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Ladies and Gentlemen,

Thank you for the kind invitation to give the keynote address at this workshop on regional integration. 

I would like to share with you the EU’s experience of integration, which on the whole must be considered a success story. The current difficulties that the EU is encountering, such as ratifying the Lisbon Treaty, should not overshadow its great achievements over the last fifty years. The creation of a common market without internal barriers, the establishment of a single currency, the Euro, the implementation of common policies in a wide range of fields – all of this speaks to the EU’s unparalleled capacity of forging integration between sovereign States.
The EU is without contest the most advanced regional structure of integration and increasingly a model to other regions in this respect. We are pleased that this is the case and eager to support the development of regional organisations in other parts of the world.
The extent of European integration can at least partially be captured in terms of an “economic integration ladder” with five steps, with each subsequent step representing a higher degree of integration: 1) free trade area (meaning no tariffs on internal trade), 2) customs union (a common tariff towards third countries), 3) single market (common product regulations and free movement of goods, capital, services and labour), 4) economic and monetary union (common currency and monetary policy), and 5) complete economic integration (which entails all of the above plus harmonised fiscal and economic policies).
On this ladder, the EU reached the fourth step, economic and monetary union, by creating the Euro in 1999, an initiative in which 15 of the EU’s 27 Member States now take part. Prior to that, it completed a free trade area and a customs union in 1968, and a single market by 1992. 
Do note that the achievement of economic and monetary union does not mean that the EU necessarily has set its eyes on reaching the fifth step, complete economic integration. Common fiscal policies and large-scale redistributive programmes are clearly not within the EU’s ambition for the foreseeable future. With a modest EU budget of around 1% of total GDP in the area, these activities can only remain the preserve of individual States. 

I should point out that the success of regional groupings cannot be assessed simply by counting the number of steps that they have moved up on the ladder. The degree of integration that a State is willing to accept is ultimately a political decision. For many different reasons, a State might well prefer to join a free trade area rather than a more binding arrangement. There are also aspects of integration beyond purely economic ones: environment, transport, education, and foreign policy are examples of other objectives that may be pursued, and that should be taken into account in an assessment. Indeed, the EU is engaged in many non-economic policy areas. 
Whether it is the West African Economic and Monetary Union, the African Union, the Association of South East Asian Nations, the South Asian Association for Regional Cooperation, or the European Union – every regional structure operates in a specific environment with its own political and economic dynamics and objectives. Each structure can thus only be judged on its own terms. 

Irrespective of differences, the many efforts at regional integration suggest a growing awareness of the benefits of such arrangements. For its part, the EU firmly believes that regional integration has the potential of bringing improved security, economic growth, and stronger ties between people. 
Significantly, the benefits of integration do not only accrue to the participating States – they are shared in a much wider circle. European integration spelled an end to conflict between France and Germany, which had given rise to two world wars. The contribution which enhanced integration can make to peace in other regions should not be underestimated.  

* 

Given the positive experience of integration in Europe over the last fifty years, I think it is worth considering the reasons that have allowed the EU to progress thus far.

I have mentioned the five steps of economic integration; I will now suggest four key factors that help understand how the EU could establish a successful model of regional integration: 1) the historical context when integration began 2) the existence of common values, 3) the institutional framework, and 4) the balancing of integration and national sovereignty.
Some of these factors can of course not be easily replicated, or might not be directly relevant, to other settings; however, when concluding, I hope to be able to draw a few lessons from the EU’s experience which might guide regional structures that aspire at furthering integration. 
*

Starting with the historical context, it is clear that the experience of Europe’s war-torn past played an essential role in setting off the process of integration. The destruction and loss of human life that resulted from the two world wars in the first half of the 20th century led to a realisation that something had to be done to stop such devastating conflicts from re-occurring. The creation of a European federation – a United States of Europe – was an idea that received a lot of attention at the time. Winston Churchill famously spoke in favour of this idea in 1946. 

In the end, however, the grand designs of the European federalists were not followed. European integration would begin in a much more modest way, in 1951, through the signing of a treaty that heralded the creation of a common market for two products – coal and steel – of the six founding members, including France and Germany. The choice of merging precisely the markets for coal and steel was directly linked to the ambition of turning Europe into a continent of peace. As the French foreign minister, Robert Schuman, stated, the coal and steel community would make war in Europe “not only unthinkable, but materially impossible”. 

