
Othman, Jamal; Jafari, Yaghoob

Article

Does ASEAN Freer Trade Benefit Malaysia?

Aussenwirtschaft

Provided in Cooperation with:
University of St.Gallen, School of Economics and Political Science, Swiss Institute for International
Economics and Applied Economics Research

Suggested Citation: Othman, Jamal; Jafari, Yaghoob (2010) : Does ASEAN Freer Trade Benefit
Malaysia?, Aussenwirtschaft, ISSN 0004-8216, Universität St.Gallen, Schweizerisches Institut für
Aussenwirtschaft und Angewandte Wirtschaftsforschung (SIAW-HSG), St.Gallen, Vol. 65, Iss. 2, pp.
191-214

This Version is available at:
https://hdl.handle.net/10419/231197

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/231197
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Does ASEAN Freer Trade Benefit Malaysia?

Jamal Othman and Yaghoob Jafari**
Universiti Kebangsaan Malaysia

This paper examines the impact of intra-ASEAN trade liberalization (AFTA) using a multi-
country, computable general equilibrium model (GTAP Model) with special focus on Mal-
aysia. The study considers the full elimination of intra-ASEAN import taxes and export
subsidies. Results suggest that Malaysia’s GDP would only increase marginally while the
effects on the individual commodity sectors in the country differ substantially. Specifically,
Malaysian processed food and textiles are anticipated to expand pronouncedly following
the intra-ASEAN freer trade.

Key Words: ASEAN Free Trade (AFTA), GTAP, CGE Trade Model, AFTA
Impact on Malaysia, Trade liberalization

JEL Codes: F15, D58

Introduction

In recent years, there has been a proliferation of bilateral and multilateral
Free Trade Agreements (FTAs) across the globe. To date, Malaysia herself
has committed to implement two bilateral FTAs and four regional FTAs.
The two bilateral FTAs are with Japan (MJEPA) and Pakistan (MPCEPA),
while the latter are the ASEAN Free Trade Area (AFTA), ASEAN-Japan
Close Economic Partnership Agreement (AJCEP), ASEAN-Korea Free
Trade Agreement (AKFTA) and the ASEAN-China Free Trade Agreement
(ACFTA). Malaysia is currently negotiating further bilateral FTAs with
Australia, Chile, India, New Zealand, the United States, the European
Union, and the Gulf Cooperation Council (GCC).

The Association of Southeast Asian Nations (ASEAN) comprises ten mem-
ber-countries, that is Indonesia, Malaysia, Philippines, Singapore, Lao PDR,
Myanmar, Cambodia, Brunei Darussalam, Thailand, and Vietnam. As of
2007, the ASEAN region has a combined population of 575 million (third
after China and India), a total area of 4.5 million square kilometers, total
nominal GDP of some US$ 1.3 trillion, and a total trade (intra and extra
ASEAN) of US$ 1.5 trillion (ASEAN SECRETARIAT STATISTICS 2009a). Ow-
ing to its sheer economic size and unexploited resources, the ASEAN region
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under an Economic Union framework potentially represents a global power-
house in the near future.

All ASEAN member countries have agreed to implement the AFTA as a
means of increasing intra ASEAN trade. The AFTA was incepted by the
introduction of the Common Effective Preferential Tariff Scheme (CEPT)
in 1993 to eliminate intra-ASEAN import tariffs. ASEAN-6 was supposed
to remove duties on all products by 2010 with the exception of some highly
sensitive unprocessed agricultural products (ASEAN SECRETARIAT STATIS-
TICS 2009b). Special privileges were also given to Indonesia and the Philip-
pines for certain agricultural products (rice and sugar) by 2015. The CEPT
Agreement was reviewed and updated in August 2007 to provide the basis
for a comprehensive framework for Trade in Goods (TIG) Agreement for
the implementation of AFTA (MATRADE 2009).

This study examines the effects of removing all intra-ASEAN import tariffs
and export subsidies in light of AFTA implementation. In particular, this
paper investigates the impacts of such regional FTA on the Malaysian econ-
omy.

Model, Dataset and Scenario

Most contemporary studies on the impacts bilateral or regional trade liber-
alization have used the GTAP model (ACAR, ALPAY, BAKIMLI and KOC

2009).The GTAP model is comparative static, exogenous policy, multi-coun-
try and utilized a general equilibrium framework. The standard GTAP as-
sumes constant returns to scale production technology and competitive
market structure in an economy. It also assumes imperfect substitution be-
tween foreign and domestic goods and between alternative sources of im-
ports (Armington assumption). This study uses the latest GTAP7 database
which carries a snapshot of the 2004 world economy. The database has 113
regions (aggregates of 226 countries) and 57 sectors. The sectoral defini-
tions in the database follow the Central Product Classification (CPC) for
agricultural & food processing and ISIC for all others. Note that, dynamic
effects and other technology variant for certain sectors were not considered
in the study. Therefore, the effects and potential gains from trade liberali-
zation espoused in this study are highly likely modest or underestimated.
Details of the GTAP model and its latest database can be found in HERTEL

(1997) and BADRI and WALMSLEY (2008), respectively.
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In this study, the world economy was modeled to comprise the ASEAN in-
dividual economies (excluding Brunei), the US, Japan, China, and the Rest
of the World aggregate while 6 aggregate economic sectors were considered.
The regional and sectoral aggregations are shown in Appendix I. Here the
113 original regions in the GTAP7 database are mapped into 13 new regions
and 57 original sectors mapped into 6 new sectors.

