An Analysis of the Tariff Discrimination Potential of the TransPacific Partnership against Swiss Companies and their Exports

Consequences of TPP for
Swiss Companies

OFFICIAL PROGRAM

PARTNER

CONSEQUENCES OF TPP FOR SWISS
COMPANIES
AN ANALYSIS OF THE TARIFF
DISCRIMINATION POTENTIAL OF THE
TRANS-PACIFIC PARTNERSHIP (TPP)
AGAINST SWISS COMPANIES AND THEIR
EXPORTS

Date: November 2015
Language: English
Number of pages: 32
Author: Prof. Dr. Patrick Ziltener

DISCLAIMER
The information in this report were gathered and researched from sources
believed to be reliable and are written in good faith. Switzerland Global
Enterprise and its network partners cannot be held liable for data, which might
not be complete, accurate or up-to-date; nor for data which are from internet
pages/sources on which Switzerland Global Enterprise or its network partners
do not have any influence. The information in this report do not have a legal or
juridical character, unless specifically noted.

Contents
4.2.

TPPA-DPI: Top 500 Positions ______________17

4.3.

Exports not Affected by the TPPA ___________17

4.3.1.

Table 2: Swiss Exports to the US: Top Four Positions

1.

EXECUTIVE SUMMARY __________________4

1.1.

About The Trans-Pacific Partnership _________ 4

1.2.

Content of the Study ____________________ 4

1.3.

Swiss exports Affected by the TPPA __________ 4

1.4.

The Most Relevant Consequences ___________ 4

1.5.

Example: sugared beverages (HS2202) ________ 5

1.6.

What to Expect ________________________ 5

1.7.

further analyses / recommendations _________ 5

2.

INTRODUCTION ________________________6

4.4.

TPPA-DPI: Swiss Food Exports ____________ 20

2.1.

Discriminatory effects of FTAs _____________ 6

4.4.1.

Table 6: TPPA-DPI Top Ten Swiss Food Positions 21

2.2.

The Trans-Pacific Partnership Agreement (TPPA) 6

4.5.

TPPA-DPI: Swiss Textile Exports ___________ 21

2.2.1.

Graph 1: Trans-Pacific Partnership (TPP) Member

4.5.1.

Table 7: TPPA-DPI Top Ten Swiss Textile Positions22

Countries, 2015 ________________________ 6

4.6.

TPPA-DPI: Swiss Machinery Exports ________ 22

2.3.

Participating Countries __________________ 7

4.6.1.

Table 8: TPPA-DPI Top Twenty Swiss MEM

2.4.

Chronology of TPP Negotiations, 2006-2015 ____ 8

2.5.

TPPA Implementation ___________________ 9

3.

AIM OF THE STUDY AND METHODOLOGY
APPLIED _____________________________10

3.1.

Discrimination Potential ________________ 10

3.2.

The Aim Of The Study __________________ 10

3.3.

Case A: Japan ________________________ 10

3.3.1.

Graph 2: Effects of the Trans-Pacific Partnership
Agreement (TPPA): Case a) Japan ___________ 11

3.4.

Case B: USA __________________________ 11

3.4.1.

Graph 3: Effects of the Trans-Pacific Partnership
Agreement (TPPA): Case b) US ____________ 12

3.5.

Trade Policy Matrix ____________________ 12

3.5.1.

Graph 4: Matrix of Trade Policy Relations among
Trans-Pacific Partnership (TPP) Member Countries
and Switzerland ______________________ 13

3.6.

Swiss Exports ________________________ 14

3.7.

TPPA'S Discrimination Potential ___________ 14

4.

RESULTS _____________________________16

4.1.

The TPPA Discrimination Potential Index (TPPADPI) ______________________________ 16

4.1.1.

Table 1: TPPA-DPI Top Twenty Positions ______17

(2014) _____________________________ 18
4.3.2.

Table 3: Swiss Exports to the US not affected by TPP19

4.3.3.

Table 4: Swiss Exports to Australia not affected by
TPP _______________________________ 19

4.3.4.

Table 5: Swiss Exports to New Zealand not affected
by TPP _____________________________ 20

Positions ___________________________ 23
4.7.

TPPA-DPI: Swiss Vehicles Exports __________ 23

4.7.1.

Table 9: TPPA-DPI Top Ten Swiss Vehicles Positions24

4.8.

TPPA-DPI: Swiss Instrument Exports _______ 24

4.8.1.

Table 10: TPPA-DPI Top Ten Swiss Instruments
Positions ___________________________ 25

4.9.

TPPA-DPI: Swiss Watches Exports _________ 25

4.9.1.

Table 11: TPPA-DPI Top Ten Swiss Watches
Positions ___________________________ 25

4.10.

Case Study: Malaysia ___________________ 26

4.10.1.

Table 12: TPPA-DPI Top Twenty Positions on the
Malaysian Market _____________________ 26

4.10.2. Table 13: Swiss Exports to Malaysia not affected by
TPP _______________________________ 27
4.11.

Case Study: Vietnam ___________________ 27

4.11.1.

Table 14: TPPA-DPI Top Twenty Positions on the
Vietnamese Market ____________________ 28

4.11.2.

Table 15: Swiss Exports to Vietnam not affected by
TPP _______________________________ 29

5.

CONCLUSION _________________________ 30

6.

