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Do CPTPP-Style Digital Trade 
Rules Add New Value? 
By Kati Suominen

The Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) among 11 coun-
tries—Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Viet-
nam—broke new ground addressing digital trade issues via a comprehensive e-commerce chapter. What is 
the value of that chapter in terms of trade and digital trade? 

Little is known to date about the impact of the CPTPP in general, and its e-commerce chapter in 
particular, on trade, investment, and e-commerce in the CPTPP region. This, of course, is not surpris-
ing—the agreement is not even three years old. However, learning about the CPTPP’s value added, and 
especially the value added of its e-commerce provisions, is hugely relevant, both for CPTPP members 
and the many countries that have inked trade deals with comprehensive digital trade chapters in 
recent years, such as the United States with Mexico and Canada, Singapore with Australia, and Chile 
with Uruguay and Brazil, respectively.  

The value added of digital trade commitments on trade is also relevant for governments working on e-com-
merce negotiations in Geneva among the leading World Trade Organization (WTO) members and among 
the many countries and regional groupings, such as the members of the African Continental Free Trade 
Area (AfCFTA), that are pursuing agreements related to e-commerce. Moreover, e-commerce is booming 
globally; rules around it will shape the extent to which e-commerce sellers, many of them micro and small 
firms, can internationalize and, in turn, hasten their recovery from Covid-19.

One way to learn about the CPTPP’s impacts is through firm-level surveys that were displayed earlier in 
this series. These suggested that the CPTPP is valuable for the CPTPP region’s firms as a means to open 
new market access in goods and services and in terms of setting the ground rules for e-commerce. Firms 
especially value the agreement’s commitments to consumer protection, free cross-border data flows, and 
ban on server localization. 
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Another way to explore the CPTPP’s impact is to assess the trade effects of preferential trade agreements 
(PTAs) such as the CPTPP that have comprehensive e-commerce chapters. This article takes a look at 
existing literature on the impact of trade agreements on trade, and especially digital trade, and performs a 
preliminary assessment of CPTPP-style PTA’s trade effects. 

Digital Trade in Free Trade Agreements Is Increasingly Fashionable
As the World Trade Organization’s (WTO) Doha Round stagnated in the 2000s, PTAs emerged as a means 
for countries to integrate with each other and incubate new trade and trade-related rules in areas such as 
services trade, investment regulations, trade facilitation, and intellectual property rights. In recent years, 
a growing number of governments have also used PTAs to forge agreements that have a dedicated chapter 
for e-commerce, such as the CPTPP, or “digital trade,” as in United States-Mexico-Canada Agreement (USM-
CA). Such agreements include sophisticated provisions to protect consumers, enable cross-border data 
flows, ban server localization, protect member-country firms’ source code, and so on. These comprehensive 
digital trade chapters have started to be increasingly common in PTAs formed in 2020 and 2021, often 
among CPTPP members, such as the 2020 Australia-Peru FTA and 2020 USMCA (Figure 1). 

Figure 1: New Trade Agreements Notified to the WTO in 1957–2021, by Coverage

Source: Survey data collected by the author.

Granted, many PTAs struck even in the heyday of PTA formation in the 2000s contain some e-commerce-relat-
ed rules. For example, a great many PTAs have adopted the WTO’s moratorium on customs duties on electronic 
transmissions, and many also promote paperless trade. In a 2017 mapping, 75 PTAs, or over a quarter of all 
PTAs notified to the WTO at the time, had some specific provisions on e-commerce. In addition, PTA provisions 
on issues such as intellectual property protection, services liberalization, technical barriers to trade, and pa-
perless trade commitments also facilitate trade and e-commerce. Many PTAs also promote alignment between 
domestic regulations with international model laws on e-commerce. However, it is only in the past few years 
that countries have adopted e-commerce chapters with the kind of comprehensive scope used in the CPTPP. 
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How Trade Integration, Digitization, and Digital Trade Provisions Shape Trade Flows
There is a voluminous body of academic literature on the impacts of trade agreements on trade flows 
among members and non-members.1 In the main, this literature shows that liberalizing and well-im-
plemented PTAs promote trade among members. Agreements whose members adhere to the principle 
of open regionalism and lower, or at least do not raise, trade barriers to third parties also tend to pro-
mote trade with third parties, due to increased import demand from the members. PTAs have also been 
found to impart benefits that go well beyond traditional analyses on gains from trade, such as propelling 
export-oriented, efficiency-seeking investment flows among members; encouraging cooperation among 
members on customs and infrastructure integration; and helping relax members’ political economy con-
straints to multilateral trade talks.

