drive of the European integration, one more, so to say, insurance mechanism has been set up to respond to realities and to alleviate fears of states in integration. We can call it a variable geometry of cooperation. 
A variable geometry of supporters of a policy can be admitted as a certain test in a field of mutual interest, if some of the member-states want to go ahead, but not all of them. Evident example of this kind was the European monetary system, joined by Britain after years of calculating the risks and benefits. Same example is the present Monetary union, with the single currency euro in its heart. Britain and some other former and new EU members have yet to make the decision and to be accepted in the Union. The Schengen agreement on visa free traveling within the EU borders was also initialized only by few member-states. But with the time running, cooperation between the states in agreement gathered momentum and lured new members, who realized the advantages of this kind of cooperation, while assuming the responsibilities of it, at the same time. 
Taking a note of this trend, some analysts speak about the core and periphery of the European integration, sometimes in a negative sense, meaning the basic fundamentals of the process itself is somehow diluted and that a kind of disorder is brought in a formalized and well structured legal order within the EU. I’d rather prefer to speak about the variable geometry of cooperation, because some of the countries may form the core in some of the policies and the very same countries may be part of periphery in other policies at some other time. And I’d rather speak about this phenomenon in a positive sense. Because many fields of integration are so sensitive from a point of view of a traditional notion of sovereignty of a state, that an additional degree of liberty of choice in joining a certain binding common policy may be a one more valuable experience of the EU for the modern system of global economic governance.
Lesson 3 – a lesson of a culture of compromise.
Being a Russian I was always surprised how so many numerous politicians of such a variety of different European countries composed of so many different nations of such a different nature and traditions could finally reach so many compromises to assure the European integration evolution!? 
For a super-power thinking countries compromise solutions is a completely different planet. Super-powers tend to enforce their vision of the world to the others. They think as they are great – others have to follow their example to reach the same level of greatness. Or even more – they think they are entitled to have a more important say in the world politics. It is not only the logic of Russia. Some similar behavior can be found in the USA or China international policies. Even in the European policies of Great Britain a lot of remnants of the colonial empire thinking can easily be traced. Part of the explanation of the British “always late to be part of the European club policies” lies in the specific imperial thinking of the ruling elites of the country.
The unique ability of the countries within the EU to find suitable solutions in many extra sensitive issues for national security and sovereignty, I would designate – the art of compromise.
This art has roots deep in the European history. This is a history of many nations living together in the relatively small space and being interdependent to a much larger extent then many other developed countries in the world. 

In Africa the countries are also numerous. But the level of development is much lower and subsequently the degree of interdependence is scarce. Thus the need to cooperate and to find compromise-solutions is not that much acute, as in Europe. 

Europe as a region shows in advance where the world might arrive in some time frame. 

The brusque outburst of regional integration activities in Asia is exactly because the level of development of its countries is in the very fast evolution. And the level of interpenetration of their economies is in increase. Thus the degree of interdependence is accordingly rising. And the need to follow the path of European nations becomes more evident.
But national officials and bureaucracies have an ages-long tradition of thinking-national, acting to secure and protect national interests in the first instance.

There was a wise institutional innovation, introduced in the EU, to change the traditional behavior patterns. 
Members of certain common EU structures, being representatives of their respective member-countries, after their nomination, should behave only in the interest of a Union as a whole, and should not be guided by their national interests.
The evident case concerns, for example, members of the European Commission. There is not only a moral obligation for members of the Commission to think and act in the interest of the Union. According to the EU law, should any member of the European commission be traced as safeguarding national interests of a member-state at the detriment to the EU common interests, he or she should be ousted from his position.

The notion of a common interest may contradict in the short perspective some of the national interests of states. But one has to have the broad vision of the future, beneficial for all, to get the courage to abstain from the nationally limited interest of the moment.
Working for a common interest has an additional learning effect. Once you can achieve a height of thinking about common interest, you can also learn to understand and respect the interests of other members to a venture. And since the culture of understanding the others and respecting their rights and interests penetrates minds of many European politicians, the room for compromise-solutions expands to a great extent.
I guess this is a very useful lesson for many international organizations. Many international problems do not find their solution just because there is a lack of international culture of compromise, just because many politicians around the word do not have the wisdom of thinking about the interests of their partners in negotiations. In many great nations achieving a compromise is sometimes considered as a manifestation of the weakness of a country or of a policy. My vision of a compromise is quite different, and may correspond better to a European kind of philosophy in that respect. I’d rather think that letting a compromise to happen, making some concessions for the sake of a big deal, may be regarded as a sign of strength and significance of a country or of a politician.
Should this vision become predominant, a new leap through in international economic governance and cooperation is to be expected.