REFERENCES _________________________ 31

1. Executive Summary

1.1. ABOUT THE TRANS-PACIFIC PARTNERSHIP
As all preferential trade agreements do, the Trans-Pacific Partnership Agreement (TPPA) concluded in October 2015 by 12
countries of the Asia-Pacific region, will have (intended or not) discriminatory consequences for non-participating third
countries. This study focuses on the potential effects of the TPPA on Swiss exporting companies in the TPP markets USA,
Australia, New Zealand and Brunei, with which Switzerland is not related by a Free Trade Agreement (FTA) yet. Additionally,
two countries are analyzed with which FTA negotiations are ongoing (Malaysia, Vietnam).

1.2. CONTENT OF THE STUDY
The study applies a novelty methodology, the calculation of a Discrimination Potential Index (DPI), based on the TPPAinduced savings potential of TPP-based competitors to Swiss companies and the established Swiss exports positions on these
four markets (export data for 2014). This means that only trade flows are analyzed if there is TPPA-induced savings potential,
and if there are Swiss exports to TPP-markets in these categories.

1.3. SWISS EXPORTS AFFECTED BY THE TPPA
Regarding the quantitative dimension, the study finds that about 30% of total Swiss exports to the US will be affected by the
TPPA. This means that the huge majority of Swiss exports to the US already enjoys tariff-free market access. However, this
varies from sector to sector: In the mechanical and electrical engineering industry (MEM) industry this is as high as 63.5% , in
the textile industry even 93.6%. In other sectors, a significantly lower share will be affected by TPP (food 22.7%,
chemical/pharma 15.4%, automotive 33.1%, instruments 24.6%, watches 35.5%).
In the case of Swiss exports to Australia, 29.6% will be affected, in the case of New Zealand 38.6% (for details see tables 3-5).

1.4. THE MOST RELEVANT CONSEQUENCES
The DPI reveals that 7'472 Swiss export positions (HS-6 level) will be affected by the TPPA, albeit to different degrees.
Focusing on the most significant positions, the study finds that the first 193 positions exclusively concern US-imports, which
means that, from a Swiss perspective, the most relevant consequences of the TPPA are advantages for competitors of Swiss
companies on the US market.
Selecting the 500 most significant DPI positions on the four markets (USA, Australia, New Zealand, Brunei), the analysis further reveals that 11 of these concern the Australian market, 6 New Zealand – all others the US-market. Therefore it is firmly
established that the implementation of the TPPA will affect Swiss companies most strongly on the US market. Main beneficiaries will be Japanese competitors of Swiss companies on the US-market (306 of 500 most relevant cases), in 81 cases competitors based in Vietnam, and in 76 cases competitors in Malaysia (all on the US market). Also significant are the TPPA-induced
competitive advantages that Canadian competitors to Swiss companies will enjoy on the Australian market (11 cases) and the
US-competitors in New Zealand (5 cases).
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Of the 500 most significant DPI positions, most concern the mechanical and electrical engineering industry (MEM) industry
(232 cases, incl. 10 of top twenty positions), 66 cases the chemical industry (incl. 6 of top twenty), 52 cases plastic article (incl.
1 of top twenty), 46 cases instruments (incl. 2 of top twenty), 27 cases textiles, and 22 cases agricultural products.

1.5. EXAMPLE: SUGARED BEVERAGES (HS2202)
Swiss companies export huge quantities of sugared beverages (HS2202) to the United States, it is one of Switzerland's top four
export positions in the US (776 Mio USD in 2014). Since the US does currently not apply tariffs on these imports, there is no
TPPA effect to be expected on this important market. But these kind of beverages do appear on the Discrimination Potential
Index (DPI) since other TPP countries e.g. Australia do apply tariffs. Australia levies duties on sugared beverages of Swiss
origin to the amount 1.4 Mio USD per annum. However, in this case the main competitors based in the US and Japan already
profit from tariff-free access under bilateral FTAs – no change of discrimination level. Canadian producers on the other side
will get tariff-free access to the Australian market thanks to the TPPA – to the disadvantage of Swiss exporters. But Canada
exports only a little more than 1 Mio USD of sugared beverages annually to Australia and is therefore not a main competitor of
Switzerland in this area. However, TPPA increases locational competition for production sites – Canada gains attractiveness
for producers of sugared beverages aiming at the market down under.
The example shows that each market and product line has to be studied individually in regard to the TPPA-induced changes.

1.6. WHAT TO EXPECT
These TPPA-induced advantages for competitors to Swiss companies will materialize depending on the Agreement's
implementation mode - immediately after enforcement or over a transitions period of 10 or more years - and depending on the
TPPA's practical applicability and usability which cannot be assessed yet.

