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INTERNATIONAL TRADE

The United States and European Union Are the Two
Largest Markets Covered by Key Procurement-
Related Agreements

What GAO Found

The United States is a party to, or is currently negotiating, international
agreements covering government procurement with 60 countries. From 2008
through 2012 these countries together spent on average about $4.4 trillion
annually to procure goods and services and to fund capital projects. This
represented about a quarter of their total general government expenditures, and
includes spending at the central, state, and local levels. As shown in the figure
below, the United States ($1.7 trillion) and European Union ($1.6 trillion) have the
largest government procurement markets of countries covered by the World
Trade Organization (WTQO) Agreement on Government Procurement (GPA),
existing U.S. free trade agreements (FTA), the Trans-Pacific Partnership (TPP)
negotiations, or the Transatlantic Trade and Investment Partnership (T-TIP)
negotiations.

Average Annual Government Procurement by Countries Covered by the Agreement on
Government Procurement, U.S. Free Trade Agreements, Trans-Pacific Partnership
Negotiations, or Transatlantic Trade and Investment Partnership Negotiations, 2008-2012
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Sources: GAO analysis of data from the United Nations National Accounts Official Country Data database; and the International
Monetary Fund’s International Financial Statistics and its World Economic Outlook, April 2015 database. | GAO-15-717

Note: The reported value for “Remaining 32 countries” is the mean of a GAO estimate of government procurement
that ranged from $1.0 trillion and to $1.3 trillion.

From 2008 through 2012, annual procurement of countries covered under the
GPA was about $2.5 trillion, excluding the United States. In comparison,
countries with which the United States has FTAs, including some that are also
covered by the GPA, have a total annual procurement of about $500 billion to
$660 billion. For TPP and T-TIP countries, potential trade opportunities for U.S.
firms could arise from the United States negotiating for commitments to increase
the scope of covered procurements in the 56 countries covered by existing
agreements. Increased opportunities could also come from adding new
countries, however, only four of the TPP and T-TIP countries are not already
covered by an FTA or the GPA; these four countries have an overall average
annual government procurement market of no more than $60 billion.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

July 29, 2015

The Honorable Jeff Merkley

Ranking Member

Subcommittee on Financial Institutions and Consumer Protection
Committee on Banking, Housing, and Urban Affairs

United States Senate

The Honorable Tammy Baldwin

Ranking Member

Subcommittee on Federal Spending Oversight and Emergency
Management

Committee on Homeland Security and Governmental Affairs
United States Senate

Government procurement typically accounts for 10 to 15 percent of a
country’s gross domestic product, constituting a significant potential
market for international trade, according to the World Trade Organization
(WTO). However, according to officials from the Office of the United
States Trade Representative (USTR), procurement markets are often
closed to foreign competition. Over the past four decades, the United
States has played a role in developing international trade agreements that
partially open government procurement markets. Specifically, it is a party
to the WTO Agreement on Government Procurement (GPA) and a party
to U.S. free trade agreements (FTA) that also contain provisions for
granting foreign firms and suppliers certain access to government
procurement markets.

As part of a larger request for information on U.S. participation in
international procurement agreements, you asked that we provide
information on the size of government procurement markets. This report
contains that information for 60 countries with which the United States
has signed agreements containing government procurement provisions or
with which the United States is currently negotiating an agreement.

We used macroeconomic data from 2008 through 2012 from the United
Nations’ National Accounts Official Country Data database to estimate
each country’s general government procurement, which we found were
the most recent, complete, and comparable macroeconomic data
available. General government procurement includes a government’s
current purchases of goods and services, such as accounting or
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information technology services, and its investment expenditures. We
defined general government to include all levels of government—central,
state, and local." We estimated government procurement based on actual
data on the components of government procurement for the United States
and 45 other countries and extrapolated estimates for 15 countries for
which such data were not available; these are generally presented as a
range of values. We interviewed agency officials from the Department of
Commerce and USTR to gain an understanding of the procurement data
available for analysis. We also reviewed annual reports by the
Organization for Economic Cooperation and Development (OECD) using
the National Accounts Statistics database to assess general economic
and government indicators, annual reports by the European Commission
on public procurement in the European Union, a study by the WTO
assessing the value of future accessions to the GPA, and a synthesis
report of government procurement in OECD-member and non-member
countries. See appendix | for a more detailed explanation of our scope
and methodology.

We conducted this performance audit from May 2015 to July 2015 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objective. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objective.

Background

The GPA is a plurilateral agreement within the framework of the WTO
that, according to the WTO, aims to mutually open government
procurement markets among its parties.? It consists of 16 parties
(representing 43 WTO countries), including the United States.® The
current GPA (referred to as the revised GPA) entered into force on April

"In this report, we refer to “general government procurement” and “general government
expenditures” as “government procurement” and “government expenditures”, respectively.

2According to the WTO, plurilateral agreements are WTO agreements that have a
narrower group of signatories than most WTO agreements, which have all WTO members
as signatories.

