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Abstract

The objective of this paper is to investigate the possible effects of a free
trade agreement (FTA) between the EU and ASEAN on the German
economy. We analyze the potential welfare and income gains, changes
in output and trade, which are likely to happen under different FTA
scenarios. The overall conclusion is that the aggregate effect on the
German economy is going to be positive, albeit relatively small. The
larger absolute gains will be attained in the major German export
sectors, such as cars and trucks; chemical, rubber and plastic prod-
ucts; machinery and equipment. These effects will by far exceed the
decreases expected in the agriculture and light industry, whose role in
the German economy is almost negligible.
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1 Introduction

The founding of the Association of the Southeast Asian Nations (ASEAN) in
1967 meant creation of an important and growing market for the EU countries
in Asia. Since then the EU has been trying to strengthen its economic
relationships with ASEAN in order to increase its influence in the region and
fearing competition from the USA, Japan, and South Korea. These attempts
have been intensified in the early 2000, the final goal being the achievement
of a free trade agreement (FTA) between the EU and ASEAN.

The objective of this paper is to investigate the possible effects of such
an agreement on the German economy®. We analyze the potential welfare
and income gains, changes in the output and trade as well as changes of
the foreign direct investment (FDI) from EU and Germany to the ASEAN;,
which are likely to happen under different FTA scenarios. This analysis is
important because it allows a careful consideration of various policy options
and provides necessary information for the European and German trade-
policy decision making.

The analysis is conducted using the GTAP 6 computable general equilib-
rium model and data base and encompasses an aggregation of 33 industries
that cover agriculture, manufacturing, and services sectors. The FTA is mod-
elled as a reduction or complete removal of the tariff barriers, which restrict
the trade in goods, and a reduction or complete removal of the non-tariff
barriers, which exist in the trade in services. Since the non-tariff barriers are
difficult to quantify, they are estimated using a gravity modelling approach.
To be more concrete, the non-tariff barriers are computed as a difference
between the trade value in a situation of free trade and the actual value of
the trade. One additional difficulty is related to the evaluation of the FTA’s
impact upon the FDI, for current version of the GTAP data base does not
contain information about the country of origin of the FDI. Therefore, the
partial equilibrium solution is applied. In other words, the GTAP simulated
values of the determinants of FDI are taken as input in the FDI equation,
where they are multiplied with the corresponding elasticities. These elastic-
ities stem from the literature on the determinants of FDI.

In addition to the FTA between the EU and ASEAN, the effects of several
potential or signed after 2001 FTAs are considered. These include the FTAs

IThis is a first such study concerning the German economy. To the best of our knowl-
edge, only Boumellassa et _al. (2006)) considered the effects of the FTA between the EU
and ASEAN. However, they concentrate on the economic impacts on the EU as a whole.



between ASEAN and Australia, China, Japan, Korea, and USA, on the one
hand, and an FTA between EU and Mercosur, on the other hand. Taking
these FTAs into account is important, since they can strongly affect the
outcomes of the EU-ASEAN free trade agreement. In particular, they can
reduce the gains from that agreement by diverting ASEAN’s trade towards
other countries.

The paper is organized as follows. In section 2, some key facts about
the EU and ASEAN economies as well as about their economic relationships
are analyzed. Section 3 introduces the simulation model and data, whereas
section 4/ reports the simulation results. Finally, section |5 concludes.

2 EU and ASEAN: Economic relations

2.1 Economic situation in the EU and ASEAN

Table [1 compares some key figures characterizing the EU25 and ASEAN
member economies. In particular, the their development levels, openness
degree, and degree of intra-regional integration are considered as measured
by GDP per capita, share of merchandise trade in GDP, and intra-regional
trade shares, respectively.

First, the development level is examined. In order to make this measure
comparable across countries, it was expressed in the purchasing power par-
ities (PPP). GDP per capita is on average higher in the EU25 than in the
ASEAN10. The average GDP per capita in the EU25 (28,288 international
dollars) is about six times bigger than that of the ASEAN10 (4868 interna-
tional dollars). Moreover, the development level among the ASEAN countries
is much more heterogeneous than that in the EU25. As shown in Table 1, the
variation coefficient of the GDP per capita in ASEAN is almost five times as
large as that in the EU25. According to their development level, the ASEAN
members can be divided into two groups: Myanmar, Cambodia, Laos, and
to certain extent also Vietnam can be classified as so-called Less Developed
Countries, whereas the remaining six ASEAN countries can be treated as
Middle Income countries. In the former subgroup, the average GDP per
capita is 2549 international dollars compared to 13,877 international dollars
in the latter subgroup. This division is also supported by the economic struc-
ture of these countries. Whereas in the middle-income countries an average
of 8% of GDP are produced in the primary sector, in Myanmar, Cambodia,



Laos, and Vietnam its share exceeds on average 39%.

