European Integration - Realities and Perspectives 2012

£R22012 THE 7TH EDITION OF THE INTERNATIONAL CONFERENCE

EUROPEAN INTEGRATION
“>—=_~" REALITIES AND PERSPECTIVES

Atypical Integration Process under the Global Crisis

Victor Romeo | onescu?

Abstract: The paper is focused on the idea of a new approadhe integration process under the present
global crisis. This is why the analyse tries tosgre ,new” integration organisations which are mederder

to face the new socio-economic challenges. The evtiworetical approach is based on the latest itzpor
specific researches in the world. A distinct pdrthe paper deals with a case study connected 1€ BFhe
main conclusion of the paper is not optimistic. Merld economy is not able to face the crisis amel t
solutions have to be found at individual level. Elaver the world economy is close to a more desueict
war: the economic war for survive.
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1. Introduction

We cannot deny that humanity is on the verge dfii@@nt changes, unprecedented in its history.
From the economic point of view, things are famirbeing put in a normal path. If in the second half
of the twentieth century, humanity has been pretedtom large-scale military conflict, the first
decade of the new millennium marked the onset déwastating global war: the war for economic
survival.

All states participate to the fierce battle in whiany actions are allowed. The myth of the global
economy, the global solutions and the adage "tiokally, act locally" depend on fiction, nowadays.

The crisis generalised in 2008 was the breakpohitiwdemonstrated that globalisation was a world
wrong approach. The idea of globalisation is basedne of the most important characteristic of the
human being: the need to stay together in ord@rdtect and to develop better. During the last two
centuries, globalisation was used by a minoritgriter to lead the majority at global level.

Globalisation supported interesting concepts ase‘ta the bottom”, which became a key element for
the global disparities’ increase.

The same globalisation succeeded in creating ardtieal battle between regionalism and
globalisation. Globalisation needs instruments mdeo to generate, develop or destroy specific
economic mechanisms. We are not able to imaginextstence of IMF, World Bank, WTO without
conflicts, economic, social and political crisidi€Be international institutions were able to elgtén
one of the basic elements of the economics: thessipility to make experiences on people using the
economic instruments! There are enough viable ratem projects which are implemented under
other criteria than geographical proximity and camnminterests. These projects cover the sectoral
integration.
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2. Current Status of the Resear ch I nvestigating

Under its economic approach, globalisation was deedhe first time by Levitt Theodore in 1983.
Nowadays, the global approach is the only one ablsolve the great difficulties of the humanity:
pollution, global warming, drastic reduction of ttesources, terrorism, etc.

Some specialists studied the effect of the US tdefecit increase on the American companies, in
order to identify the new challenges for the Amaniceconomy after its adhering to NAFTA.
Moreover, there are a lot of studies which suppwetidea that the US economy is not efficient under
globalisation. Other opinion is that globalisatioapresents a global process of mixing and
equalization for prices, goods, wages, interesisrand profits. The evolution of the globalisatieas
followed by an increase number of the internatioc@iporations which operate across the world
economy.

Under this above approach, Bhagwati J. considexsttte globalisation represents the integration of
the national economies into an international econuiith characteristic flows of: trade, FDI, short-
term capital, people, labour and technology. Offeers challenge globalisation and talk about the
negative effects of the regional blocks on lab&kragwati, 2004).

Stiglitz made a detailed scan of the process aedctintemporary global economy perspectives
(Stiglitz., 2006). The present global crisis is jegb for Krugman’'s latest book. It analyses the
economic crisis in Asia and Latin America and cadels that these crisis represent a warning for all.
As diseases become resistant to antibiotics, theognic maladies that caused the Great Depression
made their appearance again. Krugman shows hovaillnee to keep up, by regulation, the financial
system increasingly out of control, pushed the éthiBtates and the world in its worst financialisris
since the 1930s. Moreover, he describes the mesasegaired to limit the scale of the crisis and to
restore the world economy afloat sliding into aplescession Krugman, 2009).

The Romanian specialists have an important contabuo this research field. D. Daianu talks about
the dynamic of the open market economy system. Bidek analyses the inner movement of the
capitalism, the competition between paradigms rige and the fall of the "market fundamentalism",
the role of the moral (ethical) in the economie lithe left (as a doctrine and political actionpost-
communism, the relationship between globalizatind the dynamics of capitalism, some aspects of
the post-communist development in Romania and,basnot least, the roots and significance of the
current financial (economic) crisis (Daianu, 20(Bjan&loan analyse the impact of the globalisation
on the environment under the sustainable developrapproach, as a way of economic growth
according with the environment protection (Brana&m, 2009).

