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OBJECTIVE

The objective of this course is to introduce the theory and different approaches of
economic integration; we intend to analyze the different processes of integration to date.
The course is divided in two parts: Part one elaborates on the theoretical debate on
integration processes, while in part two, an analysis of the different schemes of
economic integration is implemented. Special emphasis will be put on the scrutiny of
the most important and successful cases of economic integration so far, viz., the EU,
MERCOSUR, NAFTA, and an extension to the FTAA.

REQUIREMENT

Students are required to write a short essay on a topic of their interest but that should
reflect the material covered all through the course. The essay, plus presentation and
discussion in class, is worth 40% of the final grade. The final exam will cover the
remaining 60%.

CONTENT
Part |

1. Digression into political economy: Approaches and processes of integration
1.1 Pluralist
1.2 Functionalist
1.3 Neo-functionalist
1.4 Federalist

2. Theories of economic integration:
2.1 The Viner approach
2.2 Balassa’s contribution to the theory of economic integration
2.3 Other contributions

3. Types of integration
3.1 Stages of economic integration
3.2 Institutional aspects of economic integration.
3.3 Fiscal and monetary requirements for a sound economic integration.
3.4 Theories of “Optimum Currency Area”:
3.4.1 Economic integration and benefits of a fixed exchange rate area


vsalvador
logo UAB


3.4.2 Economic integration and benefits of a flexible exchange rate area
3.5 Measurement of the impact of economic integration:

3.5.1 Fiscal problems in an economic union

3.5.2 Monetary integration and the balance of payments

4. The statics of economic integration

4.1 Production aspects:
4.1.1 Trade creating and trade diverting effects
4.1.2 Competitiveness and efficiency gain

4.2 Consumption aspects:
4.2.1 Terms of trade effects
4.2.2 Consumption and welfare effects

4.3 Perfect mobility and factor price equalization

4.4 Economic effects of factor movements

5. Dynamics of economic integration
5.1 Growth models and technological change
5.2 Market size and productivity levels: Conceptual problems
5.3 Market size, economies of scale and product differentiation

6. Regional consequences of an integrated area
6.1 Location theory and regional analysis
6.2 Agglomerative forces in regional development
6.3 Patterns of regional development

7. Integration and policy issues
7.1 Wage differentials within a union
7.2 Social policy problems in a union
7.3 Treatment of taxes
7.4 Policy for stability and growth

Part 11

8. Scrutiny of existing integration schemes
8.1 MERCOSUR
8.2 NAFTA
8.3 The European Union
8.4 Other experiences of economic integration
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