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common capital market has been instituted; many excise taxes have been
~unified; and the coordination of Benelux foreign economic policies has
begun. Perhaps even more important, progress toward economic union,

with some exceptions, has been steady and, in recent years, accelerateds

Nevertheless the prospects for the ultimate integration of he
Benelux economies are uncertain. Mobility of labor is lacking, and there
is no assurance that any flow of capital will accord with the needs of
integration and of balanced development within Benelux, Moreover, the
present transitional arrangements hampering competition between Belgian
and Netherlands agriculture and industry might easily become self-
perpetuating and prove impossible to abolish at a later date. On the
other hand, the alternative solution -~ allowing readjustments through
the free play of market forces -- might destroy the entire projecte

It may also be doubted that Benelux economic and financial
policies can be much further coordinated because of the divergent basic
problems of the separate economies. In the Netherlands, economic policies
will continue to be based on the need for expansion of industry and exports;
expansionary fiscal measvres and “easy money" policies are likely to be
combined for this purpose with restraints on wages. 1/ In Belgium, on
the other hand, the primary concern will probably continue to be stability.
It is questionable whether the separate interests of the partner countries
would be subordinated to the common interest in conflicts arising from these
approachess 2/ £

}/ For a full statement of this view, see the Netherlands Export Policy,
Memorandum to the States-Gemeral, March 31, 1952, i

2/ This possibility is clearly indicated by a recent case. The
Netherlands Government proposed to finance a soda ash factory in

the Netherlands. The Belgian Government objected on the grounds
that existing plant and production in Belgium was sufficient to meet
needs of the entire Benelux area. Notwithstanding the Belgian
objection, the Netherlands Parliament recently approved the projects
At the time, the Netherlands Government stated that state financing
was necessary if the industry was to have a fair chance against
Belgian competitione.
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Fundamentally, the degree to which the Benelux economies
are ultimately integrated will depend upon the willingness of the
respective governments and peoples to effect a unions Despite many
disappointments, the responsible authorities of the Benelux countries
have persisted in their efforts to bring about the union. Recent
public opinion polls in Benelux suggest, however, a great deal of
apathy on the part of the population toward Benelux; without popular
support, it is difficult to imagine continued effort on the part of
the Governments.,

Another measure of the "success". or "failure" of Benelux
would be the gain in welfare for the partner countries and for the
area as a whole. According to Professor Viner, the welfare gain of a
customs union Will be the greater (1) "the greater the degree of rivalry
with respect to protected industries prior to customs union,® and (2) “the
greater the differences in unit-costs for protected industries of the
same kind.™ 1/ These conditions certainly obtain in Benelux; in fact,
they account for the present difficulties of integrations. From this
point of view, the Benelux union should therefore bring a gain in
welf ares

A gain in welfare is also achieved in an economic union if the
expansion of trade between the partners, following the removal of tariff
barriers, does not mean a corresponding reduction in trade with third
areas. However, there is at least one indication that intra-Benelux trade
so far may have increased largely at the expense of the rest of the worldﬂg/
The new Benelux tariff is higher than the old Netherlands tariff and
probably not less high than the old Belgian tariff; the new tariff would
thus appear higher than the average of the two old tariffs. 3/ This rise
in tariff protection, by itself, would imply a loss of welfare to the area
as a whole and to the Netherlands, and little (if any) gain to Belgium.

In addition, an economic union may increase the welfare of an
area through improving its terms of trade: increasing the size of a
trading and preducing area may improve that area's bargaining power
vis-a~vis the rest of the world. The Benelux area may have benefitted
from this phenomenon but it would hardly be possible to measure such a gaine

1/ J. Viner, The Customs Union Issue (New York 1950), pps L1-55. Other
conditions listed by Viner are tco technical to be evaluated heres They
include the relation of the customs union's tariffs to the height of tariff
levels in potential export markets, and certain aspects of economies of scalee

g/ The statistical evidence on this point is inconclusive: as compared
with pre-war, intra-Benelux trade has expanded to a greater extent than
Benelux trade with the rest of the world; however, since 1950 when intra-
Benelux trade was for the most part liberalized, trade between the partners
has risen at about the same rate as their trade with the rest of the world.

3/ On this point see We Buchdahl, "The New 'Benelux! Union--Western Europe
Tariff Pattern?", Foreign Commerce Weekly, October 11, 1947,
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It is difficult to estimate how the gains from union (if any)
have been (or will be) distributed among the partner countries. In the
early years, the advantages of Benelux were probably mutuals Belgian aid
was instrumental in the Netherlands reconstruction program while the free-
ing of intra-Benelux trade in 1950 helped to relieve a recession in the
Belgian textile industry. In recent years, however, the burden of adjust-
ments involved in the wnion appears to have fallen mainly on Belgian
indUStvyi

It is even more difficult to evaluate the effect of Benelux
on the rest of the worlde An improvement in the terms of trade of Benelux
obviously means a corresponding deterioration in the terms of trade of
the rest of the worlde Apart from this factor, however, an improvement
in the real income of Benelux might also benefit its trading partners
(but only to the extent that intra~Benelux trade did not displace trade
with the rest of the world)e The very great importance of foreign trade
in the Benelux economies would tend to magnify such effectse

Perhaps the most important value of the Benelux experiment
is its significance as a case study in the problems of economic integra=—
tion. Projects for European (or North Atlantic) economic integration
must take cognizance of the difficulties encountered in Benelux. Even
if the prospects of wider integration prove disheartening, the experience
may direct attention to other and perhaps more promising methods of
achieving international economic cooperatione
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