Lesson 4 – a lesson of supranational mechanism.
The notion of sovereignty changes its meaning and its value in the all the more globalized economy and all the more interdependent world.
The vast majority of the states treasure their sovereignty as a sacred cow. Regional integration in these countries (Russia included) is perceived as a process, which will not affect their sovereignty. 
Sovereignty has been always considered as a guarantee to avoid interference in and criticism of the domestic policies, which have been far from ideal in comparison to the international and, namely, European standards of democracy, human rights and market economy principles. Although there has been a clear approximation of the vision of these principles in many regions of the world, large differences in perceptions still remain. Russia and China are good recent examples of this kind.

To the contrast, in the EU the states have long been ready to submit part of their sovereign rights to supranational institutions and to share this sovereignty to achieve better results in managing common issues in all the more interdependent and global world. 

This is really a phenomenon of the European integration and a phenomenon in the human history. To really understand the magnitude of what is happening right now we should have a look back in our history. Never ever in the past a state had submitted even smaller part of its sovereign rights without having been defeated in a war or without having been severely endangered by military superiority of a dominant state. 

Right now, European states, in a completely peaceful way, without any external pressure from outside, and absolutely voluntary, are giving away part of their ever so much sacred sovereign rights to supranational authorities of the European Union. That is the first time in the human history that this kind of an important event in the existence of the modern state is happening at such a large scale within the frame of the European continent. We do not probably even realize the historical importance of what is happening.
Personally, I was so much impressed by the importance of the ongoing event that I wrote a book on the issue.
 And I could speak for hours or write for dozes of pages about it. But here I only want to outline the essentials.

One of the major EU lessons for the global governance is the lesson on supranationality. 
EU experience shows that the most efficient way to deal with the complex problems of interdependence is to submit part of the sovereignty to a common structure. The positive outcome of the common policies made by common structures with real competences out weights the negative impression of loosing national control over a number of important issues. 

At the contrary, in the absence of regulatory functions at regional or international level, national states are loosing control over part of the economy, which becomes all the more transnational and global. 

There is something else of importance to note. Traditional intergovernmental international organizations do not assure the required level of governing authority in order to deal in an efficient way with a transnational economy. Supranational institution has a higher efficiency in dealing with the transnational economic issues, compared to the efficiency of a national state’s regulation in regards to a national economy.

With the help of a supranational authority, national state restores in another way, control over the part of its national economy which went global, and which would have fallen out of the national control anyway without an appropriate institution to govern it.
Lesson 5 – a lesson of self-financing.
Most of the international institutions depend heavily on annual budget allocations from the member-states. 

The procedure of fixing a budget is not an easy task for them. They have to get the agreement of the member-states. And the process of getting consent may last for months or even years, before an accord is finally reached.

Alas, even from this moment on, the fate of the programs to be financed remains vague. Many member-states linger with their agreed allocations due to different reasons. Either there are some budgetary problems inside the countries, or sometimes it is a deliberate policy to put a pressure on other members speculating with the financial contribution into the common budget.
As a result, there is no financial sound background for the operations of the majority of the international organizations. And without a financial background a lot of initiatives remain a set of nice words, leading to no practical result.
So, financial stability of any organization appears as a necessary prerequisite for efficient international structure. 
The similar financial problems of many international institutions were imminent to the EC structures as well at initial stages of the European integration. A hard process of bargaining for the budget allocations took a substantial amount of time and efforts of the member-states, leaving sometimes aside the key topics of the substance of the integration process. 

A solution was finally found in the EC, which may be useful to some of the international structures, battling their way through the financial problems. The solution was found in a self-finance.
The first important step was the introduction of the receipts, called “own resources” for the communities since the Luxembourg agreements of 1970 and 1975.  
Until the year 1970 the activities of the European communities were financed exclusively in the form of the budget contributions of the member-states from their national budgets. The amount of the contribution was calculated as a proportion of a share of a country in a total EC GNP. The contributions were in a constant revision and serious debates and arguing were imminent to the whole process. 
The system of own resources comprised at different periods in the EU history different proportion of contributions from a common external trade policy, from a common agricultural policy and a part of the value added tax on goods sold within the EU. 
It is not so much important for this study the exact composition of the proceeds. The essential thing was that they were perceived automatically without a prior consent of the national states at the each required moment. 

