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Executive Summary

In this Inception Report, we provide the outline of the Trade Sustainability Impact
Assessment for the EU-CA trade negotiations. The main points of this study are – in line
with the TSIA Handbook (DG Trade, 2006):
•
We provide an overview analysis of trends and issues currently at play in both the
Central American and EU countries;
•
We carry out a Computable General Equilibrium (CGE) analysis to get a broad idea
of the potential impact of the FTA, keeping in mind current developments outside the
negotiations (e.g. Doha Development Agenda, GSP+ preferences already in place and
the existence of CAFTA);
•
We carry out in-depth sector and horizontal issue analyses to cross-validate and
further deepen the CGE analysis;
•
We propose policy recommendations to flank the agreement in order to take into
account potential economic, social and environmental effects. Also policy measures
to enhance the positive expected impacts and mitigate the negative impacts will be
suggested. We will split the policy measures in FTA related and non-FTA related
measures.
Consultations with civil society and key stakeholders are one of the core components at
all stages throughout this study. We have a TSIA EU CA website that is online
(www.tsia.ecorys.com/ca) and organise various meetings and encounters to present
(interim) results and ask for feedback and inclusion of other issues and concerns. We look
forward to having a critically constructive discussion throughout our work. In this
Inception Report we have provided a long lists of literature and civil society partners that
we have – until now – identified. This is an ongoing process to which civil society
support is more than welcome.
In this Inception Report, we provide a first rough screening of main issues, sectors and
horizontal concerns that we could look at. This first screening will be further
substantiated as the study unfolds (analysis of what are the main issues and sectors in the
EU and CA, CGE model results) and is open for discussion and debate.
Finally, one of the main concerns from the side of the research team is the very tight
timeframe. This timeframe is presented in the final chapter and is conditional upon clear
and open communication with steering committee and civil society as well as on a timely
start of the quantitative work.
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1 Introduction

A contract was awarded and signed in December 2008 to conduct a trade sustainability
impact assessment relating to the negotiations of the Trade Part of the Association
Agreement to be negotiated between the European Community and its Member States
and the Central American Republics of Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua and Panama.
ECORYS is aware of the important role of this study in providing input to the ongoing
EU-Central America negotiations and ECORYS is also aware of the fact that these
negotiations are already at a developed stage. Accordingly, the planning provided in this
report has been formulated to ensure optimal input into the negotiations.
This inception report is based on the Terms of Reference, the proposal that was handed in
by ECORYS and subsequent discussions and progressing insights, including the
constructive kick-off meetings that were held on 13th and 14th of January 2009. The kickoff note is added as Annex A.
We do not aim to copy our proposal into the inception report, since all that is written
there is still valid and available. With this inception report, we aim to address the main
issues that warrant further attention and focus in order to bring this study to a successful
end. These issues centre around the following two points:
1. Methodology
2. Organisation and planning
‘This report was commissioned and financed by the Commission of the European
Communities. The views expressed herein are those of the Consultant, and do not
represent any official view of the Commission’.
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2 Proposed approach

This Chapter provides on overview of our proposed approach to the study, including a
presentation of the conceptual framework of the sustainability assessment analysis. Also,
we present a preliminary discussion on the overall and sectoral analysis and definition of
indicators relevant for this study as well as presenting an outline of the contents for both
the interim technical and final reports.

2.1

Our proposed approach to the study
We base our methodology on the Terms of Reference (OJ2008/S 154-207256) as well as
the Handbook (DG Trade, 2006) that outlines the TSIA methodology in detail and
combine these documents with our in-depth knowledge and experience of both the TSIA
methodology in practice and the countries in Central-America and the European Union
that have to be analysed. The conceptual framework is shown in Figure 2.1 below.
Overall the study approach consists of two parts:
•
The qualitative and quantitative analysis;
•
The consultations with civil society.
Both parts are equally important and intertwined. Each phase is designed, carried out and
analysed and before or after presented to civil society for comments to guide the process.