The study examined a full regional liberalization where the entire intra-
ASEAN import tariffs and export subsidies for all commodities were elim-
inated. This was in light of AFTA which has commited itself to full liberal-
ization of the entire agricultural sector by 2015.

Basic Data

This section examines pre-FTA simulation of bilateral trade situation for
each of the ASEAN member economies.Table 1 depicts the initial bilateral
trade amongst ASEAN member countries and across other regions.

Table 1: Initial Bilateral Trade

Source: GTAP7 database

Trade Partners

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

JAPN 0 0.152 0.222 0.015 0.022 0 0.033 0.026 0.015 0 0 0.005 0.51 1

CHIN 0.132 0 0.272 0.012 0.014 0.001 0.011 0.019 0.008 0.001 0 0.008 0.522 1

US 0.081 0.047 0 0.005 0.012 0 0.008 0.02 0.004 0 0 0.002 0.821 1

INDO 0.162 0.096 0.136 0 0.04 0.001 0.025 0.078 0.014 0.001 0 0.008 0.44 1

MALY 0.094 0.148 0.188 0.017 0 0.001 0.038 0.103 0.012 0.001 0 0.008 0.391 1

CAMB 0.039 0.011 0.47 0.002 0.004 0 0.014 0.015 0.001 0 0 0.032 0.412 1

THAI 0.121 0.122 0.156 0.024 0.047 0.005 0 0.041 0.015 0.005 0.004 0.018 0.442 1

SPOR 0.06 0.111 0.106 0.071 0.089 0.001 0.031 0 0.019 0.003 0 0.018 0.49 1

PHIL 0.174 0.107 0.158 0.008 0.05 0 0.028 0.06 0 0 0 0.004 0.411 1

MYAN 0.061 0.054 0.013 0.006 0.035 0 0.343 0.024 0.001 0 0 0.006 0.456 1

LAO 0.027 0.021 0.086 0.001 0.002 0.001 0.173 0.005 0 0 0 0.11 0.575 1

VIET 0.125 0.095 0.194 0.012 0.018 0.006 0.024 0.043 0.01 0 0.002 0 0.472 1

ROW 0.039 0.051 0.165 0.005 0.006 0 0.007 0.01 0.003 0 0 0.002 0.713 1

R
ep

or
ti

ng
C

ou
nt

ri
es

Total 0.051 0.057 0.158 0.007 0.01 0 0.01 0.015 0.005 0 0 0.003 0.682 1
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As seen in Table 1, the US, China, Singapore and Japan are major trade
partners for Malaysia. Intra-ASEAN trade in general has been extremely
low. Singapore is Malaysia’s most important trade partner (10.3 percent),
followed by Thailand (3.8 percent), Indonesia at 1.7 percent, while Lao PDR
has almost zero percent trade share with Malaysia. Thailand, on the other
hand is a substantial trade partner for Myanmar and Lao PDR.

Tables 2 and 3 provide information about the decomposition of Malaysian
exports and imports, respectively. Manufacturing and agricultural goods
form the most important export products of Malaysia to Singapore. Indo-
nesia has been Malaysia’s important source of imports for agricultural pro-
ducts (AGRI), extraction industry products (EXTR) and processed food
(FOOD). Malaysia also imports substantial processed food products from
Thailand.

Table 2: Decomposition of Malaysian Exports by Sector

Source: GTAP7 database

Table 3: Decomposition of Malaysian Imports by Sector

Source: GTAP7 database

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 0.001 0.153 0.118 0.134 0.001 0.057 0.024 0.001 0.009 0 0.01 0.491

EXTR 0.005 0.041 0.015 0.143 0 0.023 0.016 0.001 0.012 0 0.067 0.676

FOOD 0.007 0.083 0.051 0.142 0 0.143 0.067 0.014 0.005 0 0.045 0.442

TEXT 0.045 0.401 0.017 0.077 0.001 0.066 0.065 0.003 0.003 0 0.019 0.303

MANU 0.161 0.097 0.133 0.027 0 0.06 0.158 0.031 0 0 0.002 0.33

SVCS 0.029 0.015 0.162 0.003 0 0.007 0.019 0.002 0 0 0.002 0.761

Total 0.13 0.095 0.127 0.035 0 0.056 0.13 0.025 0.001 0 0.006 0.395

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 0.103 0.02 0.034 0.026 0.001 0.046 0.413 0.007 0 0 0.006 0.343

EXTR 0.256 0.113 0.034 0.036 0 0.093 0.046 0.016 0 0 0.009 0.397

FOOD 0.047 0.178 0.053 0.023 0.001 0.018 0.073 0.017 0.007 0 0.014 0.568

TEXT 0.04 0.052 0.235 0.014 0.015 0.014 0.096 0.007 0.001 0 0.02 0.505

MANU 0.087 0.164 0.219 0.016 0 0.039 0.117 0.012 0.001 0 0.007 0.338

SVCS 0.06 0.023 0.124 0.008 0 0.007 0.017 0.002 0 0 0.002 0.757

Total 0.092 0.148 0.19 0.017 0.001 0.038 0.103 0.012 0.001 0 0.008 0.39
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Tables 4 and 5 present the import taxes and export subsidies instituted by
Malaysia to other regions.