Second key indicator to be considered here is the openness to trade mea-
sured as the trade in goods divided by GDP. The average openness to trade
of the ASEAN countries is more than two times higher than the openness in
the EU25. In the EU25, the most open economy is Belgium (180.8%), while
the least open is Greece (31.3%). Among the ASEAN members, the most
open economy is Singapore (385.6%, which is extremely high and is due to
its specific nature as a large center of trade), whereas the least open economy
is Laos (28.1%, a number comparable to that of Greece).

Third key indicator is the degree of intra-regional integration. It is mea-
sured as a share of trade of a country with the other members of the same
regional union to the total trade of this country. Here, the EU25 (aver-
age intra-regional trade 65.2%) turns to be much more integrated than the
ASEAN (average intra-regional trade 25.1%). In the EU25, the country with
the most integrated economy is the Czech Republic (82.0%), whereas that
with the lowest degree of regional integration is Greece (54.4%). In the
ASEAN10, the country, whose trade to the highest degree is oriented to the
regional market, is Laos (79.8%), while The Philippines are the country with
the lowest degree of regional integration (18.6%).

2.2 Trade between the Germany and ASEAN

As Tables 2 and 3 show, Germany and the ASEAN play relatively unim-
portant role in the each other’s foreign trade. In fact, Germany is the 9-th
(5-th) largest exporter to (importer from) ASEAN, whereas ASEAN is the 8-
th (7-th) largest exporter to (importer from) Germany. The ASEAN’s share
in German trade in goods is about 2%, while that of Germany is 3.1%. In
contrast, EU25 is a very important market for the ASEAN accounting for
12.5% of the ASEAN’s merchandise trade. The EU- and Germany-ASEAN
trade is characterized by a negative trade balance. EU25 (Germany) imports
by 40% (17%) more from the ASEAN than it exports to the ASEAN.

In the German goods exports to the ASEAN, the SITC group “Machinery
and transport equipment” has a share of 67.5% in the trade in goods and
thus occupies the first place among other SITC categories. It is followed by
the groups “Chemicals and related products” (12.7%) and “Manufactured
goods” (9.4%). Cambodia is the only country, for which the imports of
German pharmaceutical products are a more important item than machinery.

Among the goods that Germany imports from the ASEAN, machinery
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and transport equipment also play a dominant role with a share of 59.6%.
The SITC group “Miscellaneous manufactured articles” occupies in German
imports place two and has a share of 23.2%. Nevertheless, the structure
of German imports from the ASEAN varies, depending on the exporting
ASEAN member. Whereas Germany imports from Myanmar, Cambodia,
Laos (and to a certain degree also Vietnam) mainly textiles and clothes, its
imports from the more developed ASEAN countries, such as Malaysia, Sin-
gapore, and the Philippines, are by and large dominated by “Machinery and
transport equipment”, whose share on average achieves 80% of the value of
goods trade. Within this group, “Office, computing, and accounting ma-
chines, and parts and accessories” followed by the “Electronic components
and accessories” make up the largest share. German trade with ASEAN
members , with the exception for Brunei, in the period 1994-2004 was charac-
terized by positive growth rates. The largest increase in trade with Germany
was observed in Cambodia (+30.9%) and Vietnam (+15.4%).

In the German services trade with the ASEAN countries, the major role is
played by the transport services accounting for more than 38% of the value
of services trade. Among other things, this can be explained by the large
distance between Europe and Southeast Asia. Other important categories of
services include merchanting, construction, and overhead costs. Similar to
the goods trade, the services trade between Germany and ASEAN countries
in the recent years has been characterized mainly by the positive growth
rates.

2.3 Existing trade barriers

Governments usually erect trade barriers in order to protect their economy
against international competition, prevent anti-dumping or raise their rev-
enues. As tariff barriers are relatively easy to quantify, they could be elimi-
nated in bilateral and multilateral negotiations for almost all sectors. There-
fore, countries often use non-tariff barriers to protect important products
of their economy against international competition. The UNCTAD classi-
fies these measures into seven groups: price, finance, and quantity control
measures, automatic licensing measures, monopolistic, technical, and other
measures. In order to remove them, the partner countries can include re-
stricted items into their free trade agreements; they can adjust standards or
transform the non-tariff measures into their tariff equivalents (TE) to elim-
inate them like custom duties. To estimate the TEs both for goods and



services trade we used a typical gravity model. For details on the estimation
method see Appendix 1.