3These figures reflect the July 15, 2015 accession of Montenegro to the WTO GPA. The
16 parties (including the European Union) cover 43 WTO countries, including the 28
European Union member states (countries).
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6, 2014, 20 years after a previous agreement (referred to as GPA 1994)
was signed on April 15, 1994.% The revised GPA is the result of the
parties negotiating improvements to the 1994 agreement. The two
agreements currently co-exist because some parties are still in the
process of taking the necessary domestic steps to deposit instruments of
acceptance for the revised GPA, meaning GPA 1994 is still in effect for
those parties and their trade relationships to other parties.

According to the WTO, the GPA requires that parties to the agreement
follow rules establishing open, fair, and transparent conditions of
competition in government procurement. GPA parties do not open all of
their procurement market to foreign competition; instead, the agreement
has coverage schedules that list the parties’ entities at the central and
sub-central government levels whose procurement is covered by the
agreement. Moreover, the agreement’s coverage of procurements is
delineated by threshold amounts, nature of particular goods and services
covered, and exclusions that are established in each party’s annexes. For
the United States, for example, the threshold value is set at $204,000 for
goods and services and $7.9 million for construction services for covered
central government entities.® Only procurements over these threshold
values are covered by the agreement as long as they are not specifically
exempted.

The United States has FTAs with 20 countries, 4 of which (Canada,
Israel, Singapore, and South Korea) are also parties to the GPA. The
FTAs that the United States has in force include provisions covering
government procurement. Most of these U.S. FTAs have a government
procurement chapter that includes the scope and terms of the agreement
and the procurement information that is to be published, among other

“The first agreement on government procurement was the Tokyo Round Code on
Government Procurement, signed in 1979 and entering into force in 1981. However, this
was prior to the 1994 agreement establishing the WTO.

5These amounts are listed in the Federal Register notice of trade agreement procurement
threshold values submitted by USTR in December 2013. 78 Fed. Reg. 76,700 (Dec. 18,
2013). In the GPA annexes, the threshold amounts are listed as Special Drawing Rights
(SDR). An SDR is an international reserve asset created by the International Monetary
Fund (IMF) based on four international currencies, each given a weight in the total
composition reviewed and determined by the IMF Executive Board every 5 years. The
currency value of SDRs is calculated daily, and on June 2, 2015, the rate was 1 USD =
0.718283 SDR.
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things.® U.S. FTAs that contain such a chapter generally contain an
annex further detailing parties’ government procurement commitments.
These annexes include schedules of the government entities covered
under the agreement and threshold amounts for the procurement of
goods and services and construction services.

To implement U.S. obligations under the international agreements that
cover government procurement, the United States waives preferential
purchasing requirements that would otherwise be inconsistent with the
international agreement, according to USTR. The Trade Agreements Act
of 1979, as amended, authorizes the President to exercise this waiver for
eligible products from countries that have signed an international trade
agreement with the United States or that meet certain other criteria such
as being a least developed country (LDC).” For example, for acquisitions
covered by the GPA and U.S. FTAs, USTR has waived the Buy American
Act and other preferential provisions for eligible products.®

The United States is currently negotiating additional government
procurement provisions as part of two ongoing trade initiatives led by
USTR: the Trans-Pacific Partnership (TPP)° among countries of the Asia-
Pacific region and the Transatlantic Trade and Investment Partnership (T-

5These are FTAs with the following countries: Australia, Bahrain, Canada, Chile,
Colombia, Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras,
Mexico, Morocco, Nicaragua, Oman, Panama, Peru, Singapore, and South Korea.

"The Trade Agreements Act of 1979, as amended, defines an LDC to be any country on
the United Nations General Assembly list of least developed countries. 19 U.S.C. § 2518.
According to the United Nations, LDCs are defined as low-income countries suffering from
structural impediments to sustainable development. For identifying LDCs, three criteria are
used by the United Nations’ Committee for Development Policy: gross national income per
capita, the Human Assets Index, and the Economic Vulnerability Index.

848 C.F.R. § 25.402(a)(1). The Buy American Act is an example of domestic preference
legislation that places conditions on federal government purchases to require that federal
agencies procure domestically produced, mined, or manufactured articles, supplies, and
materials for use in the United States, subject to a number of exceptions. 41 U.S.C. §§
8301 — 8305. The Buy American Act was enacted in 1933 and applies to direct purchases
by the federal government of more than $3,000. Congress has enacted other forms of
domestic preference legislation in the years following that can impose a higher domestic
content requirement or apply to indirect purchases.

%The United States is participating in TPP negotiations with 11 countries: Australia, Brunei
Darussalam, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore,
and Vietnam.
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The U.S. and
European Union
Government
Procurement Markets
Are Comparable in
Size, and Each Is
Larger Than Those of
All Other GPA and
FTA Partner
Countries Combined

TIP)'® with the European Union. TPP negotiators are still developing the
specific obligations of the government procurement provisions. USTR has
said that with regard to procurement, it anticipates that the TPP will
support U.S. exports in products such as machinery; medical,
infrastructure, transportation, and information technology equipment; and
services. For T-TIP, USTR seeks to expand market access opportunities
for U.S. goods, services, and suppliers of goods and services to the
government procurement markets of the European Union and its member
states in areas including construction, engineering, and medical devices.