Table 4: Import Taxes by Malaysia (Base case) (% Ad valorem rate)

Source: GTAP7 database

Table 5: Export Subsidies by Malaysia (Base case) (% Ad valorem rate)

Source: GTAP7 database

Malaysia has been imposing heavy import tariffs for the importation of agri-
cultural and food products from Cambodia and Philippines. Imports of food
products from Lao PDR and Singapore have also been subjected to marked
taxes. On the other hand, Malaysia in general has not been subsidizing her
exports to all the ASEAN markets (Table 5). Tax and subsidy rates for all
other ASEAN countries are shown in Appendix II.

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR -2.33 0.698 0.499 1.242 0.99 1.295 1.078 1.288 -1.248 1.342
-

0.047
-

0.174 4.631

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0 0 0 0 0 0 0 0 0 0
-

1.188
-

1.188

MANU 0 0 0 0 0 0 0 0 0 0 0 0 0

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0

Total -2.33 0.698 0.499 1.242 0.99 1.295 1.078 1.288 -1.248 1.342
-

0.047
-

1.363 3.443

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 16.81 6.925 30.53 11.54 151.3 9.728 1.338 188.9 0.114 0.196 16.18 11.43 445

EXTR 0.458 1.435 0.518 0.397 0.059 0.105 0.083 0.046 0.163 0 2.259 1.563 7.086

FOOD 37.75 32.58 39.51 22.42 106.2 3.158 41.85 11.45 3.465 125.9 3.304 16.75 444.4

TEXT 14.03 18.53 14.29 4.214 4.845 3.375 3.775 4.601 4.986 4.658 4.236 13.4 94.94

MANU 10.35 5.146 2.022 1.614 0.703 1.844 0.804 0.381 0.318 1.796 2.285 6.642 33.9

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 79.39 64.62 86.86 40.19 263.1 18.21 47.85 205.4 9.046 132.5 28.27 49.78 1025
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Simulation Results

This study considers a full elimination of all intra-ASEAN trade protec-
tionism (import tariffs) and enhancement policies (export subsidies) for all
sectors. Effects on selected economic variables with special focus on Mal-
aysia are discussed below.

i Real GDP

Impacts on GDP for the individual region are depicted in Table 6.

Table 6: Impacts on GDP

Source: Simulation results

As shown in Table 6, the GDPs of Cambodia,Thailand,Vietnam and Myan-
mar potentially decline marginally. This may be attributed to the relatively
higher imposition of taxes for imported products into these countries prior
to AFTA. Malaysia’s GDP is poised to gain the most (0.17 percent), fol-
lowed by Lao PDR, Philippines, Singapore and Indonesia. It is clear that
countries which have been facing relatively higher and more extensive im-

Regions
Percentage

Change

JAPN 0

CHIN 0

US 0

INDO 0.04

MALY 0.17

CAMB -0.12

THAI -0.03

SPOR 0.04

PHIL 0.11

MYAN -0.02

LAO 0.16

VIET -0.09

ROW 0
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port tariffs for their products would stand to gain in GDP following a full
removal of intra-ASEAN tariffs.

Overall, the potential GDP change under AFTA would be rather minute as
suggested by the results.This is however, not unexpected, given the extreme-
ly low intra-ASEAN trade prior to the implementation of AFTA. The im-
pacts of AFTA on the individual economic sectors will be more meaning-
ful and pose greater policy implications.These are discussed in the following
sub-sections.

ii Sectoral Outputs and Trade Balance

Impacts on Malaysian sectoral outputs and trade balance are given in Table 7.

Table 7: Change in Malaysia’s Sectoral Output and Trade Balance

Source: Simulation results

Under a full fledge AFTA, the outputs for textile industry (TEXT) and the
processed food (FOOD) sectors are expected to increase substantially by 9
and 7 percents, respectively.These are also accompanied by strong increases
in trade balance. On the other hand, outputs and trade balances for the agri-
culture sector (AGRI), extraction industry (EXTR), and especially manu-
facturing (MANU) and services (SERV) sectors contracted substantially.

Recall that this study deals with aggregate sectors. It is possible that certain
individual commodities, for instance vegetable oils (aggregated under
AGRI) may see a gain. However, such precise analyses of sectoral impacts
would require greater disaggregation of sectors. Nevertheless, it has been

Sectors
Percent Change

in Output
Change in Trade

Balance (USD Millions)

AGRI -0.51 -22.83

EXTR -0.41 -42.58

FOOD 6.60 544.01

TEXT 8.88 221.85

MANU -0.47 -493.29

SERV -0.31 -218.72

Total -11.56
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clear the increase in Malaysian GDP would come mainly from increases in
value adding activities in the textile and processed food sectors.

iii Bilateral Exports and Imports

Tables 8 and 9 below show how bilateral exports and imports, respectively,
by Malaysia may be affected by AFTA.