As Table 6 reporting both the actual tariff barriers and estimated non-
tariff barriers shows, both country groups apply the highest trade obstacles
in their primary sectors. The overall level of EU import protection is much
higher than that of the ASEAN. This applies also separately for the non-tariff
measures, especially because of the high EU protection in manufacturing.
ASEAN uses the non-tariff barriers mainly to protect its primary sector.

For ASEAN countries, the major obstacles to exports to the EU are con-
sidered to be technical standards, for a high safety as well as environmental
requirements in the EU. These are often difficult for developing countries to
meet, although they are not erected to limit trade. Import protections also
exist for certain sensitive agricultural products of interest to ASEAN. For
EU, the major trade and investment barriers erected from ASEAN are re-
strictions in service sectors, as well as national policies aimed at supporting
selected ASEAN industrial sectors (see Vision Group| (2006)).

3 Simulation model

3.1 Model and data

For the simulations, the standard GTAP model version 6.2a was used. The
standard GTAP model is based on the conventional neoclassical assump-
tions of utility- and profit-maximizing behavior of economic agents. The
regional utility is aggregated over private (non-homothetic) demands, public
demands, and investment demand. Production is characterized by a per-
fectly competitive, constant returns-to-scale technology. Bilateral imports
are differentiated by region of origin using the Armington specification. The
model incorporates five factors of production, where skilled /unskilled labor
and capital are perfectly mobile, whilst land and natural resources are both
sector-specific with the former moving “sluggishly” between production sec-
tors. In all factor markets, full employment is assumed, which reflects the
long-run equilibrium. Finally, investment behavior is described by a fictious
“oglobal bank”, which collects savings from each region and allocates them
across regions according to a rate of return or a fixed investment share mech-
anism. For more details see Hertel and Tsigas (1997)).

The GTAP 6 database contains data on 87 countries/regions and 57 sec-



tors. For the purposes of our analysis we have aggregated these data into 10
regions and 33 sectors. The 10 regions are: ASEAN (Indonesia, Malaysia,
Philippines, Singapore, Thailand, Viet Nam, and the rest of Southeast Asia),
EU24 (EU25 excluding Germany), Germany, Australia, China (People’s Re-
public of China and Hongkong), Japan, South Korea, USA, Mercosur (Ar-
gentina, Brazil, and Uruguay), and the rest of the world (ROW). The 33
sectors, following Boumellassa et al. (2006)), are aggregated as shown in Ta-
ble [7. This aggregation is designed in such a way as to reflect as well as
possible the specific trade pattern between the EU (Germany) and ASEAN.

3.2 Scenarios

The GTAP data used in this study refer to 2001. However, in the meanwhile
many new FTAs came into force, in which either ASEAN or the EU take
part (see Tables 4 and 5). In particular, the FTA between ASEAN and
China, which came into force in 2003, as well as that between ASEAN and
South Korea, which entered into force in 2006, play an important role and
are therefore included in the basic scenario.

Moreover, the EU and ASEAN plan several further FTAs, which can
strongly influence the impact of a potential FTA between the EU and ASEAN.
Therefore, the following FTAs, which are now being negotiated, are also in-
cluded in the basic scenario: EU-Mercosur, ASEAN-USA, ASEAN-Japan,
and ASEAN-Australia. Given the lack of the data in the GTAP database,
the potential FTA between ASEAN and GCC (Golf Cooperation Council) is
not simulated.

The scenarios examined in this study are listed in Table 8. The basic sce-
nario (scenario 0) is simulated, given no FTA between the EU and ASEAN.
It thus includes only the parallel FTAs. In the alternative scenarios from 1
through 4, different degrees of liberalization are simulated: from a partial
removal of the trade barriers (both tariff and non-tariff ones) in the EU-
ASEAN trade to their complete removal. For example, in scenario 2 a 50%
liberalization in the primary and tertiary sectors together with a 100% liber-
alization in the secondary sector are simulated. Contrary to the scenario 3,
which implies a complete removal of all trade barriers between the EU and
ASEAN, scenario 4 is based on the assumption that certain so-called sensitive
products are excluded from these liberalization measures. For the ASEAN
countries the list of sensitive products was created using a corresponding list,

which was included in the existing FTA between the ASEAN and China. A



product is contained in the list if at least one ASEAN member excluded
it from the liberalization of trade with China. The exclusion is modelled
at a relatively high aggregation level. Thus, for the ASEAN countries the
meat and other agricultural products are treated as sensitive ones. For the
EU countries the list of sensitive products is based on the FTA between the
EU and Chile, which came into force in 2005. According to this list, the
goods belonging to the group “Beverages, tobacco, and milk products”, are
excluded from the liberalization.

