
Model: WDST Equation terms, first equation matrix row, and sample equation for the banked equation group - FTAevar
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Again, most of these variables are free trade agreement (FTA) indicators.
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Here the FTA tariff is either the default (tl) or a tariff you set.
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The default tariff is the weighted average of minimum FTA member import tariff and an assumed export tariff of zero.  The result will be a very low tariff or export premium.
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Text Box
In a free trade area, countries will export (or divert exports from the world market) to other members.  Total member supply and demand will determine the price.  If the FTA is self sufficient, that price could be above the world price and the difference between this price and the world price represents a premium for exporters to other FTA members and an FTA tariff to importers from other FTA members.  In such circumstances FTA imports would buy only from other FTA members unless their regular tariff was less than the FTA premium (this is reflected in import equations).  If the FTA is a net exporter, then the premium is zero.  Following this reasoning, the FTA premium is expected to be between the lowest member tariff and zero; the tl calculations reflects this.
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