Table 8: Change in Bilateral Imports by Malaysia (% Change)

Source: Simulation results

Table 9: Change in Bilateral Exports by Malaysia (% Change)

Source: Simulation results

Results indicate Malaysian imports may increase very substantially from
countries which have been subjected to significant import tariffs prior to
AFTA (Table 8). Likewise, for Malaysian exports. Interestingly, textile pro-
ducts (TEXT) represent the only Malaysian sector that shows increases in
both imports and exports in the ASEAN markets. Processed foods (FOOD)
will also make greater inroads, especially into the Thai and Vietnamese mar-

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 6.973 6.95 8.289 19.44 -15.64 106.7 118.8 14.27 32.33 5.487 0.31 39.38 7.628

EXTR -1.072 -1.105 -1.202 0.792 -2.594 -21.4 0.96 -0.501 30.57 9.604 3.166 -1.683 -1.165

FOOD 6.16 5.489 6.318 22.46 -22.55 9.384 411.9 18.42 -1.19 -5.309 5.377 52.97 6.046

TEXT 3.347 3.342 3.433 22.92 1.326 247.3 171.7 4.645 24.71 64.69 37.68 40.47 3.413

MANU -1.533 -1.533 -1.603 8.649 -2.833 28.82 17.27 -0.618 5.744 5.748 -11 19.89 -1.595

SVCS -1.741 -1.768 -1.711 -1.135 -0.985 -0.421 -0.364 -0.6 -0.952 -2.067 -5.255 -2.073 -1.709

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI -22.35 -22.15
-

22.31 29.23 -15.64 3524 18.68 -19.85 8316 -21
-

15.73 56.26 -22.27

EXTR -1.33 -1.21 -1.35 1.87 -2.59 24.94 -3.2 -4.66 -0.18 -2.58 -6.59 26.31 -1.37

FOOD -27.56 -27.43
-

27.58 95.31 -22.35 -1801 -15.41 297.2 19.22 -11.63 -3352
-

12.84 -27.56

TEXT -2.25 -2.16 -2.36 32.19 1.33 48.59 22.89 24.14 35.62 47.56 59.5 35.81 -2.34

MANU -1.09 -1.09 -1.19 9.51 -2.83 21.7 11.42 1.38 0.76 0.79 21.33 20.06 -1.19

SVCS 0.86 0.9 0.79 -0.38 -0.98 -3.02 -2.02 -3.02 -0.6 1.25 6.14 0.72 0.8
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kets. Malaysian exports to Indonesia and Thailand for all sectors except
SVCS are expected to improve. Exports of agricultural goods to Cambodia,
Thailand and Vietnam will also show a profound increase of some 107, 118
and 39 percents, respectively. Most strikingly, imports of agricultural pro-
ducts from Cambodia and the Philippines will be magnified greatly by more
than 3000 and 8000 percents, respectively. On the other hand imports of
FOOD from Cambodia and Lao PDR are poised to decline markedly.

Changes in bilateral exports and imports give rise to the net effect on trade
balance for the individual sectors, as depicted in Table 7 earlier. By merely
comparing the percentage changes between both imports and exports, with-
out considering the changes in absolute values may not readily provide any
clue on the likely trade balance effects. Interested readers are referred to
Appendix III to have an appreciation of the magnitude and differences in
absolute values between pre and post AFTA simulation for each commod-
ity sector.

iv Domestic and Export Market Share Changes

Table 10 compares the domestic and export market share between the pre
and post AFTA simulation scenario for each commodity sector. Clearly, only
two sectors – FOOD and TEXT reflect a marked change in both domestic
and export demand shares. For the two sectors, domestic and export mar-
ket demand share declines and increases, respectively. Results strongly sug-
gest that changes in market demand structure for processed food and tex-
tiles and consequently output augmentation have been strongly induced by
export demand, i.e., the removals of the intra-ASEAN trade protectionism
measures. However, for the overall economy both market shares appear to
be stable in the AFTA scenario.
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Table 10: Domestic and Export Market Shares

Source: GTAP7 Data base and simulation results

v Regional Welfare

Table 11 illustrates the impact of intra-ASEAN free trade on welfare and
its decomposition for Malaysia. It can be seen that the increase in Malaysia’s
welfare of USD282 mill is mainly a result of improvement in allocative ef-
ficiency of resources and to a lesser extent by improvements in Malaysia’s
terms of trade. Note that this allocative efficiency constitutes the change in
the country’s GDP following AFTA.

Table 11: The impact on Malaysian Welfare (EV, Million USD)

Source: Simulation results

It is quite intriguing to observe that a full AFTA would rather lead to wel-
fare decreases in the textile sector (evidently a ‘star’ sector as far as output
and export growth are concerned), while welfare in agriculture, extraction

Pre-Simulation Post-Simulation

Domestic demand
share

Export market
share

Domestic demand
share

Export market
share

AGRI 0.846 0.154 0.846 0.154

EXTR 0.551 0.449 0.553 0.447

FOOD 0.483 0.517 0.443 0.557

TEXT 0.291 0.709 0.278 0.722

MANU 0.29 0.71 0.288 0.712

SVCS 0.817 0.146 0.818 0.145

Total 0.467 0.523 0.464 0.526

Decomposition of Welfare Change
Change in

Welfare Allocative
Efficiency

Terms of
Trade

Other

Malaysia 282.201 189.783 99.383 -6.965
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industry and as expected the processed food sector increases – see Table
12. From economic theory, however, it will be clear that output and export
expansion (decline) need not necessarily be welfare augmenting (degra-
ding). As seen in the table, the agriculture sector is set to enjoy the highest
welfare gains, followed by processed food. Manufactures are expected to
face a substantial welfare loss while welfare decline for textiles and services
will only be marginal.