Trade Sustainability Impact Assessment of the AA to be negotiated between the EU and Central America
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•

Write all down in an interim technical report. Our report will be accompanied by
statistical databases, modelling files, and other data inputs that formed the basis for
the analysis carried out in the approved reports1.

Part 3: Final phase
During the final phase, we will:
•
Look in-depth at some sectors and horizontal issues (up to three each) – based on a
screening exercise (including comments from civil society) – and analyse these
sectors and horizontal issues in more detail. We will use additional sources to the
CGE model, possibly some gravity analysis, and making use of causal chain analysis
(logical arguing of primary and secondary effects from the basic economic findings);
•
Propose flanking measures and policy recommendations;
•
Provide information on the communication activities undertaken, especially
consultations and dialogue with external experts of civil society and other SIA
experts. This also includes minutes of the local workshop in Managua (Nicaragua)
and follow-up to that workshop;
•
Write all down in a final report.

2.1.2

Consultation with civil society and SIA experts
In order to avoid overlap in this inception report, we refrain from a detailed presentation
of techniques since they will follow in Chapter 1. However, in line with Figure 2.1 above,
we emphasise a few points:
•
The involvement of civil society and key stakeholders at each moment and stage of
the study;
•
Permanent involvement of civil society through the TSIA EU-CA website at
ECORYS: www.tsia.ecorys.com/ca. At any time, comments and feedback can be
shared with the research team. Also civil society will be informed on a regular basis
by spreading information letters on the study progress;
•
Involvement of civil society is further expected and facilitated on the draft inception
report (public meeting), followed by the draft interim technical report and the draft
final report (public meeting);
•
Comments and suggestions from civil society and key stakeholders, in case they can
be incorporated, will be inserted into the reports;
•
We aim to involve Central-American and European Union civil society equally at all
points during the study – in spite of different formal moments assigned for
involvement throughout the study.

2.2

Preliminary discussion on overall and sectoral analysis
As already shortly presented above, we look at two topics related to the overall and
sectoral analyses:
•
The methodology we aim to employ for the quantitative and qualitative approaches –
both for the technical report as well as for the sectoral and horizontal issue analyses;
1
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2.3

The issues and potential sectors as well as horizontal issues we identify (narrowing
down our choice from inception phase through the technical analysis – to come to a
final list – in cooperation with the Steering Committee and civil society at the start of
Part 3 – the final phase).

Contents of interim technical and final reports
The contents of the interim and final reports look as follows:
•

In the interim technical report, we will present:
o A short executive summary in which the preliminary results are presented;
o A short write-up of current situation, main issues and trends regarding
economic, social and environmental impacts both for the EU as for the
Central American countries;
o The CGE model (general equilibrium) and its results. Also the assumptions
will be presented and their implications for the results;
o A final screening exercise to define the sectors and horizontal issues to be
analysed in-depth in the final phase;
o Provide information on the communication activities undertaken, especially
consultations and dialogue with external experts of civil society and other
SIA experts.

•

In the final report, we will present:
o A short executive summary in which the final results are presented;
o A short overview of the TSIA methodology;
o Outcomes and results of the TSIA assessment
 Description of issues and trends
 Quantitative modelling results
 In-depth analysis of sectors and horizontal issues
 Policy recommendations & flanking measures
 Conclusions
o Outcomes and results of our interaction with civil society and SIA experts
(e.g. minutes workshop Managua, minutes Public Meetings, website
comments, communication actions, networking);
o References and key resources;
o Briefing document (2 pages maximum);
 Objectives, scope and purpose of the TSIA
 Main trade measures identified for impact analysis
 Liberalisation scenarios considered
 Key assumptions and hypotheses
 Most significant economic, social and environmental impacts
identified
 Most important policy recommendations and flanking measures
suggested
 Sources of evidence, qualitative and quantitative techniques used
 Details of consultation processes undertaken
 Limitations in design or execution of the TSIA in meeting project
aims and objectives
 Suggestions (if relevant) of issues or aspects for further investigation
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3 Methodological Developments

The preliminary methodological developments – except for those relating to consultation
activities since they are presented in Chapter 1 – can be structured as follows:
•
Description of issues and trends;
•
Quantitative modelling;
•
Project management.