4 Simulation results

4.1 Welfare and real income effects

The welfare and income effects are measured here using the change in the real
GDP and that in the equivalent variation (EV) (see Table [9). Whereas the
former indicator is a more conventional measure, the EV is typically reported
in the literature on the economic policy as a more appropriate measure of
welfare effects. For instance, according to Kohli (2003)), the real GDP tends to
underestimate the real income effects, which are created through the changes
in the terms of trade. As can be seen from Table 9, the changes in real GDP
will be for all countries between -4 and 11.3 Billion Dollars. For ASEAN a
free trade agreement would provide the largest economic gains.

As the EU is a more important trade partner for ASEAN than ASEAN is
for the EU, the overall EU welfare gains would be around 38% smaller than
the ASEAN gains. This can also be explained by the effect of other (existing
or planned ASEAN) FTAs included in all five scenarios. The German welfare
gains would be about one quarter of those of the EU. Overall output effects
in the EU24 (Germany) would also be small — they are expected to increase
on average by +0.09% (for Germany between +0.05 and +0.06%).

4.2 Sectoral changes of the output

The largest output increases in the ASEAN are expected in textiles, clothing
and leather, where the output growth is estimated between 18% and 37%.
The contracting industries can also be found within the manufacturing sec-
tor. The three sectors cars and trucks (on average -9.9%), other transport
equipment (-12.5%) and metal and mineral products (-7.2%) would provide



the largest drops in output.

For the EU (including Germany) the largest output gains are expected
to occur in the primary products sector (+1.6%), although this relatively
large growth is due to the small absolute output of the primary sector in
the EU and Germany. Our analysis also predicts large positive effects of the
FTA upon the electronic equipment as well as machinery and equipment. In
Germany, the largest output increases are expected in such industries as cars
and trucks (on average +0.5%), metal and mineral products (+0.4%) as well
as chemical, rubber, and plastic products. The largest decline in output for
the EU (including Germany) could be found in the rice, meat, and leather
production.

4.3 Trade effects

As can be seen in Table 11, the ASEAN exports are predicted to go up by
2.6% thanks to the EU-ASEAN free trade agreement. The EU and Ger-
many’s export gains will be much smaller, namely 0.34% and 0.27%, respec-
tively. Since the other FTAs included in our simulations are mainly those of
the ASEAN, the difference between the average of scenario 1 to 4 and sce-
nario 0 for ASEAN is smaller (14%) than the difference for the EU24 (38%)
and for Germany (44%).

The export effects by sectors reported in Table 12/ are similar to the
output effects examined in the previous subsection. ASEAN is expected to
experience the largest increases in the primary sector, especially in sugar,
rice, and meat production. Large export gains could also be achieved in
the light industry. Compared to this, exports in heavy industry and in the
service sector would decrease.

The simulations show that in the EU24 (excluding Germany) the largest
export gains are expected for vegetable oils and fats sector (with an average
increase of +3.3%) as well as for primary products (with an average increase
of +2.5%), which can be explained by the small absolute size of these exports
from EU24 to ROW. Smaller relative increases in manufacturing (in particu-
lar, in electronic equipment; machinery and equipment; other manufactures)
correspond to large changes in absolute terms.

The simulated impact of the FTA upon Germany’s exports is similar to
that upon the EU24 exports. The largest growth rates are expected to take
place in the cars and trucks sector (an average increase across scenarios 1-4
is +0.83%) as well as chemical, rubber, and plastic products (an average
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increase by +0.72%). The German services exports are also expected to
increase, above all transport services (+0.77%) due to the large distance
between EU and ASEAN as well as in trade services (+0.76%).

5 Conclusion

In this study, the impact of a potential free-trade agreement between the EU
and the ASEAN on the German economy was examined. It appears that
the effects for the German economy will be rather small. However, in the
case of no FTA between the EU and ASEAN, the EU and Germany could
not take advantage of the benefits created by the trade liberalization. These
advantages could be taken by the other trade partners of the ASEAN, which
would imply a loss of Germany’s international competitiveness.