2011 was the year when Ritzer published his newaaah about globalisation. The book covers 12
chapters, including ,Negative global flows and msses”, "Inequality” and the "Future of
globalisation” (Ritzer, 2011).

3. Atypical Regional Integration Evolution

There are three major sectoral economic project&chwiare not supported by the geographic
proximity. The first is Organisation of PetroleumpBrting Countries (OPEC) which was initiated in
1960, under a real international partnership. l&nmrgoal is to protect the main interests of the
members related to the oil. OPEC revived, aftevas about to be liquidated. Nowadays, OPEC
represents a cartel made by 12 countries: Alg@ngpla, Ecuador, Iran, Iraq, Kuwait, Libya, Nigeria
Qatar, Saudi Arabia, UAE and Venezuela (see Figjure
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Figure 1 OPEC member states

The present global crisis reiterated one of therdg goals of this organisation: protection oé
individual and group interés of the cartel members. This implies: the priestablishment on tr
international oil market, insurance an adequatsuylply, correct exploitation quotes and an adex
profit to those which invest in the oil industryP@C’s influence on market kame essential in ord
to establish oil prices and production quotas. Assalt, the critics against OPEC grew after tHe
crisis from 1973 (Hammes ®ills, 2005)

The OPEC's influence on the oil market decreasést #ie discovery and early operas of major
oil deposits in Alaska, North Sea, Canada, GulMefico and Russia. Nowadays, OPEC covers
of the world oil reserve and 33% of the world dibguction The second largest group of produc
(OECD and former Soviatountries) covers only .8 of the world reserve and 14.8% of the w(
production (Owen, Inderwildi &ing, 2010)

The oil market is dominated by dollar. The dollacleange rate fluctuation is able to change OPI
production decisions. A decrease of the dollar arge ratimplies a decrease in the OPEC rever
from sales. As a result, Iraq replaced dollar vtiro for its oil payment until the military invasic
when started to use the dollar again for the paysn&fenezuela and Iran agreed the Euro for thé
sales payments, as well.

The second atypical integrationist project is tirgaDisation of Arab Petroleum Exporting Count
(OAPEC), which was founded by Kuwait, Libya and &aArabia, in 1968. Algeria, Abu Dhat
Bahrain, Dubai and Qatar became members of EC in 1970, and Egypt, Irag and Syria in 1!

OAPEC was temporarily liquidated in June 1971. Duéf the organisation in the same year. °
main goals of the OAPEC arenember states’ cooperation in various forms of #wenomic
activity... development foclose links between them establish ways and means to protect
legitimate interests of its members unify efforts to ensure the oil flow to the consuiop markei
under fair and reasonable termscreating a favourable climate for capital and etise invested in
the oil industry in member countries. In the la6®s, OAPEC forced OPEC to use oil as an
againstisrael occupation of Arab areas. On the other h@AREC has undertaken several proj
with countries inside and outside the organon (Kelly, 1980).
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Figure2 OAPEC member states

Nowadays, OAPEC represents an international spe®ibl organisation which supports -
cooperation between oil producers and the impleatiemt of common projects connected to
regional integration.
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An interesting example is another atypical orgaiosa BRIC' Brazil, Russia, India and Chit
formed BRIC, an organisation which was defined katérinenburg, in June 2009. These 1
countries represent emergent economies which cbS&6 of the worldGDP. According to th
Goldman Sachs’ experts, BRIC will be able to obtagreater GDP than G7 in the next 20 years.
result is supported by the present global crisihil®/the Western countries recorded econc
decline, the four BRIC countries cinued the economic growtfhe political impact of this ne
organisation can be significant if the four cowsdrconclude that together can seek alternative e
current developments on the developed country ns

Moreover, the four countries waro reform IMF, in order to increase their influenoside the worlc
organisation. Brazil and India have a vote shass than Netherlands, for example. BRIC want
change this “power balance” and announced that ibterested in buying bonds from IN BRIC
wants to diversify the national reserve of currea@nd to decrease the influence of the |

b 4

Figure 3BRIC member states

But the four economies have different developmeagrees which create difficulties in t
organisationaimanagement. China is the greatest world suppliessia and Brazil are great re
materials exporters and India offers the cheagesinblogy services. So, these four countries dee
to influence the world economy if they work toget

On the othehand, BRIC can generate an internal economic ainfihina and India are interestec
decreasing the prices for rare materials, but Ruasd Brazil wants the opposite evolution. Thi
why Konstantin Kosaciov, the Foreign Relations Cattea Chairma of the State Duma in Moscoy
consider that Shanghai Cooperation is more impbftanRussia than BRIC. Shanghai Coopera
covers the countries from the Central Asia, Ruasi China. This organisation is focused on sec
problems.

