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Abstract

The purpose of this article is to reconsider the theory of regional economic integration among
developing countries. Professor Viner, the pioneer of the theory of economic integration, explained
that a customs union does not necessarily have only positive effects. It can harm a member country as
well as other countries by causing the “trade diversion effect.”

During the 1950s and 1960s, a leap forward period in development of the theory of economic
integration, many economists contributed to the organization of the theory. In addition, integrations
among developing countries were discussed in terms of development strategies. Suggestions were
made to consider the development policy goals with regard to economic independence and
industrialization, so that the integration, even the trade diversion effect, could possibly reduce the
obstructive factors to economic development faced by each country.

In fact, regional economic integrations were observed among many developing countries. However,
most of them failed or gradually disappeared because no effective institution existed and beneficial
circumstances, wherein the advantages of economic integration could be utilized, did not arise.

Based on theoretical considerations, this article presents a proposal wherein developing countries,
such as SAARC’s members, should exist within the framework of economic integration for direct
economic effects as well as to build effective institutions.
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