The observed changes at the sectoral level would have a positive impact
upon the German economy. The largest decline of production and exports
would take place in the primary sector (in particular, sugar, rice as well as
poultry, rabbits, and pork meat) and in the light industry (wearing apparel,
textiles, and leather). These losses would have relatively small effect on the
German economy compared to other EU members (e.g., Greece), since these
sectors are rather underrepresented in Germany. Hence their decline should
not be accompanied by a significant reduction of jobs. In contrast, the pro-
duction and exports of the manufacturing products (in particular, cars and
trucks; chemical, rubber and plastic products; machinery and equipment)
as well as of the services sector are expected to undergo a relatively large
increase. Given that these sectors have more importance for the German
economy in terms of the labor force and value added, the corresponding
gains are expected to more than offset the losses in the primary sector.
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Appendix 1

The estimation of “tariff equivalents” for trade in goods and services was
conducted using a two-step procedure similar to that in Park (2002).

At the first stage, the following equation was estimated using the OLS
method:

mi; = ap + a1 BU25 + asASEAN + asNAFTA + ayMercosur +
+asComLang + asGDP; + a;GDP_PC; + agRP; + agGDP; +
+0510GDP,PCJ' + CYHR]DJ' + &12Di8tij + €ij (1)

where m;; is the imports from country i to country j; EU25, ASEAN,
NAFTA, and Mercosur are the regional dummies, which equal 1, if exporter
and importer belong to the same country group, and 0, otherwise. (For ex-
ample, the dummy FU25 =1, if i € EU25 and j € EU25, but EU25 = 0, if
Vi,j ¢ EU25). ComLang is the common language dummy. It takes value 1,
if both in country ¢ and country 57 a common language is used, and 0, oth-
erwise. GD P, and GDP_PC}, are the real GDP and real GDP per capita in
country k (k =i, j), respectively; RPy is the relative price level in country k
(k =1,7). This price level was computed, following Philippidis and Sanjuén
(2007), as a ratio of the US dollar equivalent of PPP to the exchange rate
of foreign currency with respect to the US dollar (both variables are mea-
sured in 2001), and Dist;; is the geographical distance between the capitals
of country ¢z and j. The above equation is a typical gravity model, which
accounts for bilateral trade flows.

All variables, except constant and region dummies, are in logarithms.
Zero-trade entries, i.e., when the bilateral trade in certain item is zero, are
replaced by the minimum values across the corresponding sector. The data
on bilateral imports are taken from GTAP 6, the data on GDP are from
Global Insight’s database, whereas the distances were computed using the
great circular distance formula based on the geographical coordinates of the
capitals taken from the CIA World Factbook. All data refer to the year 2001,
since the GTAP 6 data are linked to that period. The number of countries is
69 (all countries from the GTAP 6 database excluding the country groups).

36 gravity equations were estimated: 33 for the sectors considered in our
simulations (these include 23 commodity and 10 service sectors) and 3 for the
highly aggregated sectors (primary sector=mining and agriculture, secondary
sector=manufacturing, and tertiary sector=services). The estimation results
are reported in Table [13.
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Most of the coefficient estimates are as expected. The GDP in levels
has coefficients close to 1 (average coefficients for the GDP of exporting and
importing countries are 0.591 and 0.637, respectively), the common language
has a positive coefficient (average coefficient is 0.456), whereas the distance is
negatively affecting the imports (average coefficient -0.575). The goodness-
of-fit of the estimated gravity models, as measured by the adjusted R?, varies
from 0.226 to 0.890 and is quite high on average reaching 0.629.

At the second stage, tariff equivalents (in percents of trade value) for
goods and services imported to country j from country i were computed
using the residuals of the above equation:

AFH,;

g

TE; = 100exp(— Y ) — 100 (2)

=1

where AF H;; is a deviation from free trade (AF H;; = €;; — max(€), where
€;; is a residual of equation (I); € is a vector of residuals of equation (1)),
I is the total number of trade partners of country j, and o is the elasticity
of substitution of imports. The corresponding elasticities of substitution are
taken from the GTAP 6 data base and are reported in Table 8.

Notice that the estimates of the tariff equivalents for services flowing
to and from ASEAN and EU25 as well as between them, were obtained by
adding up the corresponding residuals across member states. E.g., Easpan g =
> 2 ij, where i € ASEAN, j € EU.