3.1

Description of issues and trends
The team has started describing for both the EU and Central American countries main
issues and trends. In December 2008, a brainstorm session took place in Rotterdam
among team members plus some invited experts to discuss:
•
The format of writing down issues and trends;
•
Definition of variables to describe in the general overview – economic, social and
environmental (based on the TSIA Handbook – DG Trade, 2006);
•
Some of the main concerns for each of the Central American countries in terms of
economic vulnerabilities, social groups, and environmental effects.

3.2

Quantitative modelling
The quantitative computable general equilibrium (CGE) model is currently being
constructed and adapted for the purpose of the TSIA EU-CA. In the TSIA methodology –
and our proposal – the CGE work is carried out in Phase 2 (Interim Technical phase)
before the in-depth analysis is taking place.
The CGE model to be used for this project, as well as the specific advantages and
improvements it offers over earlier studies on this topic, has been previously described in
our technical proposal. The model is based on Francois, Van Meijl, and Van Tongeren
(FMT 2005)2 and incorporates a number of key issues relevant to the EU-CA FTA,
including:
•
Taxes;
•
Trade policy instruments;
•
International trade costs; and
•
Frictional trading costs.

2

Francois. J.F., H. van Meijl and F. van Tongeren (2005), “Trade Liberalization in the Doha Development Round,” Economic
Policy April: 349-391.
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Long run versus short run CGE dynamics
The long-run closure is based on Francois et al (1997)4 and links capital stocks to longrun (steady-state) changes in investment in response to changes in incomes and returns to
investment. The long-run closure provides an assessment of the impact that policy
changes under the FTA will have on capital stocks and hence induced expansion (or
contraction) of the economy over a longer time horizon following FTA implementation.
The long-run effects include the short-run effects plus the additional effect of capital
accumulation. Long-run and short-run are defined by means of mobility of capital, not in
terms of time.
Model assumptions and limitations
The following issues constitute model assumptions and limitations that are important to
present clearly:
•
The model assumes imperfect competition for most sectors and constant returns to
scale for some sectors, that can be decided based on estimated scale economies in
individual sectors;
•
The model needs to apply various closures and for labour this means we assume that
jobs on net are neither created nor destroyed and the country’s trade balances are in
equilibrium;
•
Trade in services is included in the model for cross-border modes, but the model does
not include specifications to analyse FDI, nor are data sources available to do so;
Hence FDI and related investment flows are not included in the model. However,
there has been recent gravity work on services FDI at the OECD. We will draw on
this, as well as available FDI data, to analyse this issue outside the model itself.
•
If a sector is too small, the CGE analysis may yield magnified and unrealistic results
– in that case we will explain the issue and caution against literal results
interpretation;
•
Non-tariff barriers can be modelled through Ad Valorem Equivalents (AVEs) and
these can be reduced to model NTB reductions. However, we will model the net
effect of NTBs by sector. Specific modelling of an individual NTB is not
contemplated.
Scenarios
In addition to the baseline scenario, we aim to analyse four liberalisation scenarios that
include reductions in tariffs, reductions in quotas, export subsidies, barriers to services
trade and reductions in NTBs.
•
Baseline scenarios includes assumption of successful DDA conclusion, CAFTA and
GSP+ of CA countries;
•
Scenario 1a: Comprehensive scenario, less ambitious integration, with respect to
tariffs, barriers to trade in services and NTBs – for CA-55;
•
Scenario 1b: Comprehensive scenario, less ambitious integration, with respect to
tariffs, barriers to trade in services and NTBs – for CA-66;
4

