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TPP’s Investment Location Domino Effect and Non-TPP
Asia-Pacific Countries’ Countermeasures :
Analysis Based on R-FC Model

Xu Peiyuan, Wei Dan

(School of Economics and Finance » Huaqiao University » Quanzhou 362021, China)

Abstract: Based on the Trans-Pacific Partnership (TPP) and Regional Comprehensive Eco-
nomic Partnership (RCEP), this paper numerically simulates TPP’s investment location domino
effect and non-TPP Asia-Pacific countries’ countermeasures by the introduction of R-FC model. It
reaches the following conclusions: firstly, the formation of TPP leads to dual investment location
domino effect, namely in internal TPP, large countries possess greater industrial product market
share, thereby becoming the core countries, and outside the TPP, the investment of non-TPP
countries flows into to the members of TPP with the rise in trade freedom inside the TPP, fur-
ther amplifying the investment location domino effect; the dual investment location domino effect
determines the international production allocation in the Asia-Pacific region; secondly, as the
countermeasure, the accomplishment of RCEP in advance will be a good real choice; if RCEP and
TPP are reached simultaneously, the countries as TPP and RCEP members will benefit most.
Therefore, in order to minimize the impact of the TPP, China should actively sign a bilateral or
multilateral FTA with TPP members and initiatively participate in RCEP led by ASEAN.

Key words: TPP; investment location domino effect; R-FC model; RCEP
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