This assured the financial inputs to the development of the common policies at a time, when they were mostly needed. The system stimulated the European integration in a kind of autonomous way, which has a special meaning, close to envy, for many international institutions.  
Lesson 6 – a lesson on fair competition.
Free and fair competition without barriers is the driving force of the free market economy. As long as there is a free and just access to capital, resources, production and markets for enterprises they could satisfy the demand by an adequate supply of a product or a service.
The basic principle of the market economy in the world economy of today – the one of a fair competition - is under a severe pressure and has to pass a test. 

It is endangered in many ways.

First, - there is a strong trend worldwide of concentration of capital and monopolization of certain activities. In order to sustain foreign competition companies tend to use an aggressive M&A strategy to become bigger and stronger. But at the same time this tendency is in contradiction to the main principle of a market economy – the one that provides for the necessity to support small and medium sized enterprises to stimulate competition, which is in the heart of the system to achieve a balance between supply and demand at a just level of prices without loosing efficiency of producing goods and services for the economy.
Second, - the emergence of the new economic powers, like China, Russia, Saudi Arabia, with the strong role of the state in their economies, undermines the principle of a fair competition. In a “normal” traditional capitalist economy there are certain limitations on the selective support of private enterprises by the state, as well as there are strict boundaries to the state intervention in the economy.

Those principles are largely ignored by the newcomers. As long as they get the economic strength and power and since they come to increasingly operate on the territory of the traditional western economies, basic principles of a fair competition are under a pressure and have to pass still another test of survival. The example of the activities of the sovereign investment funds shows the magnitude of the problem.
Third, - there is a rise in traditional protectionist policies of many states. The lack of progress in the WTO Doha round negotiations is a clear manifestation of this trend.

Forth, natural resources monopolies are becoming all the more important for the world economy for a number of reasons. Their growing significance in the energy market, for example, is doing no good for the international fair competition in no way.
All of these trends mean that conditions of competition in a globalized world economy are heavily distorted. Probably this is the major reason for the imbalances of supply and demand within the production equation, resulting in the sharp price rises in different economic sectors. And thus, one of the major efforts of the global institutions should be directed to restore the balance.

The EU, while formulating its policies, had a similar problem to solve. Individual companies of the smaller EU states (in comparison to the USA or Japan) could hardly sustain competition of bigger rivals. Thus the EU had to encourage mergers and acquisitions between the EC companies to create a potential for a competition of equally big and strong enterprises. At the same time, the formation of giant companies in Europe, have a high risk of monopolization of certain economic sectors, thus decreasing the positive stimulus of competition to the European economy.
How to deal with that contradictory task of the modern policies – is a matter of strategic concern for many international institutions. 

EU competition policy can be a valuable international experience of accommodation of interests of big and small companies at the same time. 

We can not analyze in detail within the short space of this study the particularities of the EU competition policy. It has a lot of inner contradictions as well. 

But the major outcome of the policy is that the EU has managed to remain a territory of strong competition between economic operators, safeguarding the large role of the SME in the economy, while at the same time sustaining the high pressure of the foreign giant companies intrusion more or less successfully in general terms. 
What is more important is that this experience covers not the territory of one single country, but is relevant to markets of a large group of different countries. Just the same way as it is needed in world economy as a whole, or in different regional fragments of it. 

Lesson 7 – a lesson on democratic control.
Democracy is at the heart of the whole system. You can achieve good economic results within a non-democratic regime as well, but the benefits of these achievements will be unfairly distributed in favor of the ruling elites. While the ultimate goal of a democratic market-economy state - is to assure the well-being of the majority of the citizens.

There was an interesting article, written by Andrei Illarionov, the former economic advisor to the Russian President, and recently published by the Cato institute about the role of democracy in the present capitalist system of values. The main idea of his essay is that market economy without democratic freedoms, without basic civil institutions has no similarity to traditional capitalism. And that in fact no other capitalism is possible
.
These remarks do have a special meaning as many countries in transition try to find out their specific way to a new system that will bring benefits to them without bearing the costs of democratic control within the society. It is an illusion.

