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Introduction

International economic integration is a process by which countries merge into larger 

entities in order to increase their national and/or group’s welfare. The objective of 

the theory of international economic integration is to discover the economic rationale 

and determinants for the process, to explain and try to shape its evolution, as well as 

to provide tools for the measurement of its impact on welfare. However, theoretical 

consideration of economic integration is complex, because integration both promotes 

and restricts trade and factor mobility at the same time. Trade (and factor mobility 

in certain types of integration) is liberalised, at least in part, among the participating 

countries, while at the same time it is restricted and distorted between the integrated 

group and the rest of the world. Hence, international economic integration may be 

regarded in certain circumstances as a kind of inward- looking economic strategy for 

the participating countries (at least and hopefully only during the initial phases of 

integration).

The basic types of international economic integration are given in Table 0.1. What 

matters is that the process of integration does not necessarily need to be gradual from 

the ‘lower’ types of integration towards ‘higher’ ones. For instance, a group of countries 

may decide to create a common market and ‘jump’ over the ‘lower’ types of integration 

such as a free trade area and a customs union. Everything depends on the ambitions, 

intentions, goals and current and future potential of the group of countries and on their 

specifi c integration agreement. This table, however, does not cover the new economic 

integration models practiced in South- East Asia. Integration takes place in this region on 

a ‘technical’ trade-facilitation level. Governments and fi rms are interested in the removal 

of barriers that slow trade and impede the smooth operation of value-adding and distri-

bution chains.

Table 0.1 Basic types of international economic integration

Policy action Type

Free trade 

area

Customs 

union

Common 

market

Economic 

union

Total 

economic 

union

Removal of tariff s 

 and quotas

Yes Yes Yes Yes Yes

Common external 

 tariff 

No Yes Yes Yes Yes

Factor mobility No No Yes Yes Yes

Harmonisation of 

 economic policies

No No No Yes Yes

Total unifi cation of 

 economic policies

No No No No Yes
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The Handbook is organised in three volumes. Volume I presents general issues and 

regional groups; Volume II is devoted to competition, spatial location of economic activ-

ity and fi nancial issues; while Volume III covers contentious issues of agriculture, the 

environment and quantitative studies.

VOLUME I

Fiorentino starts Part I with an overview of regional trade agreements notifi ed to the 

World Trade Organization (WTO). Baldwin presents a case on how the ‘spaghetti 

bowl’ of regional trade agreements may be turned into building blocks on the road to 

global free trade. Lipsey and Smith analyse the eff ects of regional trade arrangements 

and are positive about their impact on the further multilateral liberalisation of trade. 

Ethier argues in his chapter that the contemporary regionalism refl ects the success of 

multilateralism, not its failure. Georgiev provides a legal analysis of Article XXIV of the 

General Agreement on Tariff s and Trade (GATT). Wonnacott tackles the issue of hub-

 and- spoke confi guration of integration agreements. Unilateral versus reciprocal trade 

concessions and their gains are observed by Wonnacott and Wonnacott. Cadot, de Melo 

and Portugal- Pérez cover the issue of rules of origin that are of central importance for a 

free trade area. Fratianni and Marchionne emphasise the impact of distance and income 

on trade and integration of countries. Lipsey examines the impact of technology, par-

ticularly in transport, on global trade. At the end of Part I, Jovanović critically surveys 

globalisation, fi nds a few new factors that diff erentiate the current wave of globalisation 

from the previous ones and observes that the West, which started the current wave of 

globalisation, might have lost full control of it to new players, particularly from Asia.

Sidjanski opens Part II on the regional groups with a vision of the European Union’s 

(EU) future following the Lisbon Treaty. Nicolaides introduces the reader to the princi-

pal economic policies of the EU. Tirkides and Theophanous tell us about the process of 

integration between the EU and the Southern Mediterranean countries. Smith shows the 

developments in the North American Free Trade Agreement. Pomfret traces the reasons 

for a rather weak integration in East Asia before the Asian crises of 1997 and an increase 

in integration eff orts afterwards. Hiratsuka makes a point about the de facto integration 

in East Asia in trade among the countries in the region. Frischtak refers to the economic 

integration eff orts in South America, while Hira writes about structural adjustment poli-

cies in the same region. Borgatti outlines economic integration in Sub- Saharan Africa 

and the need for these countries to deepen their regional integration with South Africa. 

Finally, economic integration in the Arab world is explored in two chapters, one by 

Hadhri, and the other by Broude.
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