From 2008 through 2012, we calculate that the United States and 60
countries that are parties to the GPA, U.S. FTAs, TPP negotiations, or T-
TIP negotiations spent on average approximately $4.4 trillion a year to
procure goods and services and to fund capital projects. For the same
period, the United States and the European Union had the largest
government procurement markets under the GPA and U.S. FTAs, but
some other parties to these agreements also had large markets. For
agreements that are currently being negotiated, U.S. firms’ potential
opportunities in foreign government procurement markets could arise
from the United States negotiating for commitments to increase the scope
of covered procurements in markets already covered by existing
agreements or adding new markets. See appendix Il for additional details
on the average annual government expenditures and procurement for the
United States and the 60 countries that are party to these key
procurement agreements.

"9T-TIP includes the 28 European Union countries, all of which are covered by the GPA as
one party.
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The Government
Procurement Markets of
the United States and
Countries That Are Parties
to the GPA, U.S. FTAs,
TPP Negotiations, or T-TIP
Negotiations Have an
Estimated Average Size of
Approximately $4.4 Trillion
a Year

From 2008 through 2012, government total expenditures’ of the United
States and the other 60 countries that are parties to the GPA, U.S. FTAs,
TPP negotiations, or T-TIP negotiations averaged about $19 trillion
dollars per year.'? As shown in figure 1, approximately $4.4 trillion
annually of those total government expenditures, or about 24 percent, are
for government procurement of goods and services, including capital
investment.’® Government procurement represents business
opportunities for domestic firms and foreign firms operating in those
countries. As shown in figure 1, only a portion of the $4.4 trillion in
expenditures is covered by the GPA and U.S. FTAs, and it is likely that
only a portion of the procurement covered by these agreements may go
to foreign firms and suppliers. (Estimating these portions was beyond the
scope of this report). Moreover, since the negotiations are ongoing, it is
difficult to determine what would potentially be covered by any agreement
resulting from the TPP negotiations and T-TIP negotiations.

""Government total expenditures include spending by the central, state, and local
governments and social security funds on compensation for government employees,
social benefits and transfers in kind, intermediate consumption, gross fixed capital
formation, and some other expenditure. They include spending on public services, health,
defense, education, and social protection, among other areas.

120f the 60 countries, 56 are either a party to the GPA ora U.S. FTA.

3Summary statistics of government procurement are based on available data on
governments’ intermediate consumption and gross fixed capital formation for 46 countries
according to the uniform table classifications as recommended in the United Nations’
System of National Accounts (SNA 1993) and estimated values of government
procurement for the remaining 15 countries. For more details on our methodology, see

app. I.
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Figure 1: Procurement Is About One-Quarter of Annual Government Total
Expenditures and Actual International Procurement Is a Portion of That
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Sources: GAO analysis of data from the United Nations National Accounts Official Country Data database; and the International
Monetary Fund’s International Financial Statistics and its World Economic Outlook, April 2015 database. | GAO-15-717

Notes: The figure shows the average annual government total expenditures and procurement in the
United States and 60 countries that are parties to the Agreement on Government Procurement, U.S.
free trade agreements, Trans-Pacific Partnership negotiations, or Transatlantic Trade and Investment
Partnership negotiations, 2008 through 2012. Figure is not drawn to scale. The reported value for
government procurement is the mean of a GAO estimate that ranged between $4.3 trillion and $4.6

trillion.
Annual government procurement by the United States, which includes the

central, state, and local levels, was on average about $1.7 trillion from
2008 through 2012. For the same period, government procurement in the
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European Union was slightly less, averaging about $1.6 trillion annually.™
We estimated that governments from all other 32 countries that are either
parties to the GPA, U.S. FTAs, TPP negotiations, or T-TIP negotiations
spent between $1.0 trillion and $1.3 trillion (with a mean of $1.1 trillion)
annually on purchasing goods, services, and construction works (see fig.
2).
|
Figure 2: Average Annual Government Procurement by Countries Covered by the
Agreement on Government Procurement, U.S. Free Trade Agreements, Trans-

Pacific Partnership Negotiations, or Transatlantic Trade and Investment Partnership
Negotiations, 2008-2012
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Sources: GAO analysis of data from the United Nations National Accounts Official Country Data database; and the International
Monetary Fund’s International Financial Statistics and its World Economic Outlook, April 2015 database. | GAO-15-717

Note: The reported value for “Remaining 32 countries” is the mean of a GAO estimate of government
procurement that ranged from $1.0 trillion and to $1.3 trillion.