Another well-known specialist on transition economies Gerard Roland from Massachusetts Institute of Technologies writes in his study on the issue about the importance of different institutions as a basis for success of a capitalist economy.

His idea consists in the fact that transition experience demonstrates that policies of liberalization, privatization and stabilization without a system of adequate institutions are deemed to failure
. Instead of wellbeing it can bring corruption, theft, racket, and finally a degradation of economy. He further claims that the focus of transition is not in theories of markets and prices, but in institutional, social, legal, political environment.

As many of transition economies from Europe, Asia and Africa arrive to and form different international institutions the issue of defining the role of democracy within these states and within the international organizations becomes of an extreme importance.
Again we find something to learn from the EU experience in this respect. 
First, there is a clear prerequisite of the EU membership, which stipulates among other things, that a new member should be a democratic market economy state. By sticking to this principle EU has done a lot to stimulate Central and Eastern European countries in their transformation in the desirable direction. Not to speak about the non-member countries, which want to join, and experience the same positive influence on their transformation. One of the evident examples – is the case of Turkey.
G7 experience to expand into the forum of G8 went more or less in the same direction of trying to lure Russia in the camp of the most influential democratic states. Although, from the point of view of many observers, the task was fulfilled only partially.
Second, the EU itself has done a lot to change its institutional system in order to upgrade democratic control of the European integration process. 

The role of the European Parliament in the EU decision-making process is in constant rise. One has only to compare the practically non-significant EP competences at the set up stage of the European communities
, with those it can enjoy nowadays and will enjoy after the Lisbon reform Treaty is ratified. There was a long road of gradual reforms from consultations with the EP to co-decision, and to the introduction of a system of two readings of a proposed legislation in the Parliament and the right of veto in certain areas
. As the European Parliament is elected directly by the population of all member-states, there is a clear tendency to increase the level of the democratic control within the EU structures.
European Court of Justice, enjoying an independent status and having the supremacy of rulings over the national and the EU institutions in the spheres of its competences, defends the rights of citizens and companies since the early days of the integration process. A citizen can suit a national government of a member state or a European institution in defending his rights, applying to the EU Court of Justice. The EU system can be regarded as an additional instrument of democratic control on top of the national democratic procedures. 
Then, to add up to the purely EU system, the European Court of Human rights has been established in Strasbourg. European court of Human Rights is another instrument of direct control from the common European structures over civil rights in the European states, cause an individual posses a real possibility to apply against the state and there are already many cases, which become all the more numerous, where citizens found the protection of their basic human rights.
Taking all of this into account, you’ll have a more concise vision of the overall picture that in Europe a lot has been done for the protection of civil rights and freedoms of the ordinary citizens. 
We shall not forget about the introduction of the post of the European Ombudsmen, who has a special important mission to monitor the situation as far as human rights are concerned. 
I’d prefer not to go further into more detailed description on the democracy within the EU. There are a lot of interesting publications on the topic.
 Most essential for me is that EU as an institution, as an intergovernmental entity is doing a lot to depart from the democratic deficit of its legal order. And the way it has been done is in a clear contrast to the situation in the majority of the international organizations of global or regional coverage. That’s the reason why this experience seems to be of a special value.
Finally, democratically- oriented and market- reform supporting population in the newly developing economies should be most interested not to cut the relationship with the international organizations, but to the contrary, to intensify links between their countries and international institutions, developing the most close (sometime maybe even supranational) and most binding possible terms for cooperation in order to encourage transformation in their respective in the right way.
Lesson 8 – a lesson on ecology = a lesson for our future.
I think that not a lot of people will deny the fact that the EU is one of the leaders of many ecological initiatives in the world.

Kyoto protocol to a framework UN convention on climate change, which provides for the limitations of the global green house gas emissions, is one of the clear and evident examples.
 While a lot of states were hesitant (the case of Russia) and many are still awkward to join the initiative (like the USA), EU was pushing hard for this international agreement to be signed and ratified. Ant it was ratified and enacted since 2008. At present the EU is among the leaders to propose further cuts in emissions in the second (post Kyoto) stage after the year 2013.
The establishment of a new clean economy with an efficient use of energy is an integral part of the EU Lisbon Strategy and the EU energy strategy.
 
The EU environmental policy is one of the rare examples of the common policies among the countries of the regional organizations of the world.

The respect of the strict ecological standards can be found in many other common EU policies, for example in the energy policy, or in the industrial policy.