All these develpments describe a world of selective cooperatidmera the main actors will be le
traditional alliances, but increasingly more shiertn coalitions, flexible built around a stratepmint
of interest. Overall, the international relatiofsow the coeistence between order and disor
society and anarchy. The system stability is ddtesth by the major powers ability to react
consensus on the rules of the game and to redngne to those states which reject tr

Most experts believe that the mstrategic challenge of the EuAdglantic community over the ne
25 years will be to integrate the emerging poweara system of rules and regulations set by Eu
and USA. The stakes are sucking them into a streictd order built around the Et-Atlantic
standards. In case of failure, these large emegpuogtries could become revisionist pow

The main advantage of the West related to the BRIBe capitalist system itself. On the other hi
the emerging powers’ prosperity is a product of ierkets. BRIC prosperity depends practically
the integration into the global econol

BRIC countries benefit from capitalism and haveuadamental interest in preserving their well
system. As a result, they will not be tempted tetidy the status © without risking their owl

! Brazil, Russia, India and China - BRIC
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economic suicide. Moreover, these countries amerésted to be within the system and not out:
The strategic philosophy of the West related to R simple and is focused on BRIC integrat
into the "great capitalist pe@". The only condition is that BRIC to accept Ehec-Atlantic standard

Another direction of the atypical integration isitttonnected to countries from different continehmt:
1989, was implemented AsRacific Economic Cooperation (APEC) by the EAN countries
Australia, Canada, Japan, New Zeeland, South Kareh USA. China, Hong Kong and Taiw
adhered in 1991. According to agreement signecoigoB (Indonesia) in 1994, APEC has to becor
free trade and investment area able to supportetfr developed members to achieve sustain

economic growth.
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Figure4 APEC member states

In 1995, at Osaka, APEC proposed an interestingfisat every member state had to declare its
unilateral measures to liberalize trade and investmThe agriulture was excluded from th
procedure. APEC aims to increase the livi and education standards under a sustair
development. It covers 40% of the world populatib4% from the world GDP and 44% from f{
world trade.

Nowadays, APEC is focused on te essential areas: trade and investment liberalisgbroviding
incentives for business and economic archnical cooperation (Wilson & Taylp2008). In 1993
APEC leaders created a Centres of Studies Netwdnlch connected the universities and rrch
institutes from the member states, as the followiRgyal Melbourne Institute of Technolog
University of California, Berkeley, Kobe University Hong Kong University. APEC believes tha
is the first forum that facilitates economic growtdoopeation, trade and investment in A-Pacific
region, aiming at economic growth and prosperitytifie region and As-Pacific community

Organisation for Economic Caperation and Development (OECD) is an internati@w@nomic
organisation which covers 32ational economies. It was initiated in 1948 by:s#ia, Belgium,
Denmark, France, Greece, Island, Ireland, Italkdmbourg, Netherland, Norway, Portugal, Swe
Switzerland, Turkey and UK. In 1961, Germany, Sp&@ianada, USA, Japan, Finland, Ausa, New
Zeeland, Mexico, Czech Republic, Hungary, Polanotls Korea, Slovakia, Chile and Slove
adhered to the organisation. The latest membersséaie Estonia and Israel (in May 2(

Nowadays, the OECD advocates for democracy andanhadonomy, fiding solution to the commc
problems, promoting best practices and coordinagtiegnternal and external policies of the Merr
States. OECD promotes policies for achieving tlghést level of sustainable economic growth
labour and a high standardlafing, while maintaining the financial stabilitynd supporting the glob:
economic development. The organisation supportartember states’ economic expansion and
world trade development without discrimination, @cting to the assumed internatil obligations

516



Performance and Risks in the European Ecor

Figure 5 OECD member states

On the other hand, OECD wasticized by civil society groups and developinguatries The main
reason for this criticism is the selective natufeadmission states in the organization, with ptic
given torich countries (Jorma J., 20C

4. Case Study

The latest global crisis is different because itezed whole the economic world. It was the firstd
when all national economies had to fight against dfisis challenges. On the other hand, the ¢
crisis represents a great opportunity for thosenomies which are able to adapt faster to the
economic conditions. The most powerful global ecnitcactors stagger under the blows of the cr
unable to find the saving solutions. The crisiseiported from one country to another, from .
continert to another. The regional integration organizatjomhich were successful models some 1
ago, puffy looking for the sustainable growth. Taditical decisions taken inside these organizat
face the national governments’ opposit