4This estimate does not include procurement by European Union institutions, such as the
European Commission and the Council of the European Union. While these institutions
procure goods, services and construction works, relevant data in the United Nations
System of National Accounts and sources used for other countries were not available.
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The U.S. and European
Union Procurement
Markets Are by Far the
Largest under GPA or U.S.
FTAs, but Some Other
Parties to the Agreements
Have Large Markets

When comparing the GPA and U.S. FTA partners, the GPA countries
have a larger combined government procurement market than the FTA
partner countries. Besides the United States, the European Union is the
largest party to the GPA, and together their government procurement
makes up 80 percent of the aggregate government procurement market
of all GPA countries. The U.S. market is larger than those of all other U.S.
FTA partner countries combined. Table 1 shows government
procurement markets both for GPA parties and for U.S. FTA partner
countries.

From 2008 through 2012, the annual procurement market of countries
covered by the GPA, excluding the United States, was slightly less than
$2.5 trillion. Among the GPA countries, the European Union has large
government procurement, which constitutes about 40 percent of the
aggregate GPA market. Within the European Union, several countries
have large procurement markets. In particular, almost 70 percent of
government procurement in the European Union takes place in 5 of the
28 European Union member countries—the United Kingdom, France,
Germany, ltaly, and Spain. The countries with the smallest markets in the
European Union, such as Luxembourg, Latvia, Estonia, Cyprus, and
Malta, represent in total less than 1 percent of total European Union
government procurement. In addition to the markets of the United States
and the European Union, Japan’s government procurement market, on
average over $390 billion annually, represents about 10 percent of the
aggregate government procurement market of all GPA countries. Some
countries with sizeable procurement markets, such as Canada and South
Korea, are parties to the GPA and also have bilateral FTAs with the
United States (see table 1).

The total average annual procurement market in U.S. FTA partner
countries was about $500 billion to $660 billion from 2008 through 2012.
U.S. partner countries in the North American Free Trade Agreement
(Canada and Mexico), with average aggregate annual government
procurement market of about $250 billion, represent about half of the total
market of all FTA partner countries. Australia, Israel, Mexico, and South
Korea also have sizable government procurement markets (see table 1).
Conversely, partner countries in the Dominican Republic—Central
America—United States Free Trade Agreement (Costa Rica, El Salvador,
Guatemala, Honduras, Nicaragua, and the Dominican Republic) have an
average aggregate government procurement market of approximately
$6.5 billion to $11 billion and represent much smaller market
opportunities.
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|
Table 1: Top Five Non-U.S. Government Procurement Markets among Agreement on Government Procurement (GPA) Parties

and U.S. Free Trade Agreement (FTA) Partner Countries

Dollars in billions, annual average, 2008 through 20122

GPA parties Market size U.S. FTA partner countries Market size
European Union $1,613 Canada $198
Japan $393 Australia $56-184
Canada $198 South Korea $90
South Korea $90 Mexico $58
Norway $43 Israel $31
Total $2,337 (94-96%") Total $434-562 (85-87%°)
All non-U.S. parties $2,433-2,480 All partner countries $498-661

Sources: GAO analysis of data from the United Nations National Accounts Official Country Data database; and the International Monetary Fund’s International Financial Statistics and its World Economic

Outlook, April 2015 database. | GAO-15-717.

®Ranges are based on GAO estimates.

®These totals include the top five parties’ share of total GPA procurement market, excluding the

United States.

“These totals include the top five partner countries’ share of total FTA procurement market, excluding

the United States.

Opportunities for U.S.
Firms from Agreements
That Are Being Negotiated
Stem from Either
Broadening Access to

The United States is currently negotiating procurement agreements with
certain countries as part of the TPP and T-TIP initiatives. The aggregate
average annual government procurement that takes place in the TPP
countries is about $750 billion to $930 billion. The upper bound of this
range constitutes a little over half (58 percent) of the average annual
government procurement in the T-TIP countries, since the latter are the

Markets Already Covered countries of the European Union, with aggregate annual government
by Existing Agreements or procurement of over $1.6 trillion (see fig. 3).

Adding New Markets
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Figure 3: Top Five Procurement Markets in Trans-Pacific Partnership (TPP) Countries and Transatlantic Trade and Investment
Partnership (T-TIP) Countries

Tl $363
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France Germany

$134 Spain Italy $168 }m
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Malayéia
$56-184.
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. TPP countries Market size . T-TIP countries Market size
Total top 5 countries, $714 - 863 billions Total top 5 countries, $1,119 billions
excluding the United States (93-95%)P excluding the United States (70%)°

Sources: GAO analysis of data from the United Nations National Accounts Official Country Data database; the International Monetary Fund’s International Financial Statistics and its World
Economic Outlook, April 2015 database: National Affiliate; and Map Resources (map). | GAO-15-717

®Ranges are based on GAO estimates.
bTop 5 countries’ share of total TPP procurement market, excluding the United States.
“Top 5 countries’ share of total T-TIP procurement market, excluding the United States.