13



Appendix 2

Table 1: Comparison of the key characteristics of the EU25 and
ASEAN member countries, 2006

EU25 ASEANI10
GDP per capita (PPP, 1000 current int. dollars)
Minimum 16.0 2.1
Average 28.3 4.9
Maximum 75.2 30.4
Variation coefficient 0.4 2.1
Openness to trade (% of GDP)
Minimum 31.3 28.1
Average 63.6 130.9
Maximum 180.8 385.6
Intra-regional trade (% of total trade)
Minimum 54.4 18.6
Average 65.2 25.1
Maximum 82.0 79.8

Source: ASEAN Statistics, Eurostat, IMF, and own calculations.
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Table 2: Germany’s major trading partners 2005

bn. $ % of total

Rank Partner

bn. $ % of total

Exports

Rank Partner
1 EU24 620.0
2 USA 86.1
3 Switzerland 37.4
4 China 26.4
5 Russia 21.4
6 Japan 16.6
7 Turkey 15.9
8 ASEAN 15.7
9 Korea 8.8
10 South Africa 8.3
11 Mexico 7.3
12 Norway 7.1
13 Canada 6.8
14 Brazil 6.8
15 Romania 6.6

ROW 85.8

World total
(wo ASEAN) 977.0

63.5
8.8
3.8
2.7
2.2
1.7
1.6
1.6
0.9
0.8
0.8
0.7
0.7
0.7
0.7
8.8

100.0

© 0 3 O U W N

Imports

EU24 458.3
USA 51.4
China 49.4
Switzerland 29.3
Russia 26.9
Japan 26.6
ASEAN 20.0
Norway 18.6
Korea 11.2
Turkey 10.3
Brazil 7.1
Libya 4.8
Romania 4.3
India 4.2
South Africa 4.2
ROW 50.4
World total

(wo ASEAN) 776.9

59.0
6.6
6.4
3.8
3.5
3.4
2.0
2.4
1.4
1.3
0.9
0.6
0.5
0.5
0.5
6.5

100.0

Source: IMF and own calculations.
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Table 3: ASEAN’s major trading partners (extra-ASEAN mer-

chandise trade) 2005

bn. $ % of total

Rank Partner

bn. $ % of total

Exports

Rank Partner
1 USA 92.9
2 Japan 72.8
3 China 52.3
4 Korea 24.4
5 Australia 19.6
6 Netherlands 17.0
7 India 15.0
8 Hong Kong 13.9
9 Germany 18.7
10 UK 11.0
11 Taiwan 8.3
12 France 6.6
13 Belgium 3.2
14 Canada 3.1
15 Italy 2.9

ROW 127.6

World total
(wo ASEAN) 484.3

19.2
15.0
10.8
5.0
4.1
3.5
3.1
2.9
2.8
2.3
1.7
1.4
0.7
0.6
0.6
26.3

100.0

© 0~ D WD

Imports

Japan 81.1
China 61.1
USA 61.0
Korea 23.6
Germany 14.7
Australia 11.6
Taiwan 11.5
India 8.0
France 7.2
UK 6.8
Saudi Arabia 6.4
Hong Kong 5.6
Italy 4.5
Netherlands 3.8
Russia 3.2
ROW 125.7
World total

(wo ASEAN) 435.7

18.6
14.0
14.0
5.4
3.4
2.7
2.6
1.8
1.7
1.6
1.5
1.3
1.0
0.9
0.7
28.8

100.0

Source: ASEAN Statistics and own calculations.
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Table 4: Bilateral FTAs of the EU