1.7. FURTHER ANALYSES / RECOMMENDATIONS
More detailed studies should be conducted for individual markets (e.g. Australia, New Zealand) and specific products of Swiss
interest, since those sectors with lower export volumes (e.g. food, textile) that do not make it into the upper ranks of the DPI
matter for the Swiss economy too.
Further, a study analyzing the significance of TPP-induced changes for global Swiss exports would shed further light on the
changes of the environment of Swiss companies that will occur.
Last but not least, it should be considered that more change is to come if the negotiations on the Transatlantic Trade and
Investment Partnership (TTIP) between the US and the EU would come to a successful conclusion. The methodology applied
here could be applied in a study of the consequences of TTIP for Swiss companies, which would provide - in combination with
this study in hand – a closer-to-complete view of the new world of “mega deals” in which Swiss companies will have to
compete.
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2. INTRODUCTION
2.1. DISCRIMINATORY EFFECTS OF FTAS
As the World Trade Organization (WTO) truly noted, „discrimination remains a favoured tool of state-craft“ (WTO 2013: 463).
All kind of bilateral and plurilateral preferential trade agreements, such as Free Trade Agreements (FTAs), have (intended or
not) discriminatory consequences for non-participating third countries (cf. Economiesuisse 2015). This study focuses on the
potential effects of a TPP-Agreement on Swiss exporting companies on the TPP markets.

2.2. THE TRANS-PACIFIC PARTNERSHIP AGREEMENT (TPPA)
The Trans-Pacific Partnership Agreement (TPPA) is a trade agreement having been negotiated between twelve countries of
the Pacific Rim (cf. Graph 1), aimed at enhancing trade and investment among the TPP partner countries, at promoting
innovation, economic growth and development, and at supporting the creation and retention of jobs. One of the major
purposes of the TPP is to set a new standard for global trade and to incorporate next-generation issues that aim at boosting the
competitiveness of the TPP countries in the global economy.
2.2.1. Graph 1: Trans-Pacific Partnership (TPP) Member Countries, 2015

Source: nytimes.com

TRANSPACIFIC PARTNERSHIP AGREEMENT
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For instance, Malaysia's Ministry of International Trade and Industry justified the decision to join the TPP negotiations in
2010 as follows:
“... the TPP offers an excellent platform to realise the creation of a huge market, encompassing some of the biggest economies
in the Asia-Pacific region. It also acts to introduce a new dimension to regional trade - one that could potentially change the
dynamics of trade and investment between the countries of the Pacific Rim and possibly even world trade. With the US being
an existing TPP member, this would enable an additional 11.7% of Malaysia's global trade to be accorded preferential treatment
– bringing the total figure to 71.2% of Malaysia's global trade. Malaysia will benefit from the elimination of duties on 12.4% of
Malaysia's exports particularly on footwear and textile and apparel products, which are imposed high duties of up to 37.5% and
32%, respectively. Malaysia will also enjoy elimination of specific duties on cocoa products, petroleum oils, textiles and
apparel, footwear, metal products and clocks and watches.” 1
TPP addresses a wide range of issues. The following topics were object of the TPP negotiations:



























Goods Market Access
Agriculture Market Access
Textiles and Apparel
Customs/Trade Facilitation
Rules of Origin
Technical Barriers to Trade
Sanitary and Phytosanitary Standards
Services
Investment
Financial Services
Telecommunications
E-Commerce/Digital Trade
Temporary Entry
Intellectual Property Rights
Government Procurement
Competition/State-owned Enterprises
Trade Remedies
Transparency
Labor
Environment
Cooperation and Capacity Building
Regulatory Coherence
Business Facilitation and Competitiveness (supply chains)
Development
Small- and Medium-Sized Enterprises
Institutional Chapters: Dispute Settlement, Living Agreement (on the accession of non-members), Exceptions,
Definitions

Source: Fergusson et al., 2015: 16

2.3. PARTICIPATING COUNTRIES
Historically, the TPP is an expansion of the Trans-Pacific Strategic Economic Partnership Agreement (TPSEP or P4) which
was signed by Brunei, Chile, Singapore and New Zealand in 2006. In the years 2008 - 2013, additional countries joined the
group, bringing the total number of participating countries to twelve. Participating countries to the TPP had set the goal of
wrapping up negotiations in 2012, but several issues have delayed the conclusion of the negotiations (cf. 2.4 TPP Chronology).
On October 5, 2015, in Atlanta, USA, the conclusion of a deal among the negotiating partners has been announced to the
public.

1
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Source: http://fta.miti.gov.my/index.php/pages/view/191; accessed Oct. 5, 2015.