In the digital era, another question has emerged: how does expanding internet penetration rates in a coun-
try affect its trade flows? This is a sensible question: individuals in advanced countries can much more eas-
ily use the internet to find sellers in foreign countries, pay them, and orchestrate shipments at the press of 
a button. Digitization also streamlines the numerous paper-based processes businesses need to carry out 
and manage trade logistics and trade compliance, reducing trade costs and facilitating trade. Of course, the 
internet also enables trade in digital services among countries and cross-border transmission of data that 
enables efficiencies in services and manufacturing. 

There is a long-standing literature on the positive impacts of the internet and broadband use on trade in 
goods and services and, more recently, export diversification.2 Business survey data for this study shows 
that these patterns are very much at play at the firm level: companies in the CPTPP region that are most 
digitized and aware of trade agreements also tend to export and export to multiple markets (Figure 2).

1  For literature reviews, see, for example, Kati Suominen, “Enhancing Coherence and Inclusiveness in the Global Trading 
System in the Era of Regionalism,” The E15 Initiative, January 2016, https://e15initiative.org/publications/enhancing-coherence-in-
clusiveness-global-trading-system-era-regionalism/; and Siyu Huang et al., “Effects of Regional Trade Agreement to Local and Global 
Trade Purity Relationships,” Complexity (2020), doi:10.1155/2020/2987217.

2  Two decades ago, Freund and Weinhold found that internet penetration promotes trade in services; in 2014, Riker found 
that growth in broadband use between 2000 and 2011 increased countries’ trade-to-GDP ratios by 4.2 percentage points on average; 
and in 2018, López González and Ferencz found that internet use is associated with market and product diversification in trade. In 
firm-level surveys in the CPTPP region, this study finds that companies that use e-commerce and are digitized are especially likely 
to export and export to many markets, a finding echoed by dozens of surveys carried out by the author’s company, Nextrade Group. 
Caroline Freund and Diana Weinhold, “The Internet and International Trade in Services,” American Economic Review 92, no. 2 (May 
2002), doi:10.1257/000282802320189320; and David Riker, “Internet Use and Openness to Trade,” U.S. International Trade Commis-
sion, https://www.usitc.gov/publications/332/ec201412c.pdf; and Javier López González and Janos Ferencz, “Digital Trade and Market 
Openness,” OECD, OECD Trade Policy Papers, October 8, 2018, https://www.oecd-ilibrary.org/trade/digital-trade-and-market-open-
ness_1bd89c9a-en. 

https://e15initiative.org/wp-content/uploads/2015/01/E15_RTAs-_Estevadeordal-et-al_FINAL.pdf
https://e15initiative.org/publications/enhancing-coherence-inclusiveness-global-trading-system-era-regionalism/
https://e15initiative.org/publications/enhancing-coherence-inclusiveness-global-trading-system-era-regionalism/
file:///C:\Users\12022\Downloads\10.1257\000282802320189320
https://www.usitc.gov/publications/332/ec201412c.pdf
https://www.oecd-ilibrary.org/trade/digital-trade-and-market-openness_1bd89c9a-en
https://www.oecd-ilibrary.org/trade/digital-trade-and-market-openness_1bd89c9a-en
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Figure 2: Export Diversification by Online Sales Channels Used, Firms in the CPTPP Region

Source: Survey data collected by author.

In short, there is substantial evidence, much more than can be summarized here, that PTAs and connec-

tivity promote trade among nations. There is also some evidence that PTAs promote cross-border e-com-
merce in services (or trade in digitally deliverable services). 

Impacts of “Super PTAs” on Trade
Do PTAs with robust e-commerce chapters promote trade and digital trade? This question is still quite unex-

plored given that CPTPP-style “Super-PTAs”—binding, highly comprehensive agreements that cover trade in 

goods and services, digital trade rules, data flows, and investor protections—are few in number and recent. Here, 

this question is explored very preliminarily through a gravity data set that catalogues bilateral trade among 

countries for goods between 1970 and 2020 and for services between 2005 and 2019, disaggregating PTAs into 

four types that cover trade in goods; trade in services; trade in goods and services; and trade in goods, services, 

and digital trade respectively. The results in Table 1 in the appendix can be summarized as follows:

 ▪ The gravity model estimates the impact on bilateral trade flows of such variables as the size of coun-

tries’ economies, distance between countries, whether the countries speak a common language, and 

whether they have a common trade agreement. Here, these variables behave as expected. In addition, 