EU fisheries policy, embracing the introduction of the fish quotas, is something that we need to establish internationally for all of the fishing fleet countries involved. Otherwise those of them, who do not care about the future of the fish population, enjoy an unfair competitive advantage in their food production industries, while exercising an unsustainable harm for the future of the industry as a whole, including for their own ones. 

Same thing happens with the green gas emissions. Some countries are reluctant to introduce quotas on emissions and thus to make certain limitations on the fast development of their industries. Although it is not always the case, as the experience shows. For example, Japan has managed to double its GNP in real terms within the last 30 years, without an increase in energy consumption in the industrial sector.
 So, in the long run there might be some clear advantages of the sane policies. But nevertheless for many countries the argument of ecology is not a priority.
Lesson 9 – a lesson of gradual approach to cooperation on a large scale of issues.
In the developed Western economies the needs of the economy form a sound basis for an adequate system of regulation. Active interpenetration of capital requires the governments to interfere and to be active in the international governance and integration just exactly where the effort is mostly needed. 

Interdependence at the companies’ level creates an impetus for the governments to create common structures to regulate interdependent economies.
Many states, establishing regional or international organizations around the world, commit a mistake by expecting immediate results from a focal subject of their cooperation, chosen without taking into account the objective necessity of cooperation. 
For example, Russia and Belarus wanted to introduce a monetary union, having even hardly achieved a free trade area or a customs union. No wonder, this venture turned out to be a complete failure.
In Europe countries of the initially formed European communities began their cooperation in some of the key sectors for them at the time: like coal, metallurgy, atomic energy, agriculture and trade. Having done so, they gradually passed from one stage of integration process to another – from a free trade zone, to a customs union, then to a common and single market, and to economic and monetary union, thinking about a more unified political union at a present time. 

Jumping ahead of the objective prerequisites to a form of cooperation was hardly possible. The wish to set up a Defense community from the start of the integration demonstrated the premature nature of this radical step.  

Cooperation in some of the sectors was equally beneficial for the major partners (like coal for Germany and France). In some other sectors certain countries benefited more (France in agriculture, having the larger share of it; Germany from a free trade, having a more strong industry at that time). But in general there was a balance of interests and benefits. 
If and when the balance was not possible, new instruments had been set up to restore it. The case of the introduction of the Regional development Fund in favor of the least developed countries and regions suited those member-states, who could not benefit equally from a common agricultural policy or from a customs union within the communities. 
Thus there was a room for a compromise for every member and a choice of fields of integration to find a common interest and a fair compensation for mostly every country, involved in the big project of the European integration. 
This lesson can be applied to regional integrations in the first instance. But global governance institutions can also have something to learn from this gradual approach to a vast number of issues of the eventual cooperation between the states in an organization of any kind.
Lesson 10 – a special lesson on single currency - euro.

The single currency of the European Union – euro – turns ten in January of 2009. Probably that is one of the reasons I put it as a lesson number ten (joke). 

Without joking, this is a milestone in the European integration and this is a milestone for the international financial system. 

Euro as single currency of the Union emerged as a common project without a precedent in the history of relations of the modern states.

Unquestionably it is a success by most measures for the Union. More than this, international financial system received a new pole of financial stability and a new currency as a safe instrument just at the right time, just at a moment of hard times for the fading USA dollar. Euro emerged as a real alternative to dollar for many governments in their hard-currency reserves policies, for many central bankers, for bond dealers, for commercial companies around the world, and even for many simple citizens in their personal savings strategies.
Can’t imagine where the international financial system would have been now if the European monetary union had not been put in place. 

Euro emerged within the short time frame of ten years as a second most important currency of the world. It has changed the construction of the international financial system from a quasi monopolistic dominance of dollar to a more solid and safe geometry of a dual currencies international system. Standing on two legs is a more safe position for the modern system of international settlements, for sure.
But the introduction of euro is not only a matter of great interest from the point of view of the way it has been done, it is a valuable experience for the global governance as an example of mutual responsibility and binding decisions. It is a case of how national budgetary policies may take into account not only national priorities of extensive allocation of funds for social policies and the like, but it is at the same time a case of a rare responsibility of states for their common policies, which result eventually in the level of the exchange rate of the single currency.
Of course there are some punishment measures for the states not fulfilling their budgetary criteria. But Stability Pact measures to enforce the decisions may be only partially implemented, or even not implemented at all. The mere fact of its existence has a vast disciplinary effect on the states’ budgetary policies. And in addition it brings a special element of assurance of the international community in the solidity of EMS and its currency. Otherwise it would have been difficult to explain how within a relatively short time of ten years of the euro existence it has become the second most popular currency in the world.