Table 12: Allocative Efficiency Effect by Commodity Groups (EV, Million $)

Source: Simulation results

Conclusion and Remarks

Overall, intra-ASEAN free trade is likely to produce a small effect on mem-
ber countries’ GDP including Malaysia due to the particularly small existing
intra-trade between them. Nevertheless, it is expected Malaysia’s GDP and
overall national welfare would gain the most relative to other ASEAN
member countries. The direction and magnitude of impacts for each sector
are projected to be considerably different. Increased outputs and exports
are expected to be seen for textiles and processed food while other sectors
would experience marginal contraction. However, the agriculture sector is
anticipated to enjoy the highest welfare gains (EV) followed by processed
food. Generally, an AFTA is beneficial to Malaysia. However, more compre-
hensive studies are warranted in order to access the repercussions on indi-
vidual disaggregated commodities and especially to take into account emerg-
ing issues such as agricultural multi-functionality, trade-environment effects
and the so-called ‘development box’ which has taken the limelight in recent
trade negotiations.

Agriculture 166.9

Extraction Industry -1.688

Processed Food 63.82

Textile -3.542

Manufacture -35.66

Services -0.076
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Appendix I: Detailed Coverage of Sectors Used in the Study

Regional and Sectoral Aggregation

∗ The details of the commodity composition for each of the sectors are presented in Appendix 1.

Regions Sectors*

Code Coverage Code Coverage

1 INDO Indonesia 1 AGRI Agriculture

2
MALY Malaysia 2 EXTR

Extraction
Industry

3
SPOR Singapore 3 FOOD

Processed
Food

4 PHIL Philippines 4 TEXT Textiles

5 LAO Lao PDR 5 MANU Manufactures

6 CAMB Cambodia 6 SVCS Services

7 MYNM Myanmar

8 THAI Thailand

9 VIET Vietnam

10 US US

11 CHIN China

12 JAPN Japan

13
ROW

Rest-of-the
World
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Source: Adapted from GTAP7 Database

Sector Code Coverage of Commodities

Agriculture AGRI Paddy rice, Wheat, Cereal grains, Vegetables, Fruit, nuts, Oil seeds, Sugar cane,
Sugar beet, Plant-based fibers, Crops, Cattle, Sheep, Goats, Horses, Animal
products, Raw milk ,Wool, Silk-worm cocoons

Extraction EXTR Forestry, Fishing, Coal, Oil, Gas, Minerals

Processed
Food

FOOD Meat products, Food, Vegetable oils and fats, Dairy products, Processed rice,
Sugar, Food products, Beverages and tobacco products

Textiles TEXT Textiles, Wearing apparel, Leather products

Manufactures MANU Wood products, Paper products, Publishing, Petroleum, Coal products,
Chemical, Rubber, Plastic prods, Mineral products, Ferrous metals, Metals,
Metal products, Motor vehicles and parts, Transport equipment, Electronic
equipment, Machinery and equipment, Manufactures

Services SVCS Electricity, Gas manufacture, Distribution, Water, Trade, Transport,
Construction, Sea transport, Air transport, Communication, Financial,
Insurance, Business services, Recreation and other services, Pub Admin
/Defence/Health/Education, Dwellings
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Appendix II: Import taxes and export subsidies for all ASEAN
member countries

Import Taxes by INDONESIA (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 2.832 4.704 0.68 0 2.317 0 3.425 3.968 2.434 3.901 0 3.803 1.586 29.65

EXTR 2.187 0.493 2.365 0 0.109 0.465 0.836 1.243 4.001 0.142 0 0.042 0.19 12.07

FOOD 13.85 6.945 5.504 0 7.745 0.006 27.96 16.68 0.921 6.064 0 16.62 6.142 108.4

TEXT 5.85 10.23 5.98 0 2.401 2.017 2.521 2.243 3.953 0.151 0 3.584 8.016 46.95

MANU 6.815 5.393 4.437 0 1.621 2.087 2.699 1.451 1.415 0.078 0.006 1.578 4.431 32.01

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 31.54 27.76 18.97 0 14.19 4.575 37.44 25.59 12.73 10.34 0.006 25.62 20.37 229.1

Source: GTAP7 database

Import Taxes by CAMBODIA (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 7.195 12.34 9.093 9.882 12.14 0 13.06 11.21 6.879 6.989 0 8.192 9.733 106.7

EXTR 8.723 1.779 7.244 13.25 1.421 0 7.315 15.95 14.51 0 0 8.948 0.262 79.4

FOOD 7.07 28.07 17.63 7.198 11.17 0 26.9 24.61 16.54 5.26 7.136 13.23 17.94 182.8

TEXT 10.66 12.62 14.5 10.11 21.52 0 14.17 14.37 9.613 0 0 13.49 14.6 135.6

MANU 18.28 11.51 37.78 10.78 11.83 0 16.64 12.38 13.55 29.22 24.11 7.31 14.54 207.9

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 51.92 66.32 86.25 51.21 58.08 0 78.09 78.51 61.09 41.47 31.25 51.17 57.07 712.4