Francois, J.F., B.J. McDonald, and H. Nordstrom (1997), "Capital Accumulation in Applied Trade Models," in J.F. Francois and
K.A. Reinert, eds., Applied Methods for Trade Policy Analysis: A Handbook, Cambridge University Press, 1997.
5
CA-5 stands for Costa Rica, Honduras, El Salvador, Nicaragua and Guatemala. In this scenario, Panama is grouped under
Rest of World.
6
CA-6 stands for Costa Rica, Honduras, El Salvador, Nicaragua, Guatemala and Panama. In this scenario, Panama is grouped
under the CA countries.
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on Gravity and FDI below). We can model barriers to services partially through
converting them into AVEs.
We can address NTBs in the model in one of two ways. Some NTBs, like many of those
in agriculture, generate rents. As a result, they operate much like import and export taxes.
Based on price-wedge estimates, our protection data does include summary measures of
agricultural protection (as in previous years, GTAP data in agriculture include tariff
equivalents for current regimes, like TRQs, in the benchmark data). In the other case, like
services, trade costs can be modelled as iceberg-type trade costs7. In the first case, we
model NTBs as import and export tax equivalents, while in the second we model them as
change in the cost of trade (but without the rents.)
Gravity work and FDI
As mentioned above, the dynamics of FDI flows cannot be incorporated in the CGE
model. Since an important effect of the FTA may lie in increases in investment flows (not
just trade flows), we aim to be able to supplement the CGE work with a gravity analysis.
The gravity analysis is a regression methodology that allows us – correcting for distance,
size of GDP, country specific effects, etc. – to make predictions about the future FDI and
investment flows between the EU and CA countries, an important addition for our
analysis.
The problem is gathering the data. Trade data we have plenty, but FDI and investment
flow data is more of a Swiss cheese with more holes than cheese. Moreover, we need to
get an idea of the levels of restrictiveness in the various sectors in the EU (which we
have) and CA countries. Also, as is now generally known, the CEPII FDI data cannot be
used in the CGE model or gravity analysis because these data are almost entirely
synthetic, having been produced using a reverse gravity model to generate missing data.
At the moment, we are going through our sources in the EU and America’s to see what is
available. Ideally, we would get enough data to be able to make some forward-looking
predictions on investment flows between the EU and CA countries, most ideally, at sector
level, in case barriers to investment between the EU and CA countries would be reduced.
We would in this case collect FDI data, restrictiveness indexes and calculate at sector
level the trade cost equivalents – i.e. the additional costs the found restrictions cause for
trade in services flows. We can from that calculate how many welfare gains would follow
from investment liberalisations.
Another option – if we cannot find the sector data – is to provide an idea of changes in
investment flows at the aggregate level and overall welfare effects (trade cost equivalent)
from facilitating investment flows in the FTA.
In case data is lacking entirely, we can, provide a more descriptive analysis on FDI trends
and policy in the chosen sectors.
As said, in order to get the most out of this additional analysis, we are investigating
currently all sources – including national accounts data – that could shed more light on
FDI flows. We are also currently reviewing current gravity estimates for FDI in services
(that mainly originate from the EU).
7
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Iceberg type transport costs are costs that are modelled as goods or services ‘melting away’ when being exported. For
example, 100 crates of bananas may be exported by Honduras, only 95 crates arrive in the Port of Rotterdam (EU). The 5
crates that have ‘melted away’ show the height of transport costs.
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Transparency and documentation
We note that the TOR for this project also calls states that ""Any reports submitted by the
consultants should also be accompanied by the original statistical databases, modelling
files, and other data inputs that formed the basis for the analysis carried out in the
approved reports." To meet this condition, we will supply a detailed technical Annex as a
supplement to the main body of the report. This supplement will include all tables that
serve as a basis for analysis, detailed tables of computational modelling (CGE) results
that served as a basis for analysis but may be otherwise only summarized in the main
report itself, detailed tables of econometric modelling results that served as a basis for
analysis and that may be otherwise only summarized in the main report itself, full
documentation of source data used in the report, and documentation of important
technical aspects (an overview of basic theoretical assumptions) of the computational and
econometric models used to support the analysis in the main report.