There is a long-lasting debate going on the positive and negative consequences of the single currency introduction for the EU states’ economies. And of course the media tend to put a stress on negative sides of the introduction of euro. The most frequently mentioned are the price-rises, and a burden for the EU exporters of the high euro exchange rate.
But to have a more objective vision, one has to look at it from another angle as well. Yes, it is true, exporters are suffering. But Germany still retains its status as the world’s export champion, ahead of China! 
At the same time importers gain is substantial. And due to importance of the energy imports for the whole of the European economy, euro exchange rate increase smoothens a bit the rapid energy price hike of the decade.
And one should not forget about the European investors, who turned out to be in a privileged position in most of the regions, due to their revenues in euro.

Finally, ordinary citizens and business community enjoy the free traveling and borders-free activities around the Union with no necessity to constantly be engaged in multi-exchange operations of their national currencies into the local ones. In addition they have the pleasure and a privilege to travel outside the EU for their vacations and business trips with much more ease and advantage then ever before.
Thus, the introduction of euro has been a success from the institutional point of view in the way it has been done. And it was a success for the majority of the population and business community within the EU. And it turned out to be a safe heaven for the international financial system. What to want more?
Should anybody wish to introduce the world currency one day there is already a recipe of euro at their disposal.
Lesson 11 – a lesson on the legal system.

Earlier I praised procedures and the manner in which decisions are made within the EU. But to arrive to a correct decision is only half of the success story. To have a true advance in the integration, an even more important thing - is a matter of bringing them to life, implementing decisions.
First, a state may involuntary or deliberately interpret a decision in the wrong way. And that is a usual practice of the appearance of many collisions within the system of international law.

Second, we are familiar how long it sometimes takes even at national level for a legislation to be implemented if it requires the adoption of a set of different regional or national acts of different nature, to make the whole thing work.
One can imagine the terrible mess within the EU legal order with all the differences in interpretation and the long procedures of implementation of the EU legislation on the territory of the numerous member-states. Not to speak about the reality that some of the countries would not be happy to implement certain decisions at all, as a portion of them might have been adopted against their will in accordance with the existing majority vote procedures.

Again I’d like to put a stress on the value of the EU experience, as all of these obstacles and dangers have been completely or partially eliminated by the well-thought-of EU legal system. 
First, the right of the interpretation of the EU law has been granted solely to the European Court of Justice. Its opinion, given in a prejudicial procedure to a legal entity in a member-country becomes legally valid and binding for every concerned entity in all member-states. This assures the necessary coherence and integrity of the whole system.
Second, apart from the principle of the supremacy of the EU law, the principle of direct application of the EU legislation on the territory of all member-countries of the Union has been introduced. The principle meant that there was no need for national institutions to introduce legislation at national level, for the EU law to become operational in the member-states. And that was quite an achievement of importance. The introduction of the principle of direct application of the EU law seems to me to be of extreme meaning to the successful evolution of the European integration. The fact, that there was no need to pass through various national procedures for the EU law to be applied, assured the fast and efficient development of the EU policies in all of the member-countries within the EU.

Finally, the system of enforcing the legislation also exist. 
Supremacy of the European law in comparison to the legislation of the member-states is not something unfamiliar to the system of international law. In the Constitutions of many countries around the world there are dispositions related to the supremacy of international agreements of those states in cases of conflicting situations with the national legislation. 

But the acceptance of the enforcement procedures is a rare case in regional or international organizations. The order provided for fines in certain cases. And there was a readiness of the member-states to accept the financial burden, in case of non-compliance with the common rules and regulations.

This is a very sensitive issue, because an international structure interferes directly in the sphere of national sovereignty to an extent, going as far as direct financial implications of non-compliance. 
But it seems that without this interference there will be no efficient mechanism of implementation of the common policies of the organization. 

The wisdom of the leaders of national states in Europe is in accepting the necessity of self limitation on a certain amount of competences in favor of the common entity for the sake of common interest within the Union. And this is not evident, that this wisdom, will become part of the culture of a modern leader in a modern state. To the contrary, most of the leaders are rather reluctant to pass away their competences in favor of any other institutions. 