Country/ GDP in EU goods trade, billion USD, 2005 FTA  Year of
region billion EU EU Trade Total status  entry
USD, exports imports balance trade into
2005 to from force
ASEAN 897.9 48.9 66.2 -17.3 115.1 B
CAN? 237.5 5.7 9.8 -4.1 15.5 B
Central America® 82.2 4.6 6.4 -1.8 10.9 B
GCO© 618.2 62.5 46.2 16.3 108.7 B
India 809.7 26.5 24.3 2.2 50.8 C
Korea 791.3 25.4 43.7 -18.2 69.1 B
Mercosur? 1088.2 25.8 41.3 -15.5 67.1 B
Egypt 93 10.6 6.6 4 17.1 A 2004
Chile 119 4.9 10.7 -5.9 15.6 A 2003
Libanon 22.1 3.9 0.3 3.7 4.2 A 2003
Croatia 38.8 13.4 5.1 8.2 18.5 A 2002
Jordan 12.9 2.9 0.3 2.6 3.3 A 2002
FYROM*® 5.8 2 1.3 0.7 3.2 A 2001
South Africa 241.7 22.9 22.9 0 45.8 A 2000
AKP Group? 477.9 62.1 67.8 -5.7 129.9 A 2000
Morocco 51.6 14.6 11.4 3.2 26.1 A 2000
Israel 131.2 17 12.6 4.3 29.6 A 2000
Mexico 767.9 20.9 10.7 10.2 31.6 A 2000
Tunisia 28.7 9.9 8.6 14 18.5 A 1998
Palestine na na na na na A 1997
Faroe Islands na 0.5 0.5 0 0.9 A 1997
Syria 27.9 3.5 3.7 -0.1 7.2 A 1977
Algeria 103.1 13.1 26 -12.9 39 A 1976
EFTA 689.6 149.6 173.5 -23.9 323.1 A 1973
OCTs4 na na na na na A 1971
Subtotal 6438.3 166.7 208.6 -36.9 370.3
EU25 total 13583.6 1333.5 1472.7 -139.2 2806.2

?Comunidad Andina de Naciones: Bolivia, Columbia, Ecuador, and Peru.

bCentral America: Guatemala, El Salvador, Honduras, Nicaragua, Costa Rica, and
Panama.

¢Gulf Cooperation Council.

dArgentina, Brazil, Paraguay, and Uruguay.

¢The Former Yugoslav Republic of Macedonia.

fgroup of the African, Caribbean, and Pacific states, 79 countries, here excluding the
South Africa in order to avoid double count.

90verseas Countries and Territories.

Sources: Francois (2007); Global Insight; Eurostat; IMF.
Note: A = agreed; B = under negotiation; C = under consideration.
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Table 5: Bilateral FTAs of the ASEAN

Country/ GDP in ASEAN goods trade, billion USD, 2005  FTA Year of

region billion EU EU Trade Total status entry
USD, exports imports balance trade into
2005 to from force

China 22441 52,3 61,1 -8,9 113,4 A 20107 & 20157

India 809,7 15,0 8,0 7,1 23,0 B 2011 & 2016

Japan 45534 72,8 81,1 -8,3 153,8 B

Korea 791,3 24.4 23,6 0,8 48.0 A 2006

EU25 13583,6 66,2 48,9 17,3 115,1 B¢

USA 12433,9 92,9 61,0 32,0 153,9 B

Australia 710,9 19,6 11,6 8,1 31,2 B

New Zealand 108,8 2,6 1,5 1,2 4.1 B

Subtotal 35235,7 360,6 307,4 53,2 668,0

ASEAN total 897,9 648,1 576,7 71,4 1224,9

%with six ASEAN members

bwith other four ASEAN members

°with exception of Thailand

dwith individual ASEAN members, possibly with exception of Burma
Sources: Global Insight; ASEAN Trade Statistics.
Note: A = agreed; B = under negotiation; C = under consideration.
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Table 6: Bilateral trade barriers between EU25 and ASEAN clas-

sified by sectors

Sector EU25 trade barriers for ASEAN trade barriers for
ASEAN imports EU25 imports
tariff  non-tariff tariff + tariff — non-tariff tariff +
barriers barriers  non-tariff | barriers barriers  non-tariff
barriers barriers
Primary sector
Non-agricultural primary products 0.0 32.1 32.1 1.5 155.1 156.6
Fishing 3.0 23.5 26.5 1.4 29.1 30.5
Rice 96.2 64.6 160.8 5.8 76.9 82.7
Sugar 53.9 85.4 139.3 35.3 50.2 85.5
Poultry 23.9 31.9 55.8 7.8 35.7 43.5
Animals and other meat 0.6 27.2 27.8 1.1 36.6 37.7
Other agricultural products 2.7 31.4 34.1 11.9 12.5 24.4
Vegetable oils and fats 5.0 48.8 53.8 4.8 75.1 79.9
Beverages, tobacco, and diary 17.0 44.2 61.2 12.9 7.4 20.3
Food products 12.0 40.3 52.3 11.3 13.0 24.3
Secondary sector
Apparel 9.6 10.7 20.3 11.5 25.2 36.7
Textile 7.7 30.9 38.6 11.1 15.7 26.8
Leather 8.6 34.8 43.4 5.9 42.1 48.0
Wood products 1.1 21.5 22.6 6.8 28.9 35.7
Cars and trucks 5.5 42.6 48.1 28.5 27.9 56.4
Other transport equipment 2.5 9.3 11.8 1.3 3.7 5.0
Metal and mineral products 2.2 24.5 26.7 5.8 0.0 5.8
Paper and publishing 0.1 24.6 24.7 5.3 12.8 18.1
Chemical, rubber, and plastic products 2.3 26.0 28.3 4.7 4.3 9.0
Electronic equipment 0.9 20.7 21.6 1.4 0.0 1.4
Machinery and equipment 0.9 18.0 18.9 3.0 0.0 3.0
Other manufactures 1.2 12.2 13.4 5.1 13.8 18.9
Tertiary sector

