
Contents 

Preface ix 

PART ONE THE TERM, ITS HISTORY, AND ITS MEANING 1 

1 The Use of the Term in Economics 3 
Not Used until Recently 3 
The First Users: a Detective Story 4 
Adoption of the Term for Official Use 9 

2 The Meaning of the Term and its Scope 13 
Unanimity, Consensus, Divergence 13 
Division of Labour, Mobility, and Non-discrimination 16 
Actual versus Potential: Opportunities Realised and 

Unrealised 18 
Freedom from Restrictions versus Selective Activism 20 
Monetary and Fiscal Integration 21 
Degrees of Economic Integration 24 
Degree of Integration versus Extension of Integrated 

Area 27 
Economic Independence and the Fear of Foreign 

Blackmail 29 
Positive Economics versus Welfare Economics 29 
A Taxonomic and Semantic Summary 32 
The Inclusion of Public Goods 34 

PART TWO THE IDEA AND ITS DIFFERENT STRANDS 37 

3 Economic Thought, Economic Analysis, and Political 
Aims 39 

Economic Thought and Economic Analysis 39 
Economic and Political Thought 40 



VI A History of Thought on Economic Integration 

4 The Main Strands of the Idea 43 
Division of Labour 43 
The Extent of the Market 44 
Specialisation 45 
Absolute and Comparative Advantage 46 
Free-Trade Doctrine: Adherence and Dissent 48 
Dividing the Gains from Trade 49 
The Optimum Tariff to Capture More of the Gains 51 
Market Failure as Reason for Protection 51 
Infant Industries and Developing Countries 52 
Self-Sufficiency, Independence, Power 53 
Influencing the Distribution of Income 53 
Raising Labour Income and Improving the Terms of 

Trade 55 
Equalising the Earnings of Equal Factors through 

Free Trade 57 
Stopping the Equalisation Process 59 
The Theorem Expanded and Refined 60 
The Assumptions Reconsidered 63 
Heterogeneous Factors 64 
Equalising the Earnings of Labour through Inter

national Mobility of Factors 65 
Increasing Inequality through Factor Movements 66 
International Transfer of Technology and Enterprise 67 
Transport and Communication 68 
Transfers of Money 68 
Optimum Currency Area 70 
Integration of Capital Markets 71 
Capital Movements and Adjustment Mechanism 7 6 
Tax Incentives and Disincentives for Foreign 

Investment 7 4 
The Optimal Combination of Investment Tax and 

Import Tariff 76 
Fiscal Integration 7 6 
Border Tax Adjustments to Compensate for Tax-

Rate Inequalities 79 
The Forms of Regional Arrangements 79 
The Height of Tariffs, Imposed, Abolished, or Altered 80 
Imperfect Competition, Monopoly, and Oligopoly 82 
Forced Efficiency 82 
Cartels and Mergers 83 
Union between Weaker and Stronger Nations 84 
Non-discriminatory Protection versus Discriminatory 

Liberalisation 85 



Contents vii 

Trade Creation and Trade Diversion 86 
Economies of Scale 87 
Consumption Effects of Price Reduction 89 
The Two Effects Together 89 
Another Two-Step Analysis 90 
Investment Creation and Investment Diversion 90 
The Degree of Integration 93 
Internal versus External Integration 93 
Interpreting the Changes in Trade Ratios 95 
Methodological Distinctions regarding the Effects of 

Integration 99 
Economic Welfare, Social Welfare, Pride and Envy 100 
The Inclusion of Public Goods 101 
A Compromise between Free-Traders and Protection

ists 102 
Political Integration 102 

PART THREE THE CONTRIBUTORS 103 

5 Historians of Customs Unions and Integration Projects 105 
The Eras and the Areas 106 
Bibliography of Historical Writings 115 

Relating to Two or More Subjects 115 
Holy Roman Empire 116 
Great Britain 117 
France 117 
British Colonies and Commonwealth 118 
United States of America 118 
German Zollverein 119 
Other European Customs Unions 120 
Trade Agreements and MFN Clause 121 
Unsuccessful European Projects 122 
Worldwide Arrangements 125 
West-European Co-operation since 1948 127 
East-European Co-operation since 1948 130 
Latin America and Caribbean Islands 

since 1948 131 
Africa 133 
Asia 135 
Australia 136 

Historians' Predictions and Explanations 137 



viii A History of Thought on Economic Integration 

6 Political Economists as Proponents, Promoters, and 
Opponents 138 

Proposals for Economic Integration before 1800 138 
Proposals for Various European Arrangements, 

1814-1918 139 
Proposals for European Customs Unions, 1918—39 146 
Proposals for Economic and Monetary Integration, 

1943-74 148 

7 Statesmen, Men of Affairs, and Men of Letters 157 
Kings, Courtiers, and Philosophers, 1459—1814 157 
From Napoleon to World War I, 1812—1914 161 
Between Two World Wars, 1915—39 165 
World War II and After, 1940—70 168 

8 Groups, Committees, and Organisation Staffs 175 
Choosing the Order of Presentation 176 
The World at Large 177 
Europe 1925-37 183 
Western Europe 1943—9 186 
Western Europe 1949—58 191 
Western Europe 1959—75 196 
Eastern Europe 1945—75 205 
The Americas 206 
Africa 210 
Asia and the Far East 211 

9 Economic Theorists 213 
General Guidelines 213 
The Advantages of Extending the Areas of Trade, 

1691-1879 215 
Eloquent Advocates of Protection or Free Trade, 

1827—61 223 
Factor Prices and Incomes, Factor Endowment and 

Mobility, Tariffs and Terms of Trade, 1878—1976 225 
The Effects of Customs Union and Other Forms of 

Economic Integration, 1892—1976 250 
Monetary and Fiscal Integration, 1923—76 282 
Concluding Remark 299 

Index 301 