2.4. CHRONOLOGY OF TPP NEGOTIATIONS, 2006-2015




































2006: Brunei, Chile, New Zealand, and Singapore form the original TPP, the Trans-Pacific Strategic Economic
Partnership Agreement (TPSEP or P4)
September 2008: US President Bush notifies Congress of intention to negotiate with the P4 countries
November 2008: Australia, Vietnam, and Peru join TPP negotiations
November 2009: US President Obama commits the US to engage with the TPP countries, in order to create a regional
arrangement with broad-based membership and “the high standards worthy of a 21st century trade agreement”
March 2010: 1st round of TPP negotiations, held in Melbourne, Australia
June 2010: 2nd round of TPP negotiations, held in San Francisco, California, USA
October 2010: Malaysia joins TPP negotiations
October 2010: 3rd round of TPP negotiations, held in Brunei
December 2010: 4th round of TPP negotiations, held in Auckland, New Zealand
February 2011: 5th round of TPP negotiations, held in Santiago, Chile
March 2011: 6th round of TPP negotiations, held in Singapore
June 2011: 7th round of TPP negotiations, held in Ho Chi Minh City, Vietnam
September 2011. 8th round of TPP negotiations, held in Chicago, Illinois, USA
November 2011: leaders of nine TPP countries (Australia, Brunei, Chile, Malaysia, New Zealand, Peru, Singapore,
Vietnam, US) announce the TPP’s broad goals
October 2011: 9th round of TPP negotiations, held in Lima, Peru
December 2011: 10th round of TPP negotiations, held in Kuala Lumpur, Malaysia
March 2012: 11th round of TPP negotiations, held in Melbourne, Victoria, Australia
May 2012: 12th round of TPP negotiations, held in Dallas, Texas, USA
July 2012: 13th round of TPP negotiations, held in San Diego, California, USA
September 2012: 14th round of TPP negotiations, held in Leesburg, Virginia, USA
October 2012: Canada and Mexico join TPP negotiations
December 2012: 15th round of TPP negotiations, held in Auckland, New Zealand
March 2013: 16th round of TPP negotiations, held in Singapore
March 2013: Japanese PM Abe announces that Japan would formally seek to participate in TPP
May 2013: 17th round of TPP negotiations, held in Lima, Peru
July 2013: 18th round of TPP negotiations, held in Kota Kinabalu, Malaysia
July 2013: Japan joins TPP negotiations
August 2013: 19th round of TPP negotiations, held in Brunei
September 2013 onward: frequent meetings of Chief Negotiators and Ministers replace formal rounds of negotiations
April 16, 2015: Several US Senators introduce “The Bipartisan Congressional Trade Priorities and Accountability Act
of 2015,” known as TPA Fast-track legislation
May-June 2015: The bill passes through the US Senate and the US House of Representatives
June 29, 2015: US President Obama signs both TPA and Trade Adjustment Assistance (TAA) into law
July 2015: Ministerial Meeting in Maui, Hawaii, USA: negotiations fall short of expected deal
October, 5, 2015: after five days of round-the-clock sessions in Atlanta, USA, and seven years of negotiations, a TPP
deal is reached
November 5, 2015: The TPP Agreement is disclosed to the public

Source: Author's compilation
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2.5. TPPA IMPLEMENTATION
After the successful conclusion of national ratification processes, how will TPP be implemented? Based on the information
available, the US and Japan will be in control: The agreement will enter into force once at least six countries representing 85%
of the region's economic activity (which is not possible without the US and Japan) have ratified the deal within two years after
signing. Taking all relevant factors into consideration, enforcement is to be expected in 2017 earliest. These countries will
establish a “Free Trade Commission” that determines whether and when additional countries might join. At a November 20,
2013, speech, National Security Advisor to the US President Susan Rice reiterated U.S. policy that, “we welcome any nation
that is willing to live up to the high standards of this agreement to join and share in the benefits of the TPP, and that includes
China.”2 Among those countries/territories having expressed interest in joining the TPP are Colombia, Philippines, Thailand,
Indonesia, Taiwan, and South Korea.

2

Susan E. Rice, “America’s Future In Asia,” November 30, 2013, www.whitehouse.gov/the-press-office/2013/11/21/remarks-prepared-delivery-national-securityadvisor-susan-e-rice.
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3. Aim of the Study and Methodology Applied

3.1. DISCRIMINATION POTENTIAL
As Switzerland is not a party to the TPP process, there is a potential of discrimination against Swiss companies, in particular in
form of benefits that their major competitors in TPP countries enjoy on the markets of the TPP countries with which
Switzerland does not have a FTA. For example, a Japanese machine manufacturer will profit from tariff-free access to the US
market, once a TPP Agreement is implemented, while Swiss machine exporters will continue to pay duties under (unchanged)
WTO MFN-treatment.

3.2. THE AIM OF THE STUDY
The aim of this study is to gain a better understanding on which TPP markets and for which groups of products the
competitiveness of the Swiss companies might change or be affected, in particular:



to know the maximum potential of discrimination against Swiss companies when exporting to the TPP markets;
to know which sectors / goods exported by Swiss companies will be primarily affected on each of the 12 TPP markets.

Basically, two cases have to be differentiated:
a) markets to which Swiss companies export under preferential conditions, e.g. in the context of a bilateral FTA, and
b) markets to which Swiss companies export under WTO MFN conditions.

3.3. CASE A: JAPAN
Graph 2 illustrates the case a), e.g. Japan. Switzerland has concluded an Agreement on Free Trade and Economic Partnership
(FTEPA) with Japan, with substantive provisions on trade in goods referring to the liberalisation of trade in industrial products
as well as selected processed and basic agricultural products, rules of origin, custom procedures, trade facilitation as well as
provisions relating to non-tariff barriers, services, and intellectual property. FTEPA came into force on 1st September 2009.
Japan also already has preferential trade relations with almost all TPP members in place, with the exceptions of the US and
New Zealand. Therefore, in case of the implementation of a TPP Agreement, changes will occur mainly in relation to the
economic exchange with these two countries. Swiss companies will loose specific competitive advantages on the Japanese
market based on FTEPA utilization, in relation to their competitors from the US and New Zealand.
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3.3.1. Graph 2: Effects of the Trans-Pacific Partnership Agreement (TPPA): Case a) Japan

Notes: CHE Switzerland, JPN Japan, CAN Canada, MEX Mexico, CHL Chile, PER Peru, AUS Australia, NZL New Zealand, MYS Malaysia, SGP
Singapore, VNM Vietnam, BRN Brunei. World Trade Organization (WTO) most-favoured-nation treatment (MFN). Free Trade Agreement
(FTA): bilateral or plurilateral; in force, concluded or under negotiation. Source: Author.

