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The Trans-Pacific Partnership (TPP) offers an opportunity
for the United States to increase trade with 11 other
countries. Completing the agreement will create the largest
free trade area, in terms of both goods and services, in
which the United States participates [see Figure ].

Dallas Headquarters:
14180 Dallas Parkway, Suite 350
Dallas, TX 75254
972.386.6272

WwWww.ncpa.org

Washington Office:
600 Pennsylvania SE, #400
Washington, DC 20003
202.830.0177

IA\\\

NCIRE

National Center
Policy Analysis

Opverall, the Asia-Pacific region
presents some of the world’s most
sought-after business opportunities,
accounting for 60 percent of global
Gross Domestic Product and 50
percent of international trade.
However, in order to expand trade
with the Asia-Pacific region and grow
the domestic economy, President
Obama will need Trade Promotion
Authority (TPA) from Congress in
order to bring TPP negotiations to a
successful conclusion. Consider:

B The proposed Trans-Pacific
Partnership agreement will
generate a higher level of trade
than the North American Free
Trade Agreement (NAFTA) of
Canada, Mexico and the United
States.

B Combined trade of existing and
potential goods and services
of the TPP, both imports
and exports, will exceed
the combined trade due to
agreements the United States has
with Australia, Singapore, South
Korea and NAFTA.

Originally a trade agreement
among Brunei, Chile, New Zealand
and Singapore, the TPP could
soon expand to 12 more countries,
including the United States. The
TPP has been described as a
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“comprehensive and high-standard”
trade agreement. Liberalizing trade
in nearly all goods and services,

the TPP exceeds the commitments
established in the World Trade
Organization, increasing the ability
to make agreements with other WTO
members and non-WTO members.
For the United States, specifically, the
TPP would aid in establishing market
access in Japan, Malaysia, Vietnam
and other countries. The United
States already has trade agreements
with some current and potential TPP
countries; however, the TPP calls

for commitments that will improve
the transparency and consistency

of the regulatory environment.

Other benefits, according to the

U.S. Trade Representative, include
groundbreaking new rules on state-
owned enterprises, a robust and
balanced intellectual property rights
framework and a thriving digital
economy.

Benefits from joining the TPP
would amount to $5 billion in 2015,
growing to $14 billion annually
by 2025. Indeed, all TPP nations
would gain significant net income
and exports by 2025 due to trade
liberalization, as shown in Figure II:

B Overall, by 2025, the TPP would
generate $295 billion annually in
income gains.

B By 2025, the TPP would increase
exports 2.5 percent to 37.3
percent for each participating
country, on average.

B Japan gains the most as a result
of the TPP — §119 billion in
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income and $176 billion in
exports by 2025, reflecting an
increase in foreign investment
due to liberalization of Japan’s
investment and service sectors.

Small Businesses, International
Trade. The TPP aims to foster
economic integration across the Asia-
Pacific region through trade. One
of the first actions of the TPP was a
call for a 90 percent reduction in all
tariffs between member countries
by 2016. By reducing trade barriers,
such as high tariffs, U.S. participation
in the TPP will encourage smaller
businesses to trade internationally.

The Office of the United States
Trade Representative (USTR) has
consulted with small businesses to
better understand the issues they face
in trying to compete in the Asia-
Pacific region and globally. The Asia-
Pacific Economic Cooperation forum
on small businesses told the USTR
the key barriers they face are related
to “tariffs, different rules of origin
in different agreements, complex
customs procedures, regulatory
and other non tariff barriers, and
the difficulty of accessing the laws,
regulations, and other information
about foreign markets.”

By looking at past free trade

agreements, we can see
how trade liberalization
has paved the way

for increased U.S.
competitiveness and
increased U.S. exports.
For instance, NAFTA
led to an increase in
overall trade, including
U.S. exports. According
to the U.S. Chamber of
Commerce:

B More than 122,000
U.S. small
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businesses exported

to Canada and Mexico in 2010,
representing more than 95
percent of U.S. exporters to the
NAFTA market.

M Their exports topped $78 billion
in 2009, representing 29 percent
of all small business exports
worldwide.

B Today, 98 percent of all
exporters and 97 percent of all
importers are small businesses,
representing almost 40 percent
of U.S. goods exports and 31.5
percent of U.S. goods imports.

With the help of the TPP, these
small businesses will have the
opportunity to take advantage
of reduced tariffs and
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improved market access,
increasing their global
competitiveness.

Focus on Asia. The
TPP will increase trade
between the United States
and some of its main trade
partners. The partnership
represents 40 percent of all
U.S. trade and 25 percent

Australia Singapore South Korea NAFTA
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of U.S. services trade.
Given the TPP’s focus on
the Asia-Pacific region,
the United States will have

the opportunity to expand in an
economically driven region. Japan
1s the third largest trading partner

in the TPP, as well as one of the
negotiating parties with whom the
United States does not already have
a free trade agreement. However,
with Japan accounting for 6 percent
of all U.S. goods trade and 7 percent
of all U.S. services trade, free trade
between Japan and the United States
could significantly increase U.S.
economic involvement with Japan,
perhaps including small businesses
that are currently prevented from
participating by high tariffs.

Conclusion. As with the North
American Free Trade Agreement,
the Trans-Pacific Partnership will
have a positive effect on small
businesses, increasing their access
to, and allowing them to compete
more effectively in, the world market.
Given that a very large number of
U.S. exporters are small businesses,
a competitive United States means a
competitive small business sector.
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