The United States can secure increased market access for U.S. firms and
suppliers in foreign government procurement markets either by
negotiating agreements with new countries or by negotiating additional
commitments with the existing 56 trading partners to increase the amount
of foreign government procurement for which U.S. firms can compete. In
practice, the latter could mean negotiating with partner governments to
obtain commitments to broaden the scope coverage to include
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Agency Comments

procurement by additional government entities and additional types of
goods and services, or lowering minimum contract thresholds. According
to USTR officials, they are currently pursuing both options. The United
States already participates in government procurement agreements with
all T-TIP/European Union countries and with 7 of the 11 TPP countries.
Among these 7 countries, aggregate annual government procurement of
Australia, Japan, and Canada accounts for over 80 percent of the $753
billion to $932 billion TPP market. The 4 TPP countries that are not
currently covered by existing agreements—Brunei Darussalam, Malaysia,
New Zealand, and Vietnam-have overall government procurement of no
more than $60 billion. '

We provided a draft of this product to the Department of Commerce and
USTR for comment. Both agencies provided technical comments on this
report that updated information and clarified how we characterized their

statements on existing and ongoing negotiations, which we incorporated,
as appropriate.

We are sending copies of this report to the appropriate congressional
committees, the Secretary of Commerce, the United States Trade
Representative, and other interested parties. In addition, the report is
available at no charge on the GAO website at http://www.gao.gov.

5New Zealand ratified the revised GPA on July 13, 2015 and, according to the WTO, will
benefit from new market access opportunities and other provisions under the agreement
starting in August 2015. According to Commerce and USTR officials, New Zealand is
expected to fully implement its GPA commitments prior to TPP implementation.
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If you or your staff have any questions about this report, please contact
me at (202) 512-8612 or gianopoulosk@gao.gov. Contact points for our
Offices of Congressional Relations and Public Affairs may be found on
the last page of this report. GAO staff who made key contributions to this
report are listed in appendix IIl.

/{u{‘% (W‘ o
Kimberly M. Gianopoulos
Director, International Affairs and Trade
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Appendix |: Objectives, Scope, and

Methodology

Data Sources and
Analysis

This report presents a set of estimates of the approximate size of
government procurement markets as a first step in assessing the
potential gains to the United States from obtaining market access through
government procurement agreements. We examined the relative size of
government procurement markets based on average annual data from
2008 through 2012 (the most recently available and comparable
macroeconomic data) of 60 countries with which the United States has
signed government procurement agreements under the World Trade
Organization’s (WTO) Agreement on Government Procurement (GPA) or
free trade agreements (FTA) or is currently negotiating trade agreements,
which include government procurement provisions.' This appendix
provides a summary account of the information sources we used to
answer these questions, the analyses we conducted, and the limitations
we encountered.

Our information sources include electronic datasets from the United
Nations’ National Accounts Official Country Data database based on the
1993 Systems of National Accounts (SNA),? the International Monetary
Fund’s (IMF) International Financial Statistics and April 2015 World
Economic Outlook Database, U.S. Bureau of Economic Analysis reports
on the Main Aggregates of General Government, and WTO country
statistical reports.

'The United States has signed agreements covering government procurement with 56
countries and is currently negotiating with 4 additional countries. There are 43 GPA and
20 FTA partner countries, 4 of which are also parties to the GPA. We note, however, that
we only included 41 GPA countries, including the United States, in our analysis.
Liechtenstein is a GPA country, but we have excluded it from our sample since relevant
data in the 1993 United Nations’ System of National Accounts (SNA) and sources used for
other countries were not available. Montenegro is also a GPA country but joined the GPA
on July 15, 2015 after we completed our analysis. All Transatlantic Trade and Investment
Partnership (T-TIP) countries are European Union member states and therefore have
already committed to certain government procurement market access under the GPA.
There are 11 TPP countries with which the United States is currently negotiating a trade
agreement that includes government procurement; 7 out of the 11 countries are already
parties to the GPA or U.S. FTAs.

2The statistics for each country are presented according to the uniform table
classifications as recommended in the SNA (1993), which was adopted by the United
Nations Statistical Commission during its 27th session in 1993 as the international
standard for compilation of national accounts statistics and for the international reporting
of comparable national accounting data. It is published jointly by the United Nations, the
Commission of the European Communities, the International Monetary Fund, the
Organization for Economic Co-operation and Development, and the World Bank.
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Appendix I: Objectives, Scope, and
Methodology

We define government procurement as the sum of intermediate
consumption, including goods and services purchased by government for
its own use, such as accounting or information technology services, and
gross fixed capital formation which includes acquisition of capital
excluding sales of fixed assets, such as building new roads, by central,
state, or local government and social security funds. We use a narrow
definition of government procurement; this definition does not include
social transfers in kind and purchases by utilities.® We exclude those
items primarily because they are either not part of expenditures by
government in the 1993 SNA or are not open to international trade. In
addition, there are data reliability concerns with reporting those items on a
consistent basis. For example, not all countries record social transfers in
kind in the same way and confound them with other benefits or transfers.
Additionally, the United States does not report social transfers in kind as a
separate category of government expenditures.