3.4. CASE B: USA
Graph 3 illustrates the case b), e.g. the US. The US do already have preferential relations with six TPP member countries,
which means that TPP will mainly affect imports from the other five TPP members (Brunei, Japan, Malaysia, New Zealand,
Vietnam).
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3.4.1. Graph 3: Effects of the Trans-Pacific Partnership Agreement (TPPA): Case b) US

Source: Author.

Notes: CHE Switzerland, JPN Japan, CAN Canada, MEX Mexico, CHL Chile, PER Peru, AUS Australia, NZL New Zealand, MYS Malaysia, SGP
Singapore, VNM Vietnam, BRN Brunei. World Trade Organization (WTO) most-favoured-nation treatment (MFN). Free Trade Agreement
(FTA): bilateral or plurilateral; in force, concluded or under negotiation. Source: Author.

3.5. TRADE POLICY MATRIX
Graph 4 depicts the complex matrix of 132 export relations among TPP member states and Switzerland added as a third
country.
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3.5.1. Graph 4: Matrix of Trade Policy Relations among Trans-Pacific Partnership (TPP) Member Countries
and Switzerland

Notes: blue: WTO MFN relation, yellowgreen: FTA relation (different stages: concluded/in force, tariffs phasing out, some under negotiations),
green: P4/TPP relation. CHE Switzerland, JPN Japan, CAN Canada, MEX Mexico, CHL Chile, PER Peru, AUS Australia, NZL New Zealand,
MYS Malaysia, SGP Singapore, VNM Vietnam, BRN Brunei. Source: Author.

Of the 132 export relations among TPP members, only 21 will be affected profoundly by the implementation of a TPP
Agreement, turning WTO MFN relations into preferential ones. This, however, is not the topic of this study.
In the cases where Switzerland has an FTA in place, Swiss companies will loose their privileged position based on preferential
treatement, in the others their competitors will gain advantages. Since Switzerland has FTAs implemented (or under
negotiation) with eight of the twelve current TPP members, this study focuses on the remaining four markets, namely the US,
Australia, New Zealand and Brunei3.
Based on trade data4 for 2014 and applied tariff rates, we can calculate the amount of duties that exporters, or importers, of
Swiss products pay annually entering these markets. This sum equals the savings potential of an FTA:


US Market: CH exports 24.9 Bio USD, duties paid 222 Mio USD (= FTA savings potential)



AUS Market: CH exports 2.2 Bio USD, duties paid 25.8 Mio USD (= FTA savings potential)



NZL Market: CH exports 252 Mio USD, duties paid 3.9 Mio USD (= FTA savings potential)



BRN Market: CH exports 13 Mio USD, duties paid 800'000 USD (= FTA savings potential).

3

Brunei has a comparatively small market with a population of 417'784 (2013).

4

Data source: UNCOMTRADE.
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3.6. SWISS EXPORTS
Swiss exports to these countries can take place tariff-free, even without a bilateral preferential agreement. This is the case when
a country has unilateral zero duties on certain imports (e.g. import of machinery into Japan) or when the goods are traded
under specific plurilateral liberalization schemes such as the Information Technology Agreement or the Pharma Agreement.
Therefore, the cases of Swiss exports to TPP markets have to be filtered which are


not covered by preferential agreements, bi- or plurilateral



not unilaterally set for zero duties by the importing country.

What remains is the theoretical universe in which the TPPA might create discrimination potential against Swiss exporters.
However, in many cases, this might be irrelevant for Swiss companies, especially when there are no Swiss exports in the tariff
line concerned. E.g. if Japanese sake (rice wine) exports to the US are freed from US duties thanks to TPP, Swiss exports are
not affected since Switzerland is not (yet) a producer of sake. Hence the TPPA's potential effects have to be weighted against
established Swiss export positions.

3.7. TPPA'S DISCRIMINATION POTENTIAL
The formula used to estimate TPPA's discrimination potential against Swiss companies is composed of two elements:


The savings potential for export position of country 1: Cexp1TPP SAV POT, calculated as the multiplication of the
export volume of country 1 (EXP VOL Cexp1) with the applied tariff rates of importing country 1 (ATR Cimp1).
Cexp1TPP SAV POT = EXP VOL Cexp1 x ATR Cimp1



The discrimination potential against Swiss companies, defined as the multiplication of the Swiss export position in
importing country 1 with competing country 1 TPPA-induced savings potential on the market importing country 1.
DPV = CH EXP VOL x Cexp1TPP SAV POT

A hypothetical example may clarify the calculation method: Coffee machines made in Malaysia compete with coffee machines
of Swiss origin on the US market. Malaysian exporters do not enjoy free trade relation with the US yet and will therefore
benefit from TPPA-induced tariff abolishment (US applied tariff rate of 4% on coffee machines). A (hypothetical) 100% TPPAutilization for the export of coffee machines will enable Malaysian exporters to save 4 Mio USD annually, from the enforcement
of TPPA. Swiss exports stay unchanged, but have to face an worsened competitive position on the US market in relation to their
Malaysian competitors. Let's assume that both Switzerland and Malaysia export coffee machines to the US to the amount of
100 Mio USD annually. Malaysia's TPPA savings potential in this position is 4 Mio USD, this is multiplied with 100 Mio USD of
Swiss exports. The Discrimination Potential Value (DPV) is 400'000'000'000'000.
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In two cases, the discrimination potential value equals zero:
1.