Dwellings — — — — —
Transport — 24.5 24.5 — 13.3 13.3
Air transport — 4.2 4.2 — 3.9 3.9
Recreation and other services — 11.8 11.8 — 14.2 14.2
Financial services — 21.9 21.9 — 20.9 20.9
Business services — 23.4 23.4 — 0.0 0.0
Energy and water supply — 26.7 26.7 — 54.2 54.2
Public interest services — 9.2 9.2 — 15.7 15.7
Communication — 15.9 15.9 — 21.5 21.5
Construction — 33.2 33.2 — 32.8 32.8
Trade — 38.2 38.2 — 22.0 22.0

Sources: GTAP 6 Data Base; own estimations.
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Table 7: Mapping between our model’s aggregation and that

of GTAP 6

Our aggregation

‘ GTAP aggregation

Non-agricultural primary products

Primary products

Coal

Oil

Gas
Minerals nec

Agriculture and food

Fishing
Rice

Sugar
Poultry

Animals and other meat

Other agricultural products

Vegetable oils and fats
Beverages, tobacco, and diary

Food products

Fishing

Paddy rice

Processed rice

Sugar cane, sugar beet
Sugar

Meat products

Raw milk

Wool, silk-worm cocoons
Wheat

Cereal grains nec
Vegetables, fruit, nuts
Oil seeds

Plant-based fibers

Crops nec

Animal products nec
Vegetable oils and fats
Dairy products
Beverages and tobacco products
Food products nec

I

ndustry

Apparel
Textiles
Leather
Wood products

Cars and trucks
Other transport equipment
Metal and mineral products

20

Wearing apparel

Textiles

Leather products
Forestry

Wood products

Motor vehicles and parts
Transport equipment nec
Mineral products nec

Bovine cattle, sheep and goat meat products

Bovine cattle, sheep and goats, horses



Table 7: Mapping between our model’s aggregation and that
of GTAP 6 (continued)

Our aggregation GTAP aggregation
Ferrous metals
Metals nec
Metal products
Paper and publishing Paper products, publishing
Chemical, rubber, and plastic products Petroleum, coal products
Chemical, rubber, plastic products
Electronic equipment Electronic equipment
Machinery and equipment Machinery and equipment nec
Other manufactures Manufactures nec
Services
Dwellings Ownership of dwellings
Transport Transport nec
Water transport
Air transport Air transport
Recreation and other services Recreational and other services
Financial services Financial services nec
Insurance
Business services Business services nec
Energy and water supply Electricity
Gas manufacture, distribution
Water
Public interest services Public admin. and defence, education, health
Communication Communication
Construction Construction
Trade Trade
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Table 8: Alternative simulation scenarios: Removing trade barriers

(in %)
Scenario 0 Scenario 1 Scenario 2 Scenario 3 Scenario 4
no EU- excluding
ASEAN sensitive
FTA products
FTA between the EU and ASEAN
Primary sector 0 50 50 100 100
Secondary sector 0 100 100 100 100
Tertiary sector 0 25 50 100 100
Other FTAs
Primary sector 100 100 100 100 100
Secondary sector 100 100 100 100 100
Tertiary sector 100 100 100 100 100
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Table 11: Changes of real merchandize exports, in %

Scenario 0 Scenario 1 Scenario 2 Scenario 3 Scenario 4
ASEAN 2.28 2.66 2.66 2.64 2.63
EU24 0.21 0.33 0.33 0.35 0.35
Germany 0.15 0.26 0.26 0.28 0.28
ROW -0.08 -0.10 -0.10 -0.10 -0.10
Australia 0.75 0.71 0.71 0.70 0.70
China 1.40 1.35 1.35 1.34 1.34
Japan 0.81 0.81 0.81 0.80 0.80
Korea 0.50 0.51 0.51 0.51 0.51
USA 0.51 0.50 0.50 0.49 0.49
Mercosur 1.77 1.78 1.78 1.79 1.79
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