3.3

Qualitative analysis
In order to analyse the sustainability indicators for the economic, social and
environmental pillars, we complement the quantitative analyses to look in more detail at
especially:
•
Poverty (derived from the CGE analysis) and inequality;
•
ILO decent work agenda, including the ability of governments and national legal
systems (institutions) to absorb shocks that follow changes to the economic
production structure because of the FTA;
•
Trade related issues (i.e. Singapore issues);
•
Vulnerable groups.
For this we use the developed techniques of Causal Chain Analysis (CCA) as well as
information from (meetings with) our experts, meetings with EU and CA experts and
meetings with key stakeholders.

3.4

Policy recommendations
When looking at the policy recommendations at the final stages of the study, we look in
particular at three aspects:
•
To provide general and some sector-specific policy recommendations – at an overall
level;
•
To provide enhancing policy measures to strengthen the positive expected impacts of
the FTA and to provide mitigating policy measures to limit the expected negative
impacts of the FTA;
•
To provide policy recommendations split out into FTA-related measures and broader
– non-FTA related – recommendations (e.g. domestic government policies, actions
from business).

Trade Sustainability Impact Assessment of the AA to be negotiated between the EU and Central America
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4 Literature and links

This chapter gives an overview of the literature and links that are relevant for this study
and have been identified so far.

4.1
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for trade policy analysis: a handbook, New York: Cambridge University Press.
Francois, J.F. (2001) The Next WTO Round: North-South stakes in new market access
negotiations, CIES Adelaide and the Tinbergen Institute, Adelaide: CIES.
Francois. J.F., H. van Meijl and F. van Tongeren (2005), ‘Trade Liberalization in the
Doha Development Round,’ in Economic Policy April: 349-391.
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Hall, R.E. (1988), ‘The relation between price and marginal cost in U.S. industry’, in
Journal of Political Economy, Vol. 96, No. 5, pp. 921-947.
Hertel, T. and M. Tsigas (1996), ‘The Structure of GTAP,’ in Hertel, T., ed., (1996), in
Global Trade Analysis, Cambridge MA: Cambridge University Press.