In the case when there is no TPPA-induced savings potential for competing exporting country 1, Swiss positions are
not affected by the TPPA.

2.

In the case when there is TPPA-induced savings potential, but there are no Swiss exports in this tariff line (“sake
case”).

The calculation of the TPPA discrimination potential value for every Swiss export position makes possible rankings of the
positions affected, according to export market, sector or product group. This is a useful 'early warning' instrument for
companies, business associations, chambers of commerce as well as trade diplomats and consultants in preparing for the
TPPA-related changes.
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4. Results

4.1. THE TPPA DISCRIMINATION POTENTIAL INDEX (TPPA-DPI)
The main result of this study is the TPPA Discrimination Potential Index (TPPA-DPI), a ranking of trade flows according to its
Discrimination Potential Value (DPV). Table 1 shows the top twenty positions. The import ID identifies the specific trade flow
for importer (e.g. first position USA848180JPN), HS Code (USA848180JPN) and exporter (USA848180JPN). This means
that the most relevant case for Switzerland of a TPPA-induced discrimination effect affects the exports of appliances for pipes,
boiler shells, tanks etc. to the US market, and that the main beneficiaries are Japanese competitors producing this type of
goods. The highest DPV is a consequence from a high savings potential for Japanese producers thanks to the TPPA on one side,
and strong Swiss export positions on the other.
Table 1 reveals that eleven of the twenty most strongly affected Swiss exports goods are products the mechanical and electrical
engineering industry (MEM) industry, if we include the one position of vehicles (HS870323, car motors). Six cases concern the
chemical industry (incl. two oil positions), two cases instruments (HS90), and one is products made of plastic.
The complete TPPA-DPI for the four markets (USA, AUS, NZL, BRN), too voluminous to be printed, reveals that 7'472 Swiss
export positions (HS-6 level) are affected by the TPPA, albeit to different degrees. Focusing on the most significant positions,
we can identify that the first 193 positions exclusively concern US-imports, which means that, from a Swiss perspective, the
most relevant consequences of the TPPA are advantages for competitors of Swiss companies on the US market. This finding is
confirmed when evaluating the top 500 TPPA-DPI positions.
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4.1.1. Table 1: TPPA-DPI Top Twenty Positions

Source: Author's calculations based on UNCOMTRADE data for 2014.

4.2. TPPA-DPI: TOP 500 POSITIONS
Of the top 500 TPPA-DPI positions, depicting “where the TPPA hurts Swiss companies most”, concern 11 the Australian
market, 6 the New Zealand market – all others the US-market. Therefore it is firmly established that it is mainly on the US
market where the implementation of the TPPA will affect Swiss companies. Main beneficiaries will be Japanese competitors of
Swiss companies on the US-market (306 of 500 most relevant cases), in 81 cases competitors based in Vietnam, and in 76 cases
competitors in Malaysia (all on the US market). Also significant are the TPPA-induced competitive advantages that Canadian
competitors to Swiss companies will enjoy on the Australian market (11 cases) and some US-competitors in New Zealand (5
cases).
Which sectors are most affected? Of the 500 most significant TPPA-DPI positions, most concern the MEM-industry (232 cases,
incl. 10 of top twenty positions, cf. Table 1), 66 cases the chemical industry (incl. 6 of top twenty), 52 cases plastic articles (incl.
1 of top twenty), 46 cases instruments (incl. 2 of top twenty), 27 cases textiles, and 22 cases agricultural products.

4.3. EXPORTS NOT AFFECTED BY THE TPPA
The DPI reveals the Swiss export positions affected by the TPPA, and vice versa also those irrelevant for Swiss companies for
the time being. This is the case for 73'220 import positions of the US, Australia, New Zealand, and Brunei (90.7% of total
80'692 cases): there is either simply no TPPA-induced savings potential or there are no Swiss export interests – the DPV is
zero. Table 2 lists the top four Swiss exports to the US, two pharmaceutical categories (HS30), wrist-watches (HS91) and
sugared beverages (HS22). These exports to the amount of more than 10 Bio USD (already more than 40% of total Swiss
exports to the US) are already MFN tariff-free and therefore unaffected by the TPPA tariff reductions.
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4.3.1. Table 2: Swiss Exports to the US: Top Four Positions (2014)
Import ID

USD

MFN ATR

USA300490CHE

7914036553

0.00%

USA300210CHE

1199048769

0.00%

USA910221CHE

1129247783

0.00%

USA220210CHE

766051528

0.00%

Source: Author's calculations based on UNCOMTRADE data.

Another main results of this study is, therefore, that only in 9.3% of theoretically possible cases, Swiss exports to the US,
Australia, New Zealand and Brunei will be affected by the TPPA.
In terms of volume, what is the share of total Swiss exports not affected by the TPPA? In relation to the total volume (value) of
Swiss exports to the US, almost 70% are not affected by TPP (table 3). In the case of Australia, this is 70.4% (table 4), and in
New Zealand 61.4% (table 5). In general, among the exports more strongly affected are textiles, plastic/rubber and
metal/machinery, while sectors such as pharma, instruments and watches are less concerned.
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4.3.2. Table 3: Swiss Exports to the US not affected by TPP

Source: Author's calculations based on UNCOMTRADE data.

