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May 2018  

QUEST Trade Policy Update 

 

Ernst & Young LLP’s Quantitative 
Economics and Statistics (QUEST) 
group’s Trade Policy Brief 
summarizes the latest key events 
and potential trends on international 
trade and its domestic and global 
implications in a relatively concise, 
easy-to-read format. 

 

 

In April 2018, President Trump indicated an interest in joining the Comprehensive and 
Progressive Agreement for the Trans-Pacific Partnership (CPTPP), a revised version of the 
Trans-Pacific Partnership (TPP), to which 11 countries agreed after the United States withdrew 
from the TPP in January 2017. Signing the CPTPP could potentially eliminate trade barriers, 
create greater overseas investment opportunities for the US, and increase the US presence in 
the region, but the CPTPP comes with possible costs as well. 

This Trade Policy Brief summarizes the development of the TPP and the current state of play, 
and outlines the potential benefits and costs of the US signing the revised agreement. 

From TPP to CPTPP 

The TPP agreement is a free trade agreement originally negotiated between the United States 
and 11 other countries bordering the Pacific Ocean (Australia, Brunei Darussalam, Canada, 
Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore and Vietnam; hereafter 
referenced as the Pacific countries). It was finalized in 2015 after five years of negotiations. 

When the US withdrew from the agreement in 2017, the remaining countries, led by Japan,  
elected to revise the agreement , suspending provisions important to the United States, such as 
the protection of US intellectual property and the eight-year data exclusivity protection for 
biological drugs, among others.  The CPTPP was then signed in March 2018 without the United 
States. It has begun to move toward ratification, with Mexico being the first to do so in April 
2018. Figure 1 provides a timeline of significant TPP events. 
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Figure 1: Timeline of TPP significant events 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pros and cons of joining the CPTPP 

In the original TPP, the United States successfully negotiated provisions that would protect 
American pharmaceutical companies, enforce US copyright laws and protect US intellectual 
property by requiring each signatory country to adopt US standards, such as the 70-year term 
for copyright protection. The CPTPP suspended these provisions and it is unclear the extent to 
which these provisions would be restored if the United States were to join the trade agreement. 
Therefore, the United States may have to decide whether to sign the treaty “as is.” The following 
box summarizes some of the major pros and cons of joining the CPTPP. 

 

 

October 2015 

Initial TPP negotiations are 
concluded between the US 
and 11 Pacific countries 

All 12 TPP members sign 
initial agreement. Two-year 
window to ratify or reject 
agreement begins. 

February 2016 

United States formally 
declares intent to reject 
the TPP agreement 

January 2017 

Remaining 11 Pacific 
countries agree to 
modified CPTPP 

November 2017  

January 2018 

1. CPTPP is finalized 
2. President Trump announces at 
Davos economic forum that he is 
open to a renegotiated TPP 

March 2018 

CPTPP is formally 
ratified by all 11 
countries 

April 2018 

President Trump 
orders Administration 
officials to look at 
rejoining TPP.  
 
CPTPP signatories 
welcome US to join, 
but declare there will 
be no renegotiations 
of the ratified 
agreement. 
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Benefits of joining the CPTPP 

Expanded access to a large free trade zone 

In 2016, the CPTPP countries accounted for $3.0 
trillion in total trade volume (15% of global trade 
volume) 

 
Tariff elimination  
 
The CPTPP reduces tariffs on 98% of goods 
exported to another member country.  

Reduction of non-tariff barriers 

The CPTPP reduces non-tariff costs on trade by 
expediting customs and border procedures between 
partner countries through: 

 Self-certification of shipments 
 Express shipments 
 Advance rulings 

 
Greater trade in services and greater overseas 
investment opportunities through: 
 

 Equal treatment of local firms and 
member-country firms in government 
procurement  

 Opening service sectors to trade and 
limiting local presence requirements 

 Requirements to open investment markets 
to foreign companies and investors 

 Recourse for foreign investors to challenge 
laws and policies in international courts 

 

Reinstate suspended provisions  

Although unlikely, there may still be a possibility for 
the United States to reinstate intellectual property 
protections that were suspended, including:    
 

 Extensions of patents   
 Tight trade regulations on pharmaceuticals  
 Compliance with IT and technology security 

rules 
 Compliance with the 70-year US copyright 

protection 

Costs of joining the CPTPP 

Potential for job and income losses in some 
industries 

By making cheaper imports from CPTPP countries 
accessible to US consumers, the CPTPP will 
adversely affect US import-substituting industries, 
thus creating job and income losses in these 
industries. 

