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Keio Jean Monnet Workshop for EU Studies

Article of EU law and Governance

Roles of International Organizations and the EU
in Governing the Global Economy
——1Is It Possible to Harmonize ‘the Dialog with the Market’
and ‘the Dialog with the Civil Society’ ?——
Yuh HASUMI

Economic activities in the world have been linked through the financial
integration and the production chains under the deregulation (e.g. the priva-
tization and the liberalization of capital movement) especially since the late
of the 1980’s. Here emerges the Global Business realm, in which Nation
States are not able to easily intervene and TNCs (transnational corporations)
play the vital roles.

In the Global Business realm, Nation States as well as enterprises and
households are evaluated by the financial market. If governments ignore the
voices of global markets, they will suffer from capital flights and currency
crises. Nation States as competitors promote not only the deregulation with-
in their territories, but also the Globalization by making the consensus
between Nation States through international organizations, regional integra-
tions and the Group hegemony under the pressure of the competition for
market-friendly economic policy. Nation States are built in the networks of
various regimes supporting the global markets. Nation States are losing inde-
pendence under the Globalization, while they are acquiring adaptability to
the Globalization or autonomy which is linked with Global Governance
regimes.

So the trinity of Nation States - territory, political power and democra-
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cy — is coming apart and Nation States are losing the function of solving
the tension between the sphere of decision-makers and the sphere of deci-
sion-takers in spite of their citizens  discontent with social problems caused
by the Globalization. As a response to this democratic deficit from the civil
society, various kinds of NGOs are emerging for a democratic Global
Governance.

The Globalization discloses limits of the democracy bound to Nation States
and there is a gap between the Globalization and the Global Governance or a
deficit of global rules. The emerging system of the Global Economic
Governance is a complex, often ad hoc, set of rules, regimes and institutions
based on the self-discipline of the market, which go beyond traditional inter-
national relations. It is a complicated structure with overlapping competence
and competition between rules and institutions as follows: (1) International
organizations such as IMF, the World Bank and WTO, (2) The Group hege-
mony such as G7, G10, G20, (3) Rules of BIS and International Accounting
Standards, (4) Regional integrations such as the EU and the APEC, (5)
Service industries such as private rating agencies and accounting ones, (6)
Coordination mechanisms such as the Financial Stability Forum and the
Global Compact.

The challenge is how to harmonize the market and the civil society in the
sphere of the Global Public, where citizens and NGOs dialogue with TNCs
without mediation of governmental institutions. There is a need for coopera-
tion of rules and institutions governmental and non-governmental. TNCs also
must certify that they are good citizens embedded in the civil society them-
selves. Here is the correlation between followings: (1) Attempts to regulate
activities of TNCs from the UN and other international organizations (e.g.
the Global Compact), (2) Corporate Social Responsibility and Socially

Responsible Investment, (3) Self-imposed rules of Global Business realm
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(e.g. ISO=International Organization for Standardization). Taking into con-
sideration roles of TNCs and a need for cooperation between different kinds
of rules and institutions, both the Global Governance and the Corporate
Governance are obliged to be based on the democratic principles such as
transparency and accountability and justify their governance. International
organizations will be able to play the role of agent to harmonize ‘the dialog
with the market’ and ‘the dialog with the civil society’. The transparency
and the accountability should satisfy stakeholders such as employees, con-
sumers and the public (outward accountability) as well as shareholders
such as investors and donor countries (inward accountability).

The EU at the stage of the Economic and Monetary Union is a unique
model of systematic adaptation to the Globalization on the shared sovereign-
ty in order to keep autonomy in the Global Economy. Cooperating with inter-
national organizations and non-governmental actors, the EU will be an
important element of an emerging Global Governance. And the EU will
spread the model of Multilevel Open Regional Governance through the coop-
eration with other actors and contribute to improvement of an emerging

Global Governance.
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