4.3.3. Table 4: Swiss Exports to Australia not affected by TPP

Source: Author's calculations based on UNCOMTRADE data.
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4.3.4. Table 5: Swiss Exports to New Zealand not affected by TPP

Source: Author's calculations based on UNCOMTRADE data.

As a consequence of this analysis, detailed studies have to be conducted for individual markets and specific products of
interest. In the case of sugared beverages, Swiss exports to the US are not affected by the TPPA, but they are e.g. in New
Zealand, where competitors based in the US and Japan will profit from tariff abolishment by TPPA, but not Swiss exporters.

4.4. TPPA-DPI: SWISS FOOD EXPORTS
Looking at the TPPA-DPI for food products (HS 01-24) affected, we find that cheese producers in New Zealand will potentially
profit most from improved market access in the US. Regarding food preparations, Swiss companies will encounter competitors
from Malaysia, Vietnam, Japan, and again from New Zealand with TPPA-induced advantages on the US market.
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4.4.1. Table 6: TPPA-DPI Top Ten Swiss Food Positions

Source: Author's calculations based on UNCOMTRADE data for 2014.

Regarding agricultural products, the results of the DPI calculation are not as precise as for the products of other sectors but
rather approximating estimations. In many cases, TPPA measures implemented in this area do not correspond to complete
liberalisation, but take the form of (new or extended) tariff-rate quotas (TRQs). Canada e.g. defended successfully its “supply
management program” (consisting of production controls, price controls, and import controls) by opening “only a very modest
part” of the sector: “between 86 to 98%… will remain in the hands of Canadian producers”. 5 Japan e.g. will maintain its 778%
tariff on imported rice, but has agreed to increase the quota for rice imports from the US and Australia, by 78,000 tons to a
total of 850,000 tons a year, which is about 10% of annual domestic consumption. 6 Therefore, TPPA-induced impacts on these
items have to be studied qualitatively, one by one.

4.5. TPPA-DPI: SWISS TEXTILE EXPORTS
Applied tariffs on textiles are usually comparatively high, e.g. in the case of the US up to 15% and more on special items.
Looking at the TPPA-DPI for the textile positions (HS 50-63) affected, we see that Vietnamese competitors will profit most
from the TPPA, on the US-market. Among the top ten TPPA-DPI positions, we also find that there is competition from Japan
regarding special textiles on the US market.

5

Canada To Provide ‘Limited’ New TPP Access For Supply Managed Products, Inside U.S. Trade, October 6, 2015.

6

TPP Deal Expected to Shake Up Japan’s Agriculture Sector, Wall Street Journal, October 6, 2015.
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4.5.1. Table 7: TPPA-DPI Top Ten Swiss Textile Positions

Source: Author's calculations based on UNCOMTRADE data for 2014

4.6. TPPA-DPI: SWISS MACHINERY EXPORTS
As mentioned under “4.2 Top 500 Positions” the mechanical and electrical engineering (MEM) industry is Switzerland's most
strongly affected economic sector, mainly machinery (and parts thereof, HS84-85). Table 8 depicts the top twenty cases in
which Japanese competitors will get advantages on the US market. Furthermore, it also includes four cases (3 Malaysian, 1
Vietnamese) where other competitors might enjoy TPPA-induced benefits.
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4.6.1. Table 8: TPPA-DPI Top Twenty Swiss MEM Positions

Source: Author's calculations based on UNCOMTRADE data for 2014

4.7. TPPA-DPI: SWISS VEHICLES EXPORTS
Access to the US market is also decisive in the cars' and cars' parts business. The TPPA will improve market access mainly for
Japanese and Malaysian exporters, very likely to the disadvantage of their Swiss and other European competitors.

23

4.7.1. Table 9: TPPA-DPI Top Ten Swiss Vehicles Positions

Source: Author's calculations based on UNCOMTRADE data for 2014

Cars and car parts have been a core negotiation issue in the TPP negotiations. At the end, the US and Japan agreed to long
periods before American tariffs on Japanese vehicles sold in the US are phased out — 30 years for trucks, 25 for cars, and up to
15 years for some car parts.7

4.8. TPPA-DPI: SWISS INSTRUMENT EXPORTS
As in the related MEM industry, regarding instruments (HS90) the TPPA is strongly about improving US market access for
Japanese companies. Swiss companies will have to face tougher price competition as soon the tariffs will be abolished for TPPmembers. US applied tariffs are in most categories affected as low as 1% or 2%, but the export values are often extraordinarily
high.

7

Auto parts differences between Japan, U.S. and others seen clouding prospects for next TPP ministerial talks, Japan Times, September 13, 2015; Trans-Pacific
Partnership Is Reached, but Faces Scrutiny in Congress, New York Times, October 5, 2015.
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4.8.1. Table 10: TPPA-DPI Top Ten Swiss Instruments Positions

Source: Author's calculations based on UNCOMTRADE data for 2014.