Source: GTAP7 database
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Import Taxes by THAILAND (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 12.94 32.83 18.33 21.97 16.98 32.31 0 4.363 5.805 8.111 28.8 5.894 20.18 208.5

EXTR 5.489 7.689 6.337 0.008 0.088 2.559 0 1.031 7.696 0.304 1.343 0.061 0.221 32.83

FOOD 47.22 34.79 22.28 11.61 45.22 11.63 0 21.88 46.79 5.155 36.66 21.52 32.98 337.7

TEXT 18.57 24.37 16.56 10.18 14.24 5.485 0 7.621 10.57 7.844 9.131 11.61 17.91 154.1

MANU 12.76 9.477 7.601 5.689 2.888 0.5 0 3.788 2.635 3.105 2.024 4.049 8.786 63.31

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 96.98 109.2 71.11 49.45 79.42 52.49 0 38.68 73.49 24.52 77.96 43.14 80.07 796.5

Source: GTAP7 database

Import Taxes by SINGAPORE (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FOOD 0 0.753 0.215 0 0 0 0 0 0 0 0 0 1.191 2.158

TEXT 0 0 0 0 0 0 0 0 0 0 0 0 0 0

MANU 0 0 0 0 0 0 0 0 0 0 0 0 0 0

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0.753 0.215 0 0 0 0 0 0 0 0 0 1.191 2.158

Source: GTAP7 database
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Import Taxes by PHILIPPINES (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 4.768 14.1 4.953 4.716 3.514 1.123 4.893 3.57 0 4.403 0 4.854 5.741 56.63

EXTR 2.958 4.366 3.034 2.988 2.953 0 2.281 1.173 0 0 0 2.936 2.98 25.67

FOOD 7.342 10.35 10.78 3.566 3.208 0.5 13.93 3.793 0 3.125 0 48.28 6.266 111.1

TEXT 5.979 9.939 7.476 3.124 2.741 2.981 2.422 3.977 0 3.775 0 3.371 6.654 52.44

MANU 3.035 3.78 2.451 2.129 1.179 1.862 2.159 0.958 0 1.822 0 3.354 2.76 25.49

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 24.08 42.53 28.69 16.52 13.6 6.466 25.68 13.47 0 13.13 0 62.8 24.4 271.4

Source: GTAP7 database

Import Taxes by MYANMAR (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 10.77 0 0 0.639 0 12.14 5.432 0 0 0 0 1.644 30.63

EXTR 1.297 4.219 0 1.163 1.226 0 1.693 1.355 1.614 0 0 0 2.195 14.76

FOOD 8.148 22.82 6.326 4.718 1.918 4.97 5.255 12.9 9.734 0 0 8.725 9.707 95.22

TEXT 12.1 8.82 4.13 6.663 7.286 8.357 5.514 6.3 0 0 0 6.371 9.731 75.27

MANU 3.708 2.576 2.622 1.963 1.986 9.092 3.195 2.34 1.081 0 0 2.214 2.085 32.86

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 25.26 49.21 13.08 14.51 13.06 22.42 27.79 28.33 12.43 0 0 17.31 25.36 248.7

Source: GTAP7 database

206 Jamal Othman and Yaghoob Jafari



Import Taxes by LAO PDR (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 4.864 28.29 0 0 11.18 0 26.01 0 0 0 0 26.89 7.465 104.7

EXTR 0 3.275 0 0.437 0 0.283 4.328 0 0 0 0 2.834 1.063 12.22

FOOD 29.94 37.84 18.09 0 11.7 23.92 11.29 37.89 23.98 0 0 18.07 15.17 227.9

TEXT 5.536 10.01 14.03 7.578 8.075 4.956 6.602 6.469 7.649 0 0 6.625 9.41 86.94

MANU 26.1 12.32 7.507 12.18 3.963 10.65 9.202 5.769 14.29 0 0 6.819 9.871 118.7

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 66.43 91.73 39.62 20.2 34.91 39.81 57.44 50.13 45.92 0 0 61.23 42.98 550.4

Source: GTAP7 database

Import Taxes by VIETNAM (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 10.26 22.54 4.068 7.441 5.152 8.792 2.993 4.92 9.169 5.677 4.274 0 6.356 91.64

EXTR 4.004 5.094 2.239 4.03 0.28 2.786 1.327 1.465 3.443 3.492 3.227 0 4.529 35.92

FOOD 29.16 41.31 23.31 9.051 18.26 8.111 8.867 57.43 45.15 8.845 27 0 24.11 300.6

TEXT 36.97 34.26 22.93 7.078 4.52 11.73 7.325 9.009 11.78 10.36 10.01 0 29.41 195.4

MANU 10.61 13.16 4.855 7.722 4.729 1.927 9.338 8.771 4.921 1.827 5.69 0 8.203 81.76

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 91 116.4 57.4 35.32 32.94 33.34 29.85 81.6 74.47 30.2 50.19 0 72.61 705.3

Source: GTAP7 database
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Export Subsidies by INDONESIA (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAOS VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR
-