Lesson 12 – lesson on federalism.
Federation in many states of the world is perceived as a strong vertical of power from the center to the regions, with the utmost possible concentration of this power in the center. The notion of subsidiarity is hardly understood by many top politicians wide world.
Unity and diversity is the new slogan of the new European culture of federalism
. Or I would rather prefer to put it in a slightly different way – diversity in unity. 

That formula will have a better representation of the reality of the European integration process, namely - securing diversity while providing for the integrity. This is a very interesting phenomenon of the European integration. 

First, you have to define what the integration itself means. 

Everybody in the world uses the term of integration in different ways, with different meanings, usually in a very broad sense of the world. They speak about integration of economies into the world economy. They entitle all regional organizations of all kind as being regional integration. 

But in fact they are not part of the integration in a strict meaning of the term, as there is no movement to integrate national institutions in a single institution of an organization, no task to integrate national policies in a single policy and so on. With one the exception - of the EU. 
But the EU itself is not aiming for a complete unity and integrity. In accordance with the principles of federalism, it tries to achieve only a certain degree of unity while safeguarding national states’ particularities and diversities.
So, the big theoretical question arises of where exactly integration begins. Which of an international institution we can call a regional or international integration? 

Most of the integration theories attribute the initial status of the integration to Free trade area and to the Customs Union. Other stages follow such as a Common market and Single market, Economic and Monetary union and, finally, - a Political union and a Federation. Does that mean that integration can not start with a common agricultural policy of countries? 
Most likely, the answer is that it can theoretically start with whatever common policy or structure. Than, - where is the beginning?

I think that we should add to the understanding of the integration process the notion of supranationality. As long as a supranational institution is established, or a supranational procedure of voting emerges, or a supranational policy appears, we can clearly register the start of an interstate integration process. 

But the big lesson of the European integration is that there should be no fear of the complete dissolution of a national state or any other national particularity in a Union, as a result of the integration. At the contrary, the principle of the European Federalism is to treasure and to safeguard the diversity of national traditions, cultures and particularities.
In a way this is a necessity for European countries to stick together in order to sustain the pressures from the other big word nations’ competition. But to melt down their specificity would have been a no ones acceptable sin.
Lesson 13 – lesson of enlargement. 

A lot of international institutions are thinking about enlargement of their structures. 
Among them, you can find the most frequently mentioned, - the G-8, for example, or a UN Security Council. But the most evident handicap to these plans to be fulfilled is a fear of loosing efficiency, which even at the present composition of members leaves to be desired.

The EU has a lot of experience in enlargement. From the original six members it has expanded to 27, embracing big and small countries of different nature. There were vast and modest scale enlargements, ranging from a single country entry to as numerous group of newcomers as 10 at a time in the year 2004. 

The level of development of the economies of the new entrants was different, their national interests had a lot of specificity, their international policies varied to a great extent. But the essential result of all of these consecutive enlargements is that the Union did not finally loose its integrity and its efficiency. 
The goals of the enlargements have been fulfilled, but what is no less important, the dynamics of the Integration process has not been lost.

And this is a very interesting thing, how the EU managed to combine the goals of the enlargement, to accommodate interests of new countries, safeguarding the essential – integration potential to further continue the deepening of the integration. 

Many explanations can be offered, but again there are a couple of simple things, being very important at the same time, to understand the EU experience. 
First, there was the dominant vision in the EU, that enlargement should not be made at the expense of the already achieved progress. This principle was called “acquis communautaire” – which meant that the new members should admit the already achieved progress in policies within the EU. 

Second, there was a preoccupation that enlargement should not be made at the expense of the efficiency of the decision-making. Thus in the EU the enlargement process went usually together with the institutional reform. For example, one of the reform’s variants of evolution meant the transition to a new system of making decisions in the direction of extensive use of a qualified majority-voting. 

Third, the EU never was in a hurry to accept any new application of a country-candidate for the entry. Negotiations on access lasted sometimes for decades (like it is being done now with Turkey). But the positive outcome of that policy of a thorough preparation was that the problems after the entry were minimized.
I don’t know how much of this experience can be of a use to the system of the global economic governance, but the regional organizations definitely can stick to it.

Lesson 14 – a lesson on keeping up to the chosen principles.