We estimated government procurement based on available data on
intermediate consumption and gross fixed capital formation for 46
countries according to the 1993 SNA. We constructed government total
expenditures from the detailed expenditure line items in the 1993 SNA
and found the share of government procurement in total expenditures.
We found the minimum (12 percent), mean (24 percent), and maximum
(40 percent) values of those shares. This range almost coincides with a
confidence interval constructed using two standard deviations around the
mean of 12 to 37 percent. For each of the remaining 15 countries, we
developed a range of estimated government procurement by applying the
estimated shares to these countries’ general government total

3While some public corporations, such as utilities, are covered by the GPA, according to
the 1993 SNA, public corporations are not part of the government. In addition, a recent
European Union report has raised concerns about the reliability of procurement data for
utilities. Similarly, our estimates do not include social transfers in kind, which include
government provision of free housing, education, the costs of health care, and medical
products reimbursed through statutory health insurance programs like Medicaid,
Medicare, and food stamps, which reflect payments for individual goods and services,
provided by government and non-profit institutions to households either for free or at
prices that are not economically significant. Most of these transfers are not covered by
trade agreements. For example, although the costs of health care and medical products
are reimbursed through Medicaid and Medicare, the government does not purchase any
of those products directly from foreign producers. A 2002 Organization for Economic Co-
operation and Development (OECD) report, which synthesized estimates on government
procurement in OECD and non-OECD countries, also excludes social transfers in kind in
its definition of government procurement.
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Appendix I: Objectives, Scope, and
Methodology

expenditures, available from IMF’s World Economic Outlook.* We used
IMF’s International Financial Statistics data on average exchange rates
for each year to convert local currency units to U.S. dollars.

Our analysis has certain limitations. First, while some countries, including
the United States, are currently using the 2008 SNA to classify their
expenditures, we are using the 1993 version to include the largest
number of countries that have consistently reported government spending
data. However, countries that have switched to the 2008 classification
may not have recently updated their prior estimates, which can affect the
accuracy of the data. For example, according to Bureau of Economic
Analysis officials, with the adoption of the 2008 SNA standards, the
United States has stopped its annual revision of the U.S. submission
according to the 1993 classification. Second, we may have some limited
double counting in estimating total procurement since “own account
investment,” such as computer software that is developed and used by
government employees, can be part of both intermediate consumption
and gross fixed capital formation. Data on “own account investment” were
not available for the countries in our data set. However, for the United
States, “own account investment” was on average 2 percent of
intermediate consumption from 2008 through 2012. Third, government
statistics published in accordance with the 1993 SNA and IMF’s 2001
Government Financial Statistics Manual are not perfectly compatible, but
for the majority of the 15 countries the World Economic Outlook estimates
were based on the 1993 SNA. Fourth, country data are reported in
calendar years except for those for New Zealand, Hong Kong, and
Singapore. For those three countries, we used quarterly exchange rate
series to convert expenditures denominated in local currencies to U.S.
dollars. Fifth, data in accordance with the 1993 SNA in the sample period
of 2008 through 2012 are not available for all years for all countries;
therefore, period averages are based on average values of available
data. Finally, although Liechtenstein is a party to the GPA, relevant SNA
data needed to estimate its government procurement market are not
available.

4Available estimates of government procurement from OECD and the European Union are
comparable to our findings. For example, according to the latest OECD report on
government activities and performance, in 2011, on average, government procurement
spending represented 29 percent of total government expenditures for the OECD member
countries. Moreover, in its most recent report on Public Procurement Indicators, the
European Union estimates that in 2011 its public procurement totaled $2.433 trillion. This
estimate includes $815 million in social transfers in kind.
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Interviews and
Reviews of
Documentary
Evidence

Appendix I: Objectives, Scope, and
Methodology

We interviewed agency officials from the Department of Commerce,
including representatives from the Bureau of Economic Analysis and the
International Trade Administration; the Office of the United States Trade
Representative and the Office of Management and Budget to gain an
understanding of the procurement data available for analysis. We also
reviewed annual reports by the Organization for Economic Co-operation
and Development (OECD) using the SNA to assess general economic
and government indicators, annual reports by the European Commission
on public procurement in the European Union, a study by the WTO
assessing the value of future accessions to the GPA, and a synthesis
report of government procurement in OECD member and nonmember
countries.
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Appendix Il: Average Annual Government Total
Expenditures and Procurement for the United
States and 60 Countries That Are Parties to Key
Procurement Related Agreements, 2008-2012

The key procurement related agreements include the Agreement on Government Procurement (GPA), U.S. Free Trade
Agreements (FTA), Trans-Pacific Partnership (TPP) Negotiations, or Transatlantic Trade and Investment Partnership (T-TIP)
Negotiations.