0.517
-

0.571
-

0.462 0 -0.515 -1.182
-

0.527 -0.6
-

1.063 -1.214 -0.523
-

0.464
-

0.568
-

8.204

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT
-

0.769
-

0.803
-

2.054 0 -0.774 -0.804
-

0.798
-

0.731
-

0.795 -0.797 -0.804
-

0.801 -1.11
-

11.04

MANU
-

1.092 -1.11
-

1.304 0 -1.232 -1.374
-

1.251
-

1.359
-

1.224 -1.221 -1.043
-

1.217
-

1.172 -14.6

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total
-

2.378
-

2.484 -3.82 0 -2.521 -3.359
-

2.576 -2.69
-

3.082 -3.232 -2.371
-

2.481 -2.85
-

33.84

Source: GTAP7 database

Export Subsidies by CAMBODIA (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0
-

0.002 0 -0.001 0
-

0.001
-

0.001 0 0 0 0
-

0.001
-

0.007

MANU
-

5.169
-

1.341
-

2.478 -10.93 -0.418 0 -12.2
-

0.534
-

5.259 -4.33
-

0.337
-

0.022 -3.28
-

46.29

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total
-

5.169
-

1.341
-

2.479 -10.93 -0.419 0 -12.2
-

0.535 -5.26 -4.33
-

0.337
-

0.023
-

3.281 -46.3

Source: GTAP7 database
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Export Subsidize by THAILAND (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR
-

0.715 0.472
-

0.113 0.411 -0.712 -1.571 0
-

0.024 -1.28 -1.232
-

1.074
-

1.369
-

0.997
-

8.203

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0 0 0 0 0 0 0 0 0 0 0
-

1.142
-

1.142

MANU 0 0 0 0 0 0 0 0 0 0 0 0 0 0

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total
-

0.715 0.472
-

0.113 0.411 -0.712 -1.571 0
-

0.024 -1.28 -1.232
-

1.074
-

1.369
-

2.139
-

9.345

Source: GTAP7 database

Export Subsidies by SINGAPORE (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR 0 0 0 0 0 0 0 0 0 0 0 0 0 0

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0 0 0 0 0 0 0 0 0 0 0
-

0.968
-

0.968

MANU 0 0 0 0 0 0 0 0 0 0 0 0 0 0

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0 0 0 0 0 0 0 0 0 0 0 0
-

0.968
-

0.968

Source: GTAP7 database
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Export Subsidize by PHILIPPINES (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR
-

4.403
-

3.111
-

0.154 -1.049 -3.728 -0.099
-

0.294
-

0.457 0 -0.006
-

0.395
-

1.499
-

0.989
-

16.19

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT
-

0.478 -0.66
-

0.414 -0.686 -0.618 -0.737
-

0.712
-

0.463 0 -0.418
-

0.722
-

0.632
-

6.261 -12.8

MANU
-

1.315
-

1.464
-

1.263 -1.233 -1.356 -1.258
-

1.296
-

1.321 0 -0.945
-

1.006
-

2.006
-

1.305
-

15.77

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total
-

6.196
-

5.236
-

1.831 -2.968 -5.702 -2.093
-

2.302
-

2.241 0 -1.37
-

2.124
-

4.137
-

8.556
-

44.76

Source: GTAP7 database

Export Subsidies by MYANMAR (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR 0 0 0.004 0 0 0.018 -2.45 0 0.005 0 0.503 0 0 -1.918

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0 0 0 0 0 0 0 0 0 0 0 0 0

MANU -0.001 0 -0.001 0 0 0 0.07 0 0.106 0 0 0 0 0.173

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total -0.001 0 0.003 0 0 0.018 -2.38 0 0.112 0 0.503 0 0 -1.745

Source: GTAP7 database
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Export Subsidies by LAO PDR (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR
-

0.143 0.03
-

1.182 -1.001 -0.257 -1.518 2.271
-

1.096
-

1.208 0 0 0.234
-

1.363
-

5.234

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT
-

0.195
-

0.213
-

0.194 -0.221 -0.211 -0.221
-

0.128
-

0.268
-

0.221 -0.221 0
-

0.159
-

0.255
-

2.507

MANU
-

0.027
-

0.254 0.224 3.587 0.153 0.216
-

0.313
-

3.253 3.609 5.279 0
-

0.204 1.817 10.84

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total
-

0.366
-

0.437
-

1.152 2.365 -0.315 -1.524 1.83
-

4.617 2.18 5.058 0
-

0.129 0.2 3.093

Source: GTAP7 database

Export Subsidies by VIETNAM (Base case) (% Ad valorem rate)

JAPN CHIN US INDO MALY CAMB THAI SPOR PHIL MYAN LAO VIET ROW Total

AGRI 0 0 0 0 0 0 0 0 0 0 0 0 0 0

EXTR 0.858 1.162 1.278 1.339 1.23 0.057 0.809 1.352 0.022 0 0.47 0 1.101 9.678

FOOD 0 0 0 0 0 0 0 0 0 0 0 0 0 0

TEXT 0 0 0 0 0 0 0 0 0 0 0 0 0 0

MANU
-

0.007
-

0.002
-

0.011 -0.005 -0.009 0.071 0
-

0.004
-

0.001 0.033
-

0.002 0
-

0.013 0.051

SVCS 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total 0.851 1.16 1.267 1.334 1.22 0.127 0.809 1.349 0.021 0.033 0.468 0 1.088 9.729