Finally, there is an important point on a matter of principle.
Respecting the promises or sticking to the chosen principles may sometimes be a hard burden for an institution or for a person. But it has an impact on perception of the institution in the peoples’ minds.
Let us take the inflation criteria. The EU could have easily increased its competitiveness at the expense of inflation. The EU could have satisfied a lot of demand for many social programs at the expense of higher inflation rate. But if the EU, using its monetary arm - the ECB, chooses the priority of the low inflation rate, than it keeps to its principle. 

One could have imagined a lot of pretexts to depart from that principle and to fulfill a lot of other important goals. For example, the Lisbon agenda to make the EU the most competitive economy in the world could have been more easily achieved should the ECB increased heavily the monetary mass in circulation. More euros for the economy - would mean lower exchange rate and more competitiveness.

But this policy would contradict the declared priority of low inflation rate. 

Another example of this kind could be priorities to protect ecology.

Protecting ecology, or restructuring economy to restrict green gas emissions may occur quite costly and may be an additional burden for competitiveness. But there is a principle that matters and there is an assurance that the EU will stick to it. 

Making an important effort to preserve ecology, to support fair competition, to encourage social policies, to minimize inflation, to enhance democracy may all occur quite costly to the EU. 
But nevertheless, it does not prevent the EU to be a successful venture. Or maybe, we can put it the other way round: just because of following the chosen principles of market economy and democracy the EU has become a story of success, which many international institutions would be tempted to follow.  
Final conclusion
The EU is a unique experience. 
But in many ways it shows the future for some of the international structures. 
Within the EU territory the historical prerequisites for integration grew decades in advance in comparison to the other regions in the world. The degree of the development of the European economies during the last century was much higher than in many countries of the world and their interdependence was much stronger. Thus the objective necessity for advanced forms of cooperation surpassed the one elsewhere. 
Thus the EU may show a way now, others will choose to follow in some time. 

Taking into account the success of the EU integration, the temptation to use at least some of its experience is standing high on the agenda of the reform of the modern system of the global economic governance. 
                  *****************************
� V.Zuev is a Professor and a Chair of International economic governance and European integration at HSE. 


� The World Bank Trade Note. “Regional Trade Agreements and Development: Upside Potential Risks and Downside Risks”, 2004. 


� The author has studied the process of the European integration since 1977 and has been involved in many different projects, including regular advice of the Russian authorities on European policy issues. He was one of the first Russians to pass an internship at the European Commission in Brussels. His EU studies included visits to Sorbonne University, Maastricht, Erasmus University, Rennes University, Free Brussels University. He is a regular lecturer for 20 years for Centre Internationale de Formation Europeenne (Nice) and many other international venues. This project is supported by Scientific Fund and Special Rector’s Fund of the State University –Higher School of Economics (Moscow).


� Dominique Strauss-Kahn, the General Director of the IMF. Interview to the ‘Figaro’ daily. Le Figaro 3 Avril, 2008, p. 21.


� ec.europa.eu/public_opinion/archives


� V. Zuev A phenomenon of the EU supranational integration mechanism. M.: HSE, 2007, 240pp. 


� CATO 30.1.08


� Gerard Roland. Transition and Economics. Massachusetts Institute of Technologies, 2000, p.501.


�� HYPERLINK "http://en.wikisource.org/wiki/The_Treaty_establishing_the_European_Economic_Community_(EEC)#Chapter_1_.E2.80.94_Institutions" ��http://en.wikisource.org/wiki/The_Treaty_establishing_the_European_Economic_Community_(EEC)#Chapter_1_.E2.80.94_Institutions�


� � HYPERLINK "http://www.eu2007.pt/UE/vEN/Conheca_a_UE/Processo_decisao_UE/cooperation_procedure.htm" ��http://www.eu2007.pt/UE/vEN/Conheca_a_UE/Processo_decisao_UE/cooperation_procedure.htm�


� Jolly M. The EU and the people. Oxford University press, 2007


� www.kyoto-protocol-news.newslib.com





� � HYPERLINK "http://ec.europa.eu/energy/electricity/package_2007/index_en.htm" \o "http://ec.europa.eu/energy/electricity/package_2007/index_en.htm" �http://ec.europa.eu/energy/electricity/package_2007/index_en.htm�





� Japan Foreign affairs Minister M.Komura interview on the eve of the G-8 Summit to Russian daily “Vedomosti”, 14.04.2008


� Ferdinand Kinsky. Federalism