Dollars in billions

Country Share of
procurement in
Government total Government total expenditures
Available data expenditures procurement’ (percentage) GPA® FTA TPP T-TIP
United States 2008-2011 $5,980.10 $1,683.78 28 X X X X
Japan 2008-2012 2,432.34 393.10 16 X X
France 2008-2012 1,321.89 232.85 18 X X
Germany 2008-2012 1,312.59 221.50 17 X X
United Kingdom 2008-2012 1,176.74 363.11 31 X X
Italy 2008-2012 997.01 167.80 17 X X
Canada 2008-2010 626.43 198.11 32 X X X
Spain 2008-2012 612.30 133.67 22 X X
Australia 2008-2012 463.89 55.72-184.29 12-40 X X
Netherlands 2008-2012 336.38 91.16 27 X X
Mexico 2008-2011 266.07 58.33 22 X X
South Korea 2008-2011 259.37 90.23 35 X X
Sweden 2008-2012 235.99 67.52 29 X X
Belgium 2008-2012 220.48 26.48 12 X X
Poland 2008-2012 201.77 53.79 27 X X
Switzerland 2008-2012 189.09 39.98 21 X
Norway 2008-2012 185.12 42.85 23 X
Austria 2008-2012 180.36 22.07 12 X X
Denmark 2008-2012 179.02 38.67 22 X X
Greece 2008-2012 155.95 25.49 16 X X
Finland 2008-2012 130.34 34.68 27 X X
Colombia 2008-2012 111.49 24.90 22 X
Israel 2008-2011 110.49 31.47 28 X X
Ireland 2008-2012 104.94 20.82 20 X X
Portugal 2008-2012 102.22 17.60 17 X X
Taiwan® 2008-2012 91.48 10.99-36.34 12-40 X
Czech Republic 2008-2012 77.68 20.94 27 X X
Malaysia 2008-2012 74.35 8.93-29.54 12-40 X
Romania 2008-2012 66.80 20.57 31 X X
Hungary 2008-2012 63.26 14.38 23 X X
New Zealand® 2008-2012 55.88 14.55 26 X
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Appendix II: Average Annual Government Total
Expenditures and Procurement for the United
States and 60 Countries That Are Parties to
Key Procurement Related Agreements, 2008-

2012

Dollars in billions

Country Share of
procurement in
Government total Government total expenditures
Available data expenditures procurement® (percentage) GPA® FTA TPP T-TIP
Chile 2008-2012 42.70 10.94 26 X X
Hong Kong SAR® 2008-2012 42.49 5.10-16.88 12-40 X
Morocco 2008-2011 40.35 6.90 17 X
Singapore® 2008-2012 37.83 4.54-15.03 12-40 X X X
Vietnam 2008-2012 35.49 4.26-14.10 12-40 X
Peru 2008-2012 30.75 3.69-12.22 12-40 X X
Slovakia 2008-2012 30.64 6.39 21 X X
Croatia® 2008-2012 27.26 6.36 23 X X
Oman 2008-2012 23.35 2.80-9.28 12-40 X
Slovenia 2008-2012 22.51 5.27 23 X X
Luxembourg 2008-2012 20.45 4.03 20 X X
Bulgaria 2008-2012 18.08 5.32 29 X X
Lithuania 2008-2012 15.47 4.09 26 X X
Latvia 2008-2012 10.93 3.09 28 X X
Cyprus 2008-2012 10.81 2.09 19 X X
Dominican Republic 2008-2012 9.27 1.11-3.68 12-40 X
Guatemala 2008-2012 9.07 2.80 31 X
Jordan 2008-2012 8.65 1.04-3.44 12-40 X
Estonia 2008-2012 8.22 2.57 31 X X
Panama 2008-2012 7.52 0.90-2.99 12-40 X
Iceland 2008-2012 7.09 2.06 29 X
Costa Rica 2008-2012 6.53 0.78-2.59 12-40 X
Bahrain 2008-2012 5.56 2.20 40 X
Brunei Darussalam 2008-2012 4.97 0.6-1.97 12-40 X
Honduras 2008-2011 4.18 0.98 23 X
Malta 2008-2012 3.64 0.76 21 X X
Armenia 2008-2011 2.77 0.95 34 X
Nicaragua 2008-2009 2.53 0.78 31 X
Aruba’ 2008-2012 0.64 0.17 26 X
El Salvador 2008-2012 0.53 0.06-0.21 12-40 X
Total 18,812.14 4,319-4,551 4 21 12 29

Legend: FTA = free trade agreement; GPA = Agreement on Government Procurement; T-TIP = Transatlantic Trade and Investment Partnership; TTP =

Trans-Pacific Partnership

Source: GAO analysis of data from the United Nations National Accounts Official Country Data database, the International Monetary Fund’s International Financial Statistics, Aruba’s 2010 Article IV staff
report, the International Monetary Fund’s World Economic Outlook, April 2015 database and Asian Development Bank’s Key Indicators for Asia and the Pacific 2014. | GAO-15-717.
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Appendix II: Average Annual Government Total
Expenditures and Procurement for the United
States and 60 Countries That Are Parties to
Key Procurement Related Agreements, 2008-
2012

“Ranges are based on GAO estimates.

®Liechtenstein is a party to the GPA, but relevant United Nations’ System of National Accounts data
needed to estimate its government procurement market are not available. Montenegro is also a
GPA country but joined the GPA on July 15, 2015 after we completed our analysis.