Source: GTAP7 database
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Appendix III: Pre- and Post-Simulation for Malaysia Bilateral
Export and Imports

Pre-Simulation Exports

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 63.06 12.44 20.67 16.17 0.47 28.12 252.8 4.19 0.13 0.05 3.68 210

EXTR 2385 1089 324.5 352.6 0.2 900 443.3 150.4 0.13 0.08 86.99 3790

FOOD 419.6 1578 474.2 205.9 12.3 159 647.7 151.5 63.6 0.62 125 5041

TEXT 139.2 180.5 810.7 49.56 52.95 49.45 330.7 23.87 3.53 0.33 68.53 1721

MANU 10277 19468 25912 1862 39.72 4558 13838 1457 71.62 1.49 839.9 40026

SVCS 669.4 259.6 1394 88.43 1.79 74.03 186.6 18.4 1.19 0.15 27.47 8494

Source: Simulation results

Post-Simulation Exports

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 67.46 13.3 22.38 19.32 0.98 61.53 288.8 5.54 0.14 0.05 5.13 226

EXTR 2359 1077 320.6 355.4 0.15 908.6 441.1 196.3 0.14 0.09 85.53 3746

FOOD 445.4 1665 504.1 252.1 13.45 814.1 767 149.7 60.22 0.65 191.2 5346

TEXT 143.8 186.5 838.5 60.92 183.9 134.3 346 29.77 5.82 0.45 96.27 1780

MANU 10119 19170 25496 2023 51.17 5345 13753 1540 75.73 1.32 1007 39387

SVCS 657.8 255 1370 87.43 1.78 73.76 185.5 18.23 1.17 0.14 26.9 8348

Source: Simulation results
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Pre-Simulation Imports

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 1.67 296.3 228.8 287 2.71 114.1 46.7 2.97 19.24 0.02 21.87 1006

EXTR 9.36 84.14 30.56 271.1 0.19 45.32 31.3 1.05 25.4 0 147.9 1433

FOOD 27.3 310.6 193.7 510.1 1.74 505.9 250 53.01 20.15 0.08 151.9 1678

TEXT 114.4 1026 44.11 195.7 1.96 168.9 164.9 8.26 6.78 0.02 49.42 781.2

MANU 12750 7651 10607 2064 5.33 4667 12535 2459 26.37 0.11 161.3 26089

SVCS 359.5 178 1984 38.19 3.74 86.27 228.3 20.55 0.97 0.8 24.19 9321

Source: Simulation results

Post-Simulation Imports

JAPN CHIN US INDO CAMB THAI SPOR PHIL MYAN LAO VIET ROW

AGRI 1.29 230.7 177.8 370.9 98.07 135.4 37.43 250.3 15.2 0.02 34.18 782.2

EXTR 9.23 83.12 30.15 276.2 0.24 43.87 29.84 1.05 24.75 0 186.8 1413

FOOD 19.78 225.4 140.3 996.3 33.07 427.9 993.1 63.2 17.8 2.69 132.4 1216

TEXT 111.9 1004 43.07 258.6 2.91 207.6 204.7 11.2 10 0.03 67.11 762.9

MANU 12611 7568 10480 2261 6.49 5200 12709 2477 26.58 0.13 193.6 25777

SVCS 362.6 179.6 2000 38.04 3.63 84.53 221.5 20.43 0.98 0.85 24.36 9395

Source: Simulation results
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zentral koordiniert werden. Die Resultate zeigen ein Muster von Netzwerk-
strukturen mit einer positiven Korrelation zwischen der Komplexität der
Güter und der Komplexität der Netzwerke, verbunden auch mit einer Varia-
tion der Ausdehnung des relevanten Marktes und dessen Struktur über die
verschiedenen Produkte.
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This paper examines the impact of intra-ASEAN trade liberalization (AFTA)
using a multi-country, computable general equilibrium model (GTAP Mo-
del) with special focus on Malaysia. The study considers the full elimination
of intra-ASEAN import taxes and export subsidies. Results suggest that
Malaysia’s GDP would only increase marginally while the effects on the indi-
vidual commodity sectors in the country differ substantially. Specifically,
Malaysian processed food and textiles are anticipated to expand pronounc-
edly following the intra-ASEAN freer trade.

Dieser Artikel untersucht den Einfluss von Handelsliberalisierungen inner-
halb der ASEAN-Staaten (AFTA) unter der Verwendung eines «multi-
country, computable general equilibrium» Modells mit speziellem Fokus auf
Malaysia. Die Studie betrachtet die vollständige Aufhebung von Importzöl-
len und Exportsubventionen innerhalb der ASEAN-Staaten. Die Resultate
zeigen, dass Malaysias BIP nur marginal steigen würde, die Effekte für ein-
zelne Sektoren jedoch sehr unterschiedlich sind. Im Speziellen wird erwartet,
dass die malaysischen Lebensmittel- und Textilsektoren in Folge freien Han-
dels innerhalb der ASEAN-Staaten beträchtlich expandieren würden.
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