An interesting pproach is that to realise a comparative analyste/dsen the most important wol
economic actors related to their possibilities doef the crisis. The evolution of the GDP is abl
support the conclusion that the crisis was diffeedfects on diffeent economies (see Figure

20
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Figure 7 Economic growths under global crisis (%)

The common characteristic of the above economimrsies$ that they faced to recession in 2009. C
achieved positive growth rate in 2009 but it wasdo than in 2008. Tt crisis export from US/
affected Japanese economy first (2008). The otteranic powers had positive growth rates in 2(
Practically, the recession was passed in 2010 ésetlcountries. 2011 brought positive lower grc
rates for five from these spountries. Japan had negative growth rate in 28X rasult of the natur
disaster. Only three countries were able to fudlgover the economic growth during 2-2011: USA,
China and Russia. The economic recovery in Japd@y7End Euro area was nough to achiev
the preerisis growth rates (European Commission, 2(

On the other hand, it is interesting to analyseabaution of the BRIC members during the pre:
crisis. These countries succeeded in achieving lggiwth rates, which suppori their faster
economic development (see Figure
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Figure 8 Economic growthsin BRIC

Moreover, BRIC covers countries with important raraterials resources and high indust
production capacities, which are able to influenoe only the world price of the rare materials, b
the irdustrial goods’ prices as wt An intermediate conclusion is that the greatest rgemd
economies had a comparative advantage during titalgtrisis. Even that their economic groy
rates decreased in 2011, these cdes represents the world economic development esng
nowadays.

5. Conclusions

The economic chaos allows hardly the realizatiorihef macroeconomic forecasts. Practically,

medium and long term forecasts disappeared. All cap afford, in terms of ese economic
developments, are shderm forecasts. Organizations specialized in siegisand forecasts mal

forecasts which are changed constantly. The EUfigialfbody itself, Eurostat, makes two forece

each year (spring and autumn) on a horiof only two years. The correction of these forexzas

avoided in the economic chaos that we go throughth® other hand, the present global crisis bro

the idea that the global solutions are not goodefary national economy. This is why the gest

regional economic organisations are not able w e ideal solution for all their membe

Great difficulties in managing the crisis impacwv&d&U27, Euro area, NAFTA, ASEAN or BRI
nowadays. And the global market becomes a ba#ll@. fifhose ountries which will be able to covel
greatest part of this battle field will survive this economic war. It is a new war, in which
combatants are not divided using the politicaleystdimension or traditional economic connectit

The internatioal financial institutes can develop the crisis attpusing dedicated economic foreca
The latest World Bank’s forecast uses some ideas;daveloping countries need to prepare for
worst” or “global economy facing renewed uncertiasit (\World Benk, 2012).

These statements have the power to lead the gldmiomic evolution to a specific directic
Nowadays, the main economic actors are EU and éngefgia. This is why the official forecasts ¢
very important in order to attract potential FIn those regions which are more “sustainable”.
problem is that Eurostat (the official statisticréau of EU27) and the World Bank have sc
interesting disparities in their forecasts relat®@01:-2013. The economic trend in the Euro area
exampe, has a more optimistic approach from Eurostat the World Bank (see Figure
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Figure 9 Euro areaforecast (%)

The World Bank’s forecast (WB) talks about recessiv2012 -0.3%) and a lower recovery (1.1
in 2013 across the Euro area. Eurostrecasted a positive trend during 2Q@t3 with higher annui
growth rates (0.5% and 1.3%). A strategic investdro trusts in World Bank forecast, will inve
outside Euro area in 2012. It will invest in ther&area only if it believes in Eurostat’'srecast.

The lowest disparities between the forecasts fd2-2013 are those connected to Chinese ecor
(see Figure 10).

mEU
uWB

Figure 10 Chinese economy forecast (%)

Some disparities are connected to the Russian agoharecast, as well. The differencethat the
World Bank’s forecast is more pessimistic, now (Siggire 11)

mEU
mWB

Figure 11 Russian economy forecast (%)

This must be the moment when the evolution in teae change everything! Let's suppose that
war in Iran will start. Or, which will be e above economic evolutions if Russia will stop ¢faes
exports? Moreover, which will be the economic effei€ China will enter in recession? The effe
will be devastating. Or more, which will be the fidence deficit if Greece will leave the Euro a?
Which will be the impact on EU2
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