°Exchange rate series for Taiwan were not available in the International Monetary Fund’s (IMF)
International Financial Statistics. Therefore, we used period average exchange rates reported by
the Asian Development Bank. Although the United States does not have diplomatic relations with
Taiwan, we have listed it as a separate country because whenever the laws of the United States
refer or relate to foreign countries, nations, states, governments, or similar entities, such terms shall
include and shall apply to Taiwan.

“Estimates for Hong Kong, New Zealand, and Singapore are reported in fiscal years since data in
calendar years were not available. Hong Kong is a special administrative region of China, but we
have included it as a separate country because it is an economic entity separate from the rest of
China and is able to enter into international agreements on its own behalf in commercial and
economic matters.

Croatia joined the European Union and the GPA in 2013.

'Since data for Aruba were not available in the IMF's World Economic Outlook; we used the latest
available IMF’s Atrticle IV Consultation country report as a source for governments’ current and
capital expenditures, as well as expenditures on goods and services. Government procurement
includes spending on goods and services and capital expenditures by the central government.

Page 20 GAO-15-717 International Trade



Appendix lll: GAO Contact and Staff
Acknowledgments

GAO Contact Kimberly M. Gianopoulos, (202) 512-8612, or gianopoulosk@gao.gov.

Staﬂ: In addition to the contact name above, Adam R. Cowles Assistant

Acknowledgments Director, Marisela Perez, Gergana T. Danailova Trainor, Alana R. Miller,
and Sonia K. Saini made major contributions to this report. Also,
Benjamin A. Bolitzer, Martin de Alteriis, Grace P. Lui, Karen Deans, and
Tina Cheng provided assistance.

(100112) Page 21 GAO-15-717 International Trade


mailto:gianopoulosk@gao.gov�

GAQ’s Mission

Obtaining Copies of
GAO Reports and
Testimony

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAO
examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance
to help Congress make informed oversight, policy, and funding decisions.
GAQ’s commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

The fastest and easiest way to obtain copies of GAO documents at no
cost is through GAO’s website (http://www.gao.gov). Each weekday
afternoon, GAO posts on its website newly released reports, testimony,
and correspondence. To have GAO e-mail you a list of newly posted
products, go to http://www.gao.gov and select “E-mail Updates.”

Order by Phone

Connect with GAO

To Report Fraud,
Waste, and Abuse in
Federal Programs

Congressional
Relations

Public Affairs

The price of each GAO publication reflects GAQO’s actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white. Pricing and ordering information is posted on GAO’s website,
http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.

Connect with GAO on Facebook, Flickr, Twitter, and YouTube.
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts.
Visit GAO on the web at www.gao.gov.

Contact:

Website: http://www.gao.gov/fraudnet/fraudnet.htm
E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-
4400, U.S. Government Accountability Office, 441 G Street NW, Room
7125, Washington, DC 20548

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

oy
%o

Please Print on Recycled Paper.


http://www.gao.gov/�
http://www.gao.gov/�
http://www.gao.gov/ordering.htm�
http://facebook.com/usgao�
http://flickr.com/usgao�
http://twitter.com/usgao�
http://youtube.com/usgao�
http://www.gao.gov/feeds.html�
http://www.gao.gov/subscribe/index.php�
http://www.gao.gov/podcast/watchdog.html�
http://www.gao.gov/�
http://www.gao.gov/fraudnet/fraudnet.htm�
mailto:fraudnet@gao.gov�
mailto:siggerudk@gao.gov�
mailto:youngc1@gao.gov�

	International Trade
	The United States and European Union Are the Two Largest Markets Covered by Key Procurement-Related Agreements
	Contents
	Letter
	Background
	The U.S. and European Union Government Procurement Markets Are Comparable in Size, and Each Is Larger Than Those of All Other GPA and FTA Partner Countries Combined
	The Government Procurement Markets of the United States and Countries That Are Parties to the GPA, U.S. FTAs, TPP Negotiations, or T-TIP Negotiations Have an Estimated Average Size of Approximately $4.4 Trillion a Year
	The U.S. and European Union Procurement Markets Are by Far the Largest under GPA or U.S. FTAs, but Some Other Parties to the Agreements Have Large Markets
	Opportunities for U.S. Firms from Agreements That Are Being Negotiated Stem from Either Broadening Access to Markets Already Covered by Existing Agreements or Adding New Markets

	Agency Comments

	Appendix I: Objectives, Scope, and Methodology
	Data Sources and Analysis
	Interviews and Reviews of Documentary Evidence

	Appendix II: Average Annual Government Total Expenditures and Procurement for the United States and 60 Countries That Are Parties to Key Procurement Related Agreements, 2008-2012
	Appendix III: GAO Contact and Staff Acknowledgments
	GAO Contact
	Staff Acknowledgments


	d15717_high.pdf
	INTERNATIONAL TRADE
	The United States and European Union Are the Two Largest Markets Covered by Key Procurement-Related Agreements
	Why GAO Did This Study
	What GAO Found



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