PTAs and the internet—combined broadband penetration rates of the country pair—help promote 

trade in goods, trade in commercial services, and trade in digitally deliverable services among pairs 

of countries. This echoes findings, for example, by López González and Ferencz that noted a positive 

relationship between PTAs, use of internet, and bilateral trade in goods and services across sectors.
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 ▪ The most comprehensive PTAs, ones that, like the CPTPP, cover goods, services, and e-commerce in a 
robust manner, are positively associated with trade in goods among the parties. These Super PTAs also 
appear to promote trade in commercial services and digitally deliverable services. This statement is, 
however, preliminary: the data set for services ends in 2019, so agreements with digital trade chapters 
such as the USMCA are not included, and the CPTPP had only been in effect for one year. 

 ▪ These results do raise hypotheses about the potential of comprehensive PTAs to promote mem-
ber-country firms’ use of foreign components, digital services, and data in their production processes 
and value chains. It can be hypothesized that these Super PTAs’ provisions on free exchange of goods, 
services, and data are highly complementary and especially beneficial for modern production and 
business operations that leverage data and digital services. Several studies already attest to the com-
plementarities between sophisticated digital services, services liberalization, and trade in goods.

In sum, this preliminary look suggests that PTAs with robust e-commerce chapters, along with chapters in 
goods and services, help promote trade in goods, services, and digital services among the member coun-
tries. This statement needs to be taken with a grain of salt. The number of comprehensive agreements is 
small, and time series to analyze them are very short; for now, this analysis also cannot state that the most 
comprehensive CPTPP-like agreements are associated with increased trade because they have provisions on 
digital trade or whether they might have produced the same impact without the e-commerce chapter. The 
unique contributions of the different PTA chapters to trade and economic outcomes are beyond this brief 
look and, in general, are challenging to establish. The World Bank’s initiative on deep trade agreements 
addresses the great many provisions in PTAs and seeks to assess their impacts. 

There is a great deal of work ahead to assess the value added of trade agreements with robust e-commerce 
chapters. For example: 

 ▪ The impacts of PTAs with e-commerce chapters that have been signed in the past three years will need 
to be assessed better in the future, with more complete bilateral goods and services trade data. 

 ▪ There is much more work ahead to improve the quality of data on trade in services, and also to capture 
cross-border e-commerce in goods, for researchers to be able to relate trade commitments to actual 
flows and understand the value of agreements such as the CPTPP on small businesses’ e-commerce. 
This series has used surveys to capture firms’ trade and e-commerce gains from the CPTPP. 

 ▪ Much more work needs to be done on the impact of PTA “upgrades.” Many countries are now up-
grading their existing trade agreements that often cover goods and services commitments to also 
cover digital trade issues—the USMCA, which replaced the North American Free Trade Agreement 
(NAFTA), is a particular case in point, as is the Singapore-Australia Digital Economy Agreement that 
was mounted alongside the Singapore-Australia FTA. In addition, some countries are also racing 
to pair their PTAs that have digital chapters with new agreements that are entirely about “digital” 
issues—this is the case of the Digital Economy Partnership Agreement (DEPA) among Chile, New 
Zealand, and Singapore. 

 ▪ Of course, analysts also need to account for upgrades and revisions in other parts of old PTA texts, for 
example, with the USMCA’s revisions to NAFTA’s 25-year-old Rules of Origin chapter. Overall, this 
upgrading activity, and the extent to which new agreements replace and substitute for old agreements 
or are sidecars that complement them, needs much more attention to enable policymakers to see the 
payoffs of continued PTAs upgrading to businesses, economies, and trade.  

https://voxeu.org/article/servicification-manufacturing-and-trade-policy
https://voxeu.org/article/servicification-manufacturing-and-trade-policy
https://datatopics.worldbank.org/dta/about-the-project.html
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Appendix  
The classic way to assess the impacts of trade agreements on trade among pairs of countries is the gravity 
model, whereby bilateral trade among two parties is a function of their GDPs (positive impact on the vol-
ume of bilateral trade), distance (a negative), and a number of other variables such as common language, 
common border, and a trade agreement (all of which are expected to promote trade). 

This paper uses the U.S. International Trade Commission’s dynamic gravity database for 1970 to 2020 
for gravity variables. Data on trade in goods are from United Nations Comtrade, and trade in commercial 
services is from the WTO. As a subset of commercial services, digitally deliverable services include insur-
ance and pension services; financial services; telecommunications, computer, and information services; 
other business services; and charges for the use of intellectual property. The broadband variable is a log of 
combined national broadband penetration rates.