4.2

Useful Links
For updating EU indicators:
http://epp.eurostat.ec.europa.eu/portal/page?_pageid=1194,47773485,1194_47782287:11
94_66724556&_dad=portal&_schema=PORTAL
For EU-CA relations
EC:
http://ec.europa.eu/external_relations/ca/docs/index_en.htm
http://ec.europa.eu/external_relations/la/index_en.htm
http://ec.europa.eu/external_relations/ca/eu_ca_negotiations_en.htm
http://ec.europa.eu/trade/issues/bilateral/regions/central_america/index_en.htm
http://ec.europa.eu/trade/issues/bilateral/data.htm
http://ec.europa.eu/europeaid/where/latin-america/regional-cooperation/index_en.htm
EC delegation in Central America:
http://www.delnic.ec.europa.eu/
EC delegation in Costa Rica and Panama:
http://www.delcri.ec.europe.eu/en/index.htm
FLACSO (Facultad Latinoamericana de Ciencias Sociales):
http://www.flacso.or.cr/Noticia.53.0.html?&tx_ttnews[backPid]=8&tx_ttnews[pointer]=6
&tx_ttnews[tt_news]=140&cHash=f8532393b7
Others:
http://www.delnic.ec.europa.eu/es/comercial_relations/index.htm
http://www.delnic.ec.europa.eu/es/eu_and_country/agree_of_association/docs/articulo_bf
w_america_central_mandate_41206.pdf
http://www.delnic.ec.europa.eu/es/eu_and_country/agree_of_association/agree_of_associ
ation6.htm
SIECA:
http://www.sieca.org.gt/site/
SICA (Sistema de la Integración Centroamericana)
http://www.sica.int/
WTO Country Profiles:
http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=C
R,SV,GT,HN,NI,PA
http://www.aacue.go.cr/
http://www.sice.oas.org/TPD/CACM_EU/CACM_EU_e.ASP
TSIAs
MERCOSUR:
http://www.mercosur.org
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TSIA EU-MERCOSUR:
http://sia-trade.org/mercosur
TSIA EU-Ukraine, TSIA EU-ASEAN, TSIA EU-India on the ECORYS websites:
http://www.tsia.ecorys.com
General information and reports on completed TSIAs and those still in progress are
available on the DG Trade website at:
http://europa.eu.int/comm/trade/issues/global/sia/index_en.htm
Other Free Trade Agreements
DR-CAFTA: http://www.state.gov/p/wha/rt/cafta/
Government Websites
Costa Rica
Government of Costa Rica: http://www.casapres.go.cr/
MINAE Ministerio de Ambiente y Energia [Ministery of Environment and Energy]:
http://www.minae.go.cr/
Ministerio de Comercio Exterior (COMEX): http://www.comex.go.cr/Paginas/inicio.aspx
Guatemala
Governments on the web: http://www.gksoft.com/govt/en/gt.html
Honduras
Governments on the web: http://www.gksoft.com/govt/en/hn.html
Secretaria de Relaciones Exteriores [Ministry of External Relations]: http://www.sre.hn/
Nicaragua
Governments on the web: http://www.gksoft.com/govt/en/ni.html
Ministerio de Relaciones Exteriores (MINREX) [Ministry of External Relations]:
http://www.cancilleria.gob.ni/
Panama
Governments on the web: http://www.gksoft.com/govt/en/pa.html
Ministerio de Comercio e Industrias (MICI) [Ministry of Commerce and Industry]:
http://www.mici.gob.pa/
Ministerio de Relaciones Exteriores [Ministry of External Relations]
http://www.mire.gob.pa/
El Salvador
Governments on the web: http://www.gksoft.com/govt/en/sv.html
Ministerio de Relaciones Exteriores [Ministry of External Relations]:
http://www.rree.gob.sv/sitio/sitiowebrree.nsf
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5 Consultation & Dissemination

5.1

Consultation activities
According to the ToR the following consultation activities will take place during the
TSIA process:
•
During public meetings in Brussels the Inception Report and Final Reports will be
presented;
•
The Interim technical report will be presented during a local workshop in Managua,
Nicaragua (section 5.1.2);
•
All the reports will be published on the project website (section 5.1.3) or by use of
Experts Network;
•
A TSIA newsletter will be produced and distributed by email;
•
Participate in international meeting and consultations on impact assessment, and
make oral or written presentations on the TSIA methodology and work programme.

5.1.1

Public meetings in Brussels
Two Public Meetings will be held in Brussels; the first one to discuss the Inception
Report and the second one to discuss the Draft Final Report.

5.1.2

Trade SIA Workshop in Managua
The TSIA Workshop in Managua is planned (suggested) to take place in week 13 (23 or
24 March, 2009) in case modelling can start at the latest in the week of January 26, 2009.
The aim of this workshop is to bring together key civil society and other stakeholders in
CA to present preliminary results and gather their views, opinions and comments on the
TSIA. The emphasis of the workshop will be on gathering the opinions of civil society
stakeholders, which implies the workshop should have a relatively low political profile in
order to avoid ‘crowding out’ effects by politicians and their agendas at the cost of (the
views of) other stakeholders in the process.
Around the TSIA workshop we allow for more in-depth (bilateral) meetings with key
stakeholders and civil society if they request so and/or if that is needed from an
information gathering perspective. Also, we will look into the possibility to organise a
meeting with the labour ministries in CA – separate from the TSIA Workshop – to look at
social and labour issues in more depth.
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5.1.3

