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Dear Dr. Murat ÇEMBERCİ,

We are pleased to submit a manuscript entitled “Measuring the Potential Economic Impact of a Japan–US Free Trade Agreement: Can It Enable the US to Eliminate Its Trade Deficit in Goods with Japan?” for consideration for publication as an article in Journal of International Trade, Logistics and Law.
Japan and the US are two major countries in the global trading system, which at times have been at odds regarding each other’s international trade policies. Overall, the US has fears about its ongoing trade deficit, with the trade deficit between it and northeast Asian countries a major concern (Park, 2018). The US trade deficit in goods with Japan has also been one of the major disputes between Japan and the US. Recently, the US withdrawal from the Trans-Pacific Partnership (TPP) sent a clear signal that the US would take a new approach to trade issues and paved the way for a potential bilateral free trade agreement (FTA) with the remaining TPP countries, including Japan (Office of the United States Trade Representative, 2017). Consequently, the so-called Trade Agreement between Japan and the United States of America came into effect in early 2020 (Ministry of Foreign Affairs of Japan, 2020). However, if the US trade deficit were to increase because of this trade agreement, it could become a major flashpoint for future Japan–US relations.
The purpose of this paper is to contribute to the debate on the potential economic impact of a Japan–US FTA (JUFTA) by questioning whether it would enable the US to eliminate its trade deficit in goods with Japan. To respond to this research question, we measure the potential impact of a JUFTA using a dynamic Global Trade Analysis Project (GTAP) model.
A JUFTA is an example of one of the so-called “mega” FTAs. The potential economic impacts of FTAs have been most widely evaluated using numerical simulation with a computable general equilibrium model such as the GTAP model, with several studies quantifying the effects of mega FTAs using both static (e.g., Akahori et al., 2014; Areerat et al., 2012) and dynamic (e.g., Akahori et al., 2021; Bhattacharyay and Mukhopadhyay, 2015; Lee and Itakura, 2016) GTAP models.
However, to our knowledge, there is no existing assessment using the dynamic GTAP model to determine the economic impact of an FTA between the US as the world’s largest economy and Japan.
The main results are as follows. First, Japan is likely to experience a more substantial gain in real GDP than is the US because of the JUFTA. Second, the impact of the JUFTA is more observable in terms of agricultural output than in terms of real GDP in both Japan and the US. Third, the JUFTA not only has large impacts on the trading relationship between Japan and the US but also adverse impacts, resulting from trade diversion effects, on trading relationships with third-party countries that trade with Japan and the US. Finally, to answer our main research question, the JUFTA is unlikely to enable the US to eliminate its trade deficit in goods with Japan, although the deficit will decrease because of the JUFTA.
We believe that these empirical results are significantly interesting and important for readers of Journal of International Trade, Logistics and Law.
This manuscript is not concurrently being considered for publication elsewhere. All authors have read and approved submission of the manuscript.
Finally, this manuscript has undergone professional English editing.
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Yours sincerely,
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