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Impacts of Tariff Reduction for the Japan-Mexico FTA on Japanese
Economy: An Applied General Equilibrium Model Analysis
By
Masako TOYAMA and Suminori TOKUNAGA

Summary

Our purpose of this paper is to analyze the economic impacts of larifl reduclion for FTA (Free Trade
Agreement) between Japan and Mexico on the economies of both countries. The aim of Japan-Mexico FTA
is to gain a foothold in Naorth-American markel for Japan side, but lo gain the ascendancy on competition
over Asian counlries in North-American market for Mexico side. Thus, we focus on the agricultural
products, especially, pork industry that is being made slow progress on bilateral trade agreement, In order
to examine (he economic impacts, we use GTAP (The Global Trade Analysis Project) medel in which is
devetoped by Hertel (1997).

We conducted three scenarios using the latest version of GTAP model. The scenarios are as follows:
scenario | is that the elimination of tariffs in each goods, scenario 2 is the complete frec trade type of
proposal for Mexican government, scenario 3 is the incomplete free trade type of proposal of Japanese
government. From the results of these scenarios, we can conclude mainly that (1) when Japan and Mexico
climinate lariffs, the oulput of industrial products for both countries increases and also the amount of
exports for Japan increases; (2) if we can remove item of Bovine meat products from the target of tariff

elimination items, the outpul of its industry will increase and the producer price of it will rise in Japan.