4.9. TPPA-DPI: SWISS WATCHES EXPORTS
Again, TPPA will affect Swiss companies mainly on the US market where competitors from Japan, Vietnam and New Zealand
will profit from further lowering of tariffs. Many categories of watch imports are already duty free, but as the DPI shows, this
applies not to all categories relevant for the Swiss watch industry.
4.9.1. Table 11: TPPA-DPI Top Ten Swiss Watches Positions

Source: Author's calculations based on UNCOMTRADE data for 2014.
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4.10.

CASE STUDY: MALAYSIA

Since the FTA with Malaysia has not been concluded yet, this additional chapter assesses the TPPA effects in the case the
negotiations could not be brought to a successful end. In this case, Switzerland would be treated as third country state without
an FTA and Swiss exports would take place under WTO MFN conditions.
Table 12 depicts the top twenty TPPA-DPI positions on the Malaysian market. Most strongly affected would be Swiss
machinery exports (HS84-85), with 12 of top twenty positions. Including iron and aluminum products, the MEM sector
accounts for 14 positions altogether. Furthermore, Swiss chocolate would compete in Malaysia with chocolate imports from the
US under FTA conditions. Food preparations (HS21) of Swiss origin will experience tougher competition from North American
producers (USA, CAN), among others.

4.10.1. Table 12: TPPA-DPI Top Twenty Positions on the Malaysian Market

Source: Author's calculations based on UNCOMTRADE data for 2014.

Table 13 reveals that, in the case of the Malaysian market not being covered by an FTA with Switzerland/EFTA, more than 80%
of Swiss exports would not be affected by TPP. Potential disadvantages would mainly concern food and plastic/rubber products
as well as the MEM sector.
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4.10.2. Table 13: Swiss Exports to Malaysia not affected by TPP

Source: Author's calculations based on UNCOMTRADE data.

4.11.

CASE STUDY: VIETNAM

Since the FTA with Vietnam has not been concluded yet, this additional chapter assesses the TPPA effects in the case the
negotiations could not be brought to a successful end. In this case, Switzerland would be treated as third country state and
Swiss exports would take place under WTO MFN conditions.
Table 14 depicts the top twenty TPPA-DPI positions on the Vietnamese market. Vietnam is not a signatory to the WTO Pharmaceutical Agreement and currently applies significant tariffs on imported medicaments. As a consequence, four of the top
twenty positions on the TPPA-DPI concern pharmaceutical products (HS30), including three of the top four. Again, Swiss
machinery exports (HS84-85) will be strongly affected, with 8 of top twenty positions. As in the case of Malaysia, food
preparations (HS21) of Swiss origin will experience tougher competition from American producers.
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4.11.1. Table 14: TPPA-DPI Top Twenty Positions on the Vietnamese Market

Source: Author's calculations based on UNCOMTRADE data for 2014.

Vietnam is the case in which TPP would make this biggest differences in case an FTA with Switzerland/EFTA could not be
implemented. As table 15 shows. more than half of Swiss exports would experience disadvantages vis-à-vis TPP-competitors on
the Vietnamese market. It is the tariffs on chemical/pharma and watches that are accountable for the significant differences.
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4.11.2. Table 15: Swiss Exports to Vietnam not affected by TPP

Source: Author's calculations based on UNCOMTRADE data.
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5. Conclusion
TPPA as a mega-regional preferential trade agreement will have discriminatory effects on companies in third countries. The
aim of this study was to gain a better understanding on which TPP markets and for which groups of products the
competitiveness of the Swiss companies might be negatively affected by the TPPA. A new analytic tool has been developed for
this study, the Discrimination Potential Index (DPI), a ranking of trade flows according to their Discrimination Potential Value
(DPV). The TPPA-DPI revealed which Swiss export positions are potentially affected in a negative way by the implementation
this Agreement concluded in October 2015 by 12 countries in the Asia-Pacific region, but also those which are not.
To summarize the main finding in one sentence: The TPPA brings significant competitive advantages to (mainly Japanese)
competitors of Swiss companies mainly on the US-market. The TPPA also negatively affects Swiss positions in Australia and
New Zealand. A wide range of sectors and positions is affected, No. 1 being the mechanical and electrical engineering industry
(MEM), but also also chemical products, instruments, watches, and cheese.
On behalf of political actors and companies in Switzerland further, more detailed studies have to be conducted for separate
markets and specific products of interest. Smaller markets as well as sectors with lower export volumes, such as food or
textiles, may not make it into the upper ranks of the DPI, while the TPPA may influence their future business significantly
nonetheless. These studies will lay the groundwork for effective strategies to cope with the TPPA-induced changes which will
be felt probably from 2017 onward on this four markets.
The TPPA-induced advantages for competitors to Swiss companies identified in this study will materialize depending (a) on the
Agreement's successful ratification by TPP-member states. The implementation of measures will be immediately after
enforcement or over a transitions period of 10 or more years. The TPPA-induced advantages will materialize (b) depending on
the Agreement's practical applicability and usability which cannot be assessed yet. The TPPA can be accessed here:
https://medium.com/the-trans-pacific-partnership
We know from previous studies, however, that utilization rates are far from 100% (Plummer et al. 2010; Schaub 2012). This
will not be different in the case of the TPP, but constitutes no reason to downplay the significant discriminatory effects of TPPA
against Swiss companies that will occur.
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