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5 March 2014 
 
Stephen Jacobi 
Executive Director  
NZ US Council 
stephen@jacobi.co.nz 
 
Dear Stephen 
 
We welcome your invitation to discuss TPP matters in a respectful manner, and 
believe that to be true to this, the dialogue must go beyond just a respectful tone and 
must also have respect for the facts and context. 
 
Your article in the Dompost of 25 February, responding to ours on the 14th, repeatedly 
criticised the Sustainability Council’s review of the Peterson Institute study for not 
having produced precise alternative estimates of the economic gains potentially 
available.   
 
Our clearly signalled focus was to critique the methodology used by the US team of 
economists lead by Petri that projected large gains for New Zealand from the TPP, not 
present counter estimates.  In Economic Costs and Gains from the TPP, we identified 
specific assumptions the US team relied on that are not based on mainstream 
economic theory.  Our conclusion that the gains from the TPP are much less than 
claimed by Petri et al was based on removing the effect of those assumptions from the 
modelling.  We were able to see the effect of that in very broad terms, but it is not 
possible to say precisely how much value is wiped out as a result without access to the 
private model built by Petri et al, so it is unreasonable for you to expect a precise 
value from us.   
 
To further imply that one must have a fully operational competing CGE model of the 
TPP in order to be able to challenge the integrity of such a model suggests you seek to 
narrow the range of legitimate critics to those who can secure funding for what are 
quite expensive exercises.  
 
In any case, one of our key points was the same as that made by the Australian 
Productivity Commission: the type of analysis used by the Petri team is inappropriate 
for assessing trade deals in advance.  Your criticism that we did not provide 
alternative numbers therefore misses the point. 
 
More fundamentally, we wonder exactly what you took from our review.  For you 
lead in your article with the claim that the NZ Institute of Economic Research was 
asked to “assess the research methodology and findings” of Petri et al as though this 
covered the work published by the Peterson Institute that we reviewed.  The institute 
actually covered only Petri et al’s more limited earlier work undertaken in 2011 (and 
there gave that quite a cautious response).  It certainly did not review the 2012 model 
scenarios that we critiqued.   



 

 
The major extension in scope of the model for the 2012 study saw estimated gains rise 
from US$1.7 billion in the exercise NZIER reviewed to US$4.5 billion in that 
published by the Peterson Institute.  That extension was the main focus of our critique 
and it is hard to see how you would not have spotted your error had you followed that.   
 
Which (respectfully still) calls into question whether you really meant to endorse the 
estimates produced for the Peterson Institute.  Even Trade Minister Tim Groser has 
now abandoned these estimates – when he was on the record having taken them as his 
own in Parliament.   
 
When you say: “The Sustainability Council suggests the benefits of TPP should be 
confined to tariff cuts”, we again wonder what you were understanding from our 
review.  Yes, it is highly critical of the way the extended model values services but 
nowhere did we say that gains from services should not be counted. 
 
Also, you say that the Sustainability Council wants the texts published “now”, when 
our article said: “The acid test for the New Zealand government will be, when it has 
finalised negotiations, whether it will release the text for public scrutiny …”.    
 
Having cleared up these errors and misconceptions, we can move on thank you for 
acknowledging in your article our question: “why the reluctance to discuss the overall 
costs and benefits”.   
 
Your response with respect to costs however is to implicitly dismiss them for want of 
quantitative evidence.  Is Nobel prize-winning economist Joseph Stiglitz (whom we 
quote extensively) to be similarly dismissed because he too provides no quantitative 
estimates?  Again, you seem to be seeking to unduly narrow the basis for discussion 
to numbers – and as we explain, many of the matters generating costs are not well 
suited to quantification.  
 
Respectful discussion can be blunt (as some of the above is). Above all, genuine 
respect comes from a process of getting to grips with the detail and exchanging 
understandings on issues in a way that allows for discussion and clarification to see 
where there are actual differences and where there is not.  Happy to engage in that if 
you seek it. 
 
 
Yours sincerely 
 
 
 
 
Simon Terry     Geoff Bertram 
Executive Director     Senior Associate 
Sustainability Council  Victoria University Institute of 

Governance and Policy Studies 