Regressions include country and year fixed effects in Table 1, and, to account for multilateral resistance, 
country-year fixed effects in Table 2. There are familiar methodological challenges with regressions cov-
ering services given that many country pairs do not either have such flows or simply that neither party 
reports such flows. Poisson pseudo maximum likelihood (PPML) regressions used here seek to address this 
problem and are in general emerging as a useful method for gravity models. 

https://www.usitc.gov/data/gravity/dgd.htm
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Table 1: Trade Agreements and Trade in Goods, Services, and Digitally Deliverable Services, 
Country and Year Fixed Effects

 Trade in goods 
OLS

Trade in goods 
OLS

Trade in goods 
PPML

Trade in all  
services PPML

Trade in digitally deliverable  
services PPML

Independent 
variables:      

Log of  
exporter GDP 0.434*** 0.434*** 0.390*** 0.315 0.675***

(0.380) (0.380) (0.048) (0.145) (0.161)

Log of  
importer GDP 0.727*** 0.727*** 0.518*** 0.521*** 0.502***

(0.380) (0.380) (0.086) (0.159) (0.236)

Distance -1.350*** -1.350*** -0.251*** -0.698 -0.736***

(0.120) (0.120) (0.220) (0.023) (0.031)

Common lan-
guage 0.718*** 0.718*** -0.330*** 0.442*** 0.434***

(0.021) (0.021) (0.058) (0.054) (0.067)

Colonial  
relationship 0.804*** 0.800*** 0.231*** 0.019 -0.217***

(0.066) (0.659) (0.060) (0.060) (0.072)

Share border 0.462*** 0.462*** 1.319*** 0.248*** -0.039

(0.046) (0.046) (0.058) (0.05) (0.062)

Preferential trade 
agreement (PTA) 0.609***

(0.022)

PTA covering 
trade in goods 0.648*** 0.561*** 0.031 -0.655***

(0.269) (0.053) (0.148) (0.155)

PTA covering 
trade in services 0.385*** 1.104*** 0.382 0.579

(0.209) (0.172) (0.450) (0.587)

PTA covering 
goods and 
services

0.567*** 0.750*** 0.571*** 0.269***

(0.027) (0.050) (0.074) (0.089)

PTA covering 
goods, services, 
and 
vecommerce

0.818*** 0.743*** 0.424*** 0.445***

(0.256) (0.147) (0.126) (0.158)

Broadband use 
among exporter 
and importer

0.047*** 0.047*** 0.226*** 1.632*** 1.477***

(0.001) (0.010) (0.028) (0.243) (0.325)

Year fixed effect YES YES YES YES YES

Importer fixed 
effect YES YES YES YES YES

Exporter fixed 
effect YES YES YES YES YES

N 57,717 57,717 109,298 22,306 21, 918

Adj. R-sq 0.793 0.793 0.938 0.8474 0.832

    *** significant at 1 percent level; ** significant at 5 percent level; * significant at 10 percent level. Standard errors in parentheses.
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Source: Author’s original research and analysis.

Table 2: Trade Agreements and Trade in Goods, Services, and Digitally Deliverable Services, 
Country-Year Fixed Effects

 Trade in goods Trade in all  
services Trade in digitally deliverable services 

Distance  -0.230*** -0.697***  -0.809***

 (0.022) (0.020) (0.026)

Common language  -0.328 0.442*** 0.378***

 (0.058) (0.035) (0.047)

Colonial relationship 0.267*** 0.010  -0.219***

 (0.061) (0.035) (0.048)

Share border 1.265*** 0.248*** 0.020

 (0.053) (0.039) (0.053)

PTA covering trade in goods  0.567*** 0.027  -0.697***

  (0.055) (0.129) (0.129)

PTA covering trade in services 1.331*** 1.323*** 1.616***

 (0.176) (0.258) (0.354)

PTA covering goods and services  0.551*** 0.590*** 0.265***

 (0.054)*** (0.072) (0.076)

PTA covering goods, services, and ecom-
merce 0.964*** 0.564*** 0.656***

 (0.213) (0.104) (0.131)

Exporter-year fixed effects YES YES YES

Importer-year fixed effects YES YES YES

N 109,298 22,306 21, 918

Pseudo R-sq 0.944 0.903 0.898

    *** significant at 1 percent level; ** significant at 5 percent level; * significant at 10 percent level. Standard errors in parentheses.

Source: Author’s original research and analysis.


