
Expanded Markets, Expanded Opportunity

Regional free-trade agree-
ments facilitate the free 
flow of goods and ser-

vices across borders by reduc-
ing traditional trade barriers 
such as tariffs, quotas and bans.  
Establishing an environment of 
unrestricted, nonbiased trade fos-
ters competition, inspires innova-
tion and benefits all parties.

While international competition 
may harm some domestic indus-
tries, it ultimately results in 
greater economic and social sta-
bility for countries, access to new 
markets and increased capital for 
businesses, and lower prices and 
more choices for consumers.

Stronger Economy

Regional free-trade agreements 
put countries on a shared path 
to prosperity.  From spurring 
economic growth to enhancing 
regional security, free trade con-
fers upon participating countries 
a range of economic, societal and 
political benefits.

The competition, innovation and 
knowledge transfer stimulated 
by free trade generate growth in 
developed and developing coun-
tries alike.  According to the 
International Monetary Fund 
(IMF), Bhutan experienced more 
than a 77 percent increase in its 
gross domestic product (GDP) 
since signing the South Asian 

Free Trade Area (SAFTA) agree-
ment.  Other SAFTA countries 
such as India and Sri Lanka have 
experienced similar growth.

Beyond bolstering a country’s 
economy, free trade enhances a 
country’s investment appeal.  By 

A woman arranges bananas in Tanzania. Countries that 
are rich in natural resources can obtain other resources 

through free trade. © Flickr/Abby Chicken
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A Brazilian farmer uses a machine to rake drying coffee beans inside a greenhouse, an innovative technique introduced to boost productivity. © AP Photo/Dado Galdieri
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reducing trade restrictions and 
encouraging greater transparency, 
regional free-trade agreements 
create an economic predictability 
that eases investors’ concerns and 
increases the likelihood of invest-
ment.  According to the World Bank, 
for example, net inflows of foreign 
direct investment (FDI) to Kenya 
increased by more than 250 percent 
after it helped form the East African 
Community (EAC) trading bloc.

Improved Living Standards

Free trade produces social benefits, 
too.  Countries that are more open 
to international trade boast higher 
employment rates, higher incomes 
and better living standards than 
countries that restrict trade.

For example, Mexico’s poverty 
rate, defined by the World Bank 
as the percentage of the popula-
tion living on less than $2 a day, 
has decreased 63 percent since the 
country signed the North American 
Free Trade Agreement (NAFTA) in 

1994.  Moreover, Mexican sectors 
that export 60 percent or more of 
their products pay wages 39 per-
cent higher than Mexican sectors 
that do not.

Canada has also experienced 
NAFTA’s societal benefits; accord-
ing to the World Bank, the coun-
try has seen a 23 percent drop in 
unemployment since signing the 
regional free-trade agreement.

Better Governance

Regional free-trade agreements 
also promote good governance by 
incorporating binding commit-
ments to transparency, due pro-
cess and public accountability.  
Where improved living standards 
remove the incentive for corrup-
tion, international commitments 
remove the opportunity.

For Rwanda, joining the EAC 
has contributed to a 220 percent 
reduction in corruption, accord-
ing to the World Bank’s Worldwide 
Governance Indicators (WGI). 

Other countries have also reaped 
the political benefits of free trade. 
El Salvador, for example, has 
improved its WGI rule-of-law rat-
ing by 92 percent and its regula-
tory quality rating by 388 percent 
since joining the Dominican 
Republic–Central America–United 
States Free Trade Agreement 
(CAFTA-DR). Fellow signatories 
Honduras and Nicaragua have 
made comparable improvements.

Enhanced Security

The political stability and personal 
prosperity furthered by free trade 
also lead to enhanced regional 
security and stability. When coun-
tries trade freely, they become 
economically engaged with one 
another and are less likely to go to 
war. For example, since forming the 
European Union, the continent that 
staged two World Wars is now home 
to some of the world’s most peace-
ful countries. Simply put, the path 
to prosperity is also a path to peace.

U N I T E D  S TA T E S  D E P A R T M E N T  O F  S TA T E
B U R E A U  O F  I N T E R N A T I O N A L  I N F O R M A T I O N  P R O G R A M SMarch 2013 

HOW BUSINESS  
BENEFITS

Free trade:

•	 Provides access to new markets

•	 Expands customer bases

•	 Creates new channels of capital

•	 Enables investment in research and 
development

•	 Encourages innovation

•	 Increases productivity and efficiency

A worker assembles a car at a plant in Ulsan, South Korea.  Automobile exports represent one of the country’s top industries 
and help support thousands of jobs. © AP Photo/Yonhap, Lee Sang-hyun