The link between the wars of the past and the creation of the coal and steel community, which ultimately led to the EU, is thus undeniable. Admittedly, however, this factor does not entirely account for the sustained progress of integration that has taken place since the EU’s foundation. 

What glue, then, has kept together first six, now 27, Member States in this common endeavour? 

There is undoubtedly more than one answer to this question, but one key element certainly must be the common values that have underpinned the integration process in Europe. Do note that the six founding members were all democracies and market economies: they included neither the communist regimes of central and Eastern Europe, nor the fascist or military dictatorships in Spain, Portugal, and Greece. These countries, starting with Greece in 1981, could only join the EU once they had established democracy, market economy, respect for human rights, rule of law, and so on. 

One might ask, why this insistence on common values? Are not common interests – such as mutual prosperity through free trade – sufficient for regional cooperation to prosper? I would argue that values are essential for creating the necessary trust and good will that make integration sustainable in the long run. In Europe, there is a broad consensus on fundamental values without which our differences in terms of wealth, culture, language, history, and legal traditions would soon be taking us in different directions. 

A question often posed in this context is religion: doesn’t the EU’s cohesion ultimately flow from its character of being a “Christian club”, thus ruling out the possibility of a non-Christian country, like Turkey, from ever joining?  I would strongly dispute this characterisation. The common values that I have referred to are not exclusively Christian.  They can just as well be applied in a non-Christian society. Turkey, as you might know, is a candidate for membership and there is a real prospect, if the necessary reforms are implemented, of it joining the EU in the years to come. 
The third factor I would like to mention is the strong institutional and legal framework that the EU has established to propel integration forward. If I simplify, the main EU institutions can be divided into three categories: supranational (the European Commission and the Court of Justice), intergovernmental (the Council of Ministers), and elected (the European Parliament). The interplay of these institutions constitutes a permanent decision-making and rule-producing machinery that is perhaps not very fast, but churns out an impressive number of legally binding acts every year. 

It is important to recognise that the EU is a legal order. The Treaties and the secondary legislation form a body of norms that Member States must comply with. If they don’t, they are at risk of being brought before the Court of Justice and fined substantial amounts. The EU is thus a constraint on Member States’ autonomy. But it is a valuable constraint because it increases the confidence of each member that its partners will abide by their commitments; and it also limits the extent of “power politics” inside the EU, ensuring that large and small Member States are treated equally. 

The fourth factor behind the EU’s success is its ability to proceed with integration whilst respecting Member States’ sovereignty. Many so called Euro-sceptics fear that the EU will spell an end to the nation state by progressively centralising all powers at European level. This conception misrepresents the nature of the EU. It is true that the integration process has entailed a partial transfer of sovereignty from the Member States to the EU. It is also true that the EU has expanded well beyond pure market opening and market regulating functions. Its engagement in areas such as the environment, asylum and immigration, human rights, and foreign policy make it much more than an economic union. However, the core of its legal competences remains market related. In addition, for many key state functions in the domestic arena such as defence organisation, taxation, social security, health, and education, the EU plays a very modest role. 

In terms of the areas where the EU does pass legislation, it should be noted that the Member States retain a large degree of control on the decision-making process. Even in matters where the European Parliament has a say, the consent of the Member State governments through the Council of Ministers is necessary for any binding decisions to be made. The EU can thus not be said to operate according to a logic of centralisation beyond that desired by its Member States. Its guiding idea is rather that the Member States pool resources in certain areas to achieve common goals more effectively. Their control of the overall integration process is crucial to the EU’s legitimacy and long-term sustainability. 
*

I have spoken at some length about what I believe to be fundamental reasons behind the EU’s impressive record of integration. 

In conclusion, what lessons can be drawn from the EU’s experience? I do not wish to suggest that the painful experience of war is a necessary trigger for regional integration; however, a strong political commitment is certainly a pre-requisite. 
I would argue, though, that political commitment is a necessary but not sufficient condition: for integration to sustain over the long term, there must also be a legal structure. The EU certainly would not have come as far if it did not create legally binding instruments that were enforceable in court. 

I would further like to emphasise the need for strong institutions. An ambitious integration project cannot be managed at arm’s length from national capitals; it demands the daily attention of committed professionals mandated with driving the agenda forward. As an example, in the European Commission there are over 20,000 civil servants in the service of 500 million European citizens.
Finally, I think the EU’s experience highlights the possibility of using economic integration as a means to achieving broader objectives of stability and peaceful relations. I trust that this could be a recipe for success in other regions around the world also.

Thank you for your attention.

*
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