These imports are primarily automobiles, automobile 
parts, crude oil and semi-conductors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source:  World Bank World Development Indicators, 
UNCTAD Trade Stats, New Zealand Ministry of Finance 
analysis, Government of Canada analysis, and CPTPP Text. 

US Trade Representative web site.  
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Trade between US and CPTPP nations 

In 2017, there were $1,580.7 billion in merchandise trade flows (sum of imports and exports) 
between the United States and CPTPP nations. Most of these were between the United States 
and its North American partners (Canada and Mexico), which taken together totaled $1,139.4 
billion (72% of total trade). Those merchandise trade flows also are already covered by the free 
trade provisions of the North American Free Trade Agreement (NAFTA) Implementation Act. In 
addition, the US has bilateral free trade agreements with four other CPTPP countries (Australia, 
Chile, Peru, and Singapore). Nonetheless, the CPTPP represents a large free trade zone, which 
the United States would be hindered in accessing if not a CPTPP member. Table 1 below 
provides a breakdown of bilateral US trade flows with individual CPTPP nations. 

 

Table 1. Trade flows between US and CPTPP nations in 2017 ($ billion) 

Country Imports Exports 
 

Bilateral 
trade flows 

Canada 300.0 282.4 582.4 

Mexico 314.1 243.0 557.0 

Japan 136.5 67.7 204.2 

Vietnam 46.5 8.2 54.7 

Malaysia 37.4 12.8 50.2 

Singapore 19.4 29.8 49.2 

Australia 10.1 24.6 34.7 

Chile 10.6 13.6 24.2 

Peru 7.3 8.7 16.0 

New 
Zealand 

4.2 3.9 8.1 

Brunei 0.0 0.1 0.1 

       Source: US Census Bureau. 

 

The primary US exports to CPTPP nations are automobile parts, petroleum products, civilian 
aircraft, electric apparatus, industrial machines, and computer accessories and semiconductors. 
The top US imports from CPTPP nations are automobiles and automobile parts, crude oil, 
trucks and special purpose vehicles, semiconductors, US goods returned and reimports, and 
telecommunications equipment. 

“Fast-track” authority 

Trade agreements must be ratified by the US Congress. It is very likely that the CPTPP (or its 
modified version to permit US joining) would be ratified under “fast-track” authority. Under “fast-
track” rules, Congress is limited to a single up-or-down vote by simple majority without 
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amendments to the CPTPP.1 Congress must take this up or down vote within 90 days of 
receiving the agreement.  Since President Trump requested on March 23, 2017, that Congress 
extend the “fast-track” rules for three more years, “fast-track” will extend automatically through 
July 1, 2021, unless either chamber of Congress adopts a disapproval resolution by July 1, 
2018.2 

Implications of US withdrawal from the TPP 

Since the United States is not part of the CPTPP, it faces trade barriers in its commercial 
relationships with individual CPTPP countries that CPTPP members do not face. A recent study 
by the Peterson Institute for International Economics estimated that the CPTPP, by moving 
forward without the United States, could generate a net loss of $2 billion to the US economy. 
This loss would be due to two factors: 1) CPTPP nations shifting some of their trade to US 
competitors and 2) benefits foregone from the United States going it alone that would otherwise 
have accrued under the original TPP agreement.3  

It is unclear whether the United States will be able to negotiate the same advantageous 
treatments through bilateral trade agreements with individual CPTPP nations that it would have 
had under the TPP. For example, joining a large free trade zone offers benefits of economic 
integration arising from free passage of goods and services covered by the agreement 
anywhere within the zone. A comparable result may be difficult to obtain using a series of 
smaller, often bilateral, agreements. Even if successful, negotiating these agreements will be 
time-consuming and expensive, and will result in trade benefits that are delayed compared to 
the TPP, whose negotiations were previously completed and would already have been in force. 

  

                                                            
1 On May 22, 2015, the US Senate passed the Bipartisan Congressional Trade Priorities and Accountability Act 
better known as Trade Promotion Authority (TPA) by a vote of 62‐37. The TPA guarantees through July 1, 2018, 
with extensions possible through July 1, 2021, “fast track” congressional considerations of trade deals negotiated 
by the president that meet congressional objectives.  
 
2 As long as President Trump signs the agreement before that date, the CPTPP need not be submitted to Congress 

by that date. 

3 Petri, Peter A., Plummer, Michel G., Urata, Shujiro, and Zhai, Fan. October 2017. Going It Alone in the Asia‐Pacific: 
Regional Trade Agreements Without the United States. October 2017. Working Paper. Peterson Institute for 
International Economics. 
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