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Strictly speaking, there are three European Communities: the
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been a single Commission and a single Council for all three.  
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PREFACE

This book sets out to provide a concise and accessible
introduction to the economics of international integration. Its
main concern is with the analytical framework that has been
developed for throwing light on the central policy issues of
regionalism, both from the standpoint of the group, and from
that of its component member states. Global and systemic
implications of regional integration are largely left aside. At
the core of the subject is the theory of customs unions that
originated in the writings of Jacob Viner and others half a
century ago. That theory remains basic, but it is only one part
of the apparatus that is required today to analyse the many
issues that arise in contemporary forms of regional economic
integration. These go far beyond those addressed in the
traditional theory of customs unions or free trade areas and
concern not only those that arise in common markets but also
others posed by policy integration in other key areas, notably
taxation and fiscal and monetary policy. The analysis of the
distributional aspects of integration in its spatial dimension,
largely ignored in orthodox theory, has also become an
important component of the subject.

During the past decade or so, substantial changes have taken
place in the analysis of regional integration. One of the most
important is that, in its analysis of welfare gains, the traditional
perfect competition approach has been supplemented by models
that allow for imperfect competition, economies of scale and product
differentiation. This development has considerably modified the
views of economists both on the rationale for regional integration
and its gains. Scale economies both internal to the firm and external
are also central to newer models of the spatial aspects of integration.
The embodiment of these and other, newer currents of thought
into the analysis of international integration is not yet fully
consolidated. This revised edition reflects central elements of those
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recent contributions that form part of the emergent mainstream and
places them in historical perspective.

It has often been remarked that the theory of international
economic integration has been policy-driven. The initiatives of the
EU have provided the principal driving force and inform much of
the theorizing. The analysis that has emerged is nevertheless of far
wider application. Few of the propositions of the modern theory of
international integration are EU-specific, although some of the
strategies that have been developed for the EU would not necessarily
be transferable or of interest, elsewhere. The experience of the
European Community (since 1992 the European Union) and its
approaches to key issues in any case merit attention beyond its
borders, since the EU is the world’s most highly developed example
of regional integration and its policies and strategies are far and
away the best documented and the most intensively scrutinized.
Many of those policies will doubtless continue to furnish guidelines
to other blocs as they have in the past. The EU context is discussed
in each of the chapters dealing with the new economics of market
integration, TNCs and fiscal, monetary and spatial issues.

The literature of regionalism has grown very rapidly since the
middle of the last decade, reflecting the renewed policy concern
with the subject in Europe, the western hemisphere and beyond.
In undertaking this revision to take account of recent analytical
contributions, empirical evaluations and institutional progress, the
summing-up has necessarily had to be highly selective. Lack of
space has ruled out discussion of a number of important topics. It
is believed nevertheless that a balanced appraisal is presented. Those
who wish to penetrate more deeply into the subject will find a
guide to more specialized theoretical and empirical studies in the
list of references and the select bibliography.

For this edition, the main structure of the book has been left
unchanged, but two new chapters have been added and others
deleted mainly to reflect new or neglected perspectives. The
emergence of newer analytical perspectives on market integration
which emphasize pro-competitive effects rather than comparative
advantage is reflected in the chapter on the ‘new’ economics of
market integration. The second new chapter deals with the
significance for regionalism of the ability of transnational
corporations, by internalizing transactions, to bypass the market
on which the effects of integration in the orthodox model depend.
Another substantially new chapter, which deals with regional
integration initiatives in a global perspective, looks at the context
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and objectives of the main new regional initiatives of the past
decade, including the North American Free Trade Agreement. The
chapter in the last edition dealing with integration among planned
economies and COMECON has been deleted, since it is today of
purely historical interest.

In the course of writing successive editions of this book I have
incurred many intellectual obligations to academic colleagues and
others that are too numerous to acknowledge adequately here. I
therefore limit myself to thanking specifically those who have
made helpful comments on the major changes for this edition. In
St Andrews, I wish first to record thanks to Christopher Jensen-
Butler. Outwith St Andrews, my particular thanks are due to
Michael Keen, Anthony Thirlwall and Ian Wooton. In revising the
chapter on monetary integration I have benefited from the
collaboration of my colleague David Cobham. The analytical
structure and thrust of that chapter remain largely unchanged, but
the issue of time consistency is specifically addressed and the
account of recent developments in the EMS has been completely
recast, drawing in particular on studies by Cobham. He has agreed
to allow his name to be associated with the revision of that chapter,
for which we take joint responsibility.