Website consultation
The website for the EU-CA TSIA is www.tsia.ecorys.com/ca. The project website will be
an essential part of the consultation process and will provide a meeting place for the
consultants and all stakeholders and facilitate dissemination of information. It will be
easily accessible via the ECORYS TSIA portal website, www.tsia.ecorys.com. This
portal site includes links to the previous Ukraine TSIA conducted by ECORYS and those
being carried out at the moment (India and ASEAN).
All approved reports, minutes of meetings and presentations will be downloadable from
the website. In addition, information about the project, the background and the
methodology used will be accessible. Project news, placed on the main page of the
website will advertise the coming events or publication of new reports. Additionally, a
clear timeline of the project will be placed on the website which will show the current
progress and the upcoming events.
A forum will provide a place for lively discussions between the different stakeholders and
ECORYS. The stakeholders can also use the feedback form to send their comments
directly to the ECORYS team. The ECORYS team will process and take into account all
comments and suggestions received, either during meetings (public meetings and
workshop in Managua), email, and feedback forms or through the forum. Especially for
the selection of sectors and horizontal issues to be studied in more detail, the opinions of
the stakeholders will play an important role, but also for the in-depth sector studies and
subsequent policy recommendations the inputs from civil society are crucial. Therefore in
these phases face to face interviews will be held with relevant key stakeholders in both
the EU and CA countries.
Finally, ECORYS will encourage and promote the website among its own and its
partners’ networks so as to achieve continuous feedback through this website throughout
the entire project for validation of results and improvement of the impact analyses.

5.2

Relevant stakeholders
ECORYS and its sub-contracting partners have already begun compiling a list of key
stakeholders in both CA and the EU. In addition to those given below, we will also use
the email list ‘Mas que comercio’ which contains addresses of civil society organisations
interested in trade issues and approach all trade unions in the various CA countries that
are part of this study.
It was stipulated in the Terms of Reference that ECORYS and its partners would compile
comprehensive lists of relevant stakeholders for each country, which will be submitted to
the Delegations for cross-checking. Subsequently we will approach the approved
organisations and invite them to register on the website and actively participate in
discussions on the website. From this pool of stakeholders we will also make a selection,
again in consultation with the DG Trade and the Delegations, of organisations to invite to
the workshop in Managua, Nicaragua.
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ECORYS specifically allows for feedback and comments through the website to be in
Spanish as well;
All major conclusions and summaries of the reports put online for publication will be
translated into Spanish.
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6 Screening of key issues

Given the economic, social and environmental situation in the Central American
countries and in the EU as well as the trade relations between the two regions, some
issues of special importance or interest are listed below.

6.1

Sustainability issues of specific importance
With respect to this TSIA, we expect the following points to be important:
•
The progress of the internal integration of the Central American region is expected to
be a significant (external) condition for the welfare outcomes of the trade negotiations
between the EU and CA.
•
Some sectoral issues that we expect to be relevant in the study include:
o
For trade in agricultural commodities and processed agricultural products
(taking into account GSP Plus): tropical (dried) fruits (including
bananas), forestry & wood, horticulture, sugar, spirits, ethanol;
o
For trade in industrial products: textiles, automotives, cosmetics;
o
For trade in services: electronics & IT services (including call centres),
tourism, maritime transport or financial services;
o
Export processing zones.
•
Some horizontal issues that we expect to be relevant in the study include:
o
Public procurement;
o
Investment conditions;
o
SPS;
o
Sustainable development.
Some specific sustainability issues that will require attention might include:
Interplay between economic and social impacts. Increased openness can be an
important engine for Central American growth which may lead to alleviation of
poverty and improving social conditions for many. However, we also note that
potentially, not all impacts of this drive to performance may be positive, even though
this is the shared EU-CA objective, for example due to pressures to increase
competitiveness through relaxing levels of working conditions. By analysing in-depth
social impacts of the FTA, the TSIA can shed a more detailed light on such issues
and provide the opportunity to design solid mitigating policy measures;
•
Interplay between economic and environmental impacts. Environmental impacts of
trade and economic development are also a core issues for Central America.
Increased production could have negative environmental impacts related to pollution,
waste water, deforestation (and related effects on biodiversity), emission of
greenhouse gases and increased use of energy produced in an environmentally
•
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•

6.2

Potential risks to the study
•

•

•

•

•
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unfriendly way. This is of particular concern with regard to the issues surrounding
water contamination and watershed management, which could be impacted by
changes in agricultural production as a result of this Agreement. By analysing indepth the environmental impacts of this Agreement, the TSIA can shed more light on
these issues and possibly suggest flanking measures;
Qualitatively, we will also look at poverty aspects, the ILO decent work agenda and
how the FTA affects vulnerable groups in society.

Regional internal disparities in Central America. Central America consists of a
heterogeneous group of countries that do not always share clear and understandable
region-wide goals and objectives. Goals for one country may be diametrically
opposed to the goals of another. We need to take this into account when looking at
modelling specifications and the screening part of the study (to select sectors and
issues), keeping in mind the regional spread of these sectors and issues (i.e. try to
identify as much as possible region-wide issues). Practically, we need to keep strong
communication lines with various local partners;
Political sensitivity of the trade negotiations (and consequences for the Workshop to
be held). When doing the Workshop in Nicaragua, or when presenting results in
Brussels, careful notice and specific attention from the side of civil society and local
governments is to be expected with respect to the trade negotiations and this TSIA. In
order to optimise involvement of stakeholders, as the Workshop is to be held in
Managua, we will make sure there is close cooperation with local parties and careful
managing of government involvement;
Coordination issues. The broad scope and geographical spread of the TSIA in
addition to the limited degree of homogeneity in the Central American region implies
that we will be dealing with a large pool of local experts and parties participating in
the consultation process. This requires good coordination and planning;
Modelling assumptions. Our modelling and impact analysis are based on the
assumption of a stable political climate and the political will to carry through reforms.
Also, we propose to assume compliance by Central America with CAFTA and
successful completion of WTO obligations under the Doha Development Agenda
(DDA) when formulating the baseline scenario;
Timeframe. Finally, the timeframe for this TSIA study is very tight for the number of
tasks that have to be carried out. This also relates to the state of play of the
negotiations already reached between the EU and the Central American countries, but
nonetheless, to carry out a study involving CGE modelling, extensive consultations,
in-depth analyses of sectors and horizontal issues, is very challenging.
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7 Organisation and planning

7.1

Project management
Given the tight timeframe, we have imposed a strong management structure for this
study. ECORYS – by means of its team leader, Dr. K. Berden, and deputy team leader,
Ms. A. Mulder – will keep a clear overview of developments. We work together with
three expert teams:
•
The modelling team of Prof. Joe Francois – IIDE – to run the CGE model and gravity
work;
•
A team from Corporate Solutions headed by Julio Fuster – to take responsibility for
the analyses and local expertise for the Central American region, especially
Guatemala, Honduras and El Salvador and to help organise the Workshop in
Managua;
•
A team from CDR headed by Hans Nusselder – to take responsibility for the analyses
and local expertise for the Central American region, especially Costa Rica,
Nicaragua, Panama and to help organise the Workshop in Managua.
In addition, all teams in turn make use of a pool of experts, specialised in e.g. specific
environmental, social and economic issues or in specific sectors or horizontal issues.
At this moment, several initiatives have been initiated already:
•
The team is working on the first overview of trends and issues in CA and the EU at
this moment;
•
The team is developing the CGE model for quantitative analysis in Phase 2 (leading
to the interim technical report);
•
The team is developing the links with civil society by listing potential civil society
partners in both the EU and CA – and starting up contacts;
•
The team is drafting the first TSIA EU-CA Newsletter to inform all key stakeholders
as well as civil society of the start of the study and current status.

7.2

Time planning
Table 7.1 provides a summary timeline of the project, indicating our proposed dates for
key deliverables and project milestones in line with the discussion during the kick-off
meeting and subsequent communications. As mentioned before, the timeline for the study
is very tight given all the tasks that need to be carried out.
From the ECORYS research team, a point to note is that the reports are not meant to be
evolving documents. Inserting multiple rounds of comments – reflecting developments
that occur over time has – in the past – been by far the most time-consuming part of the
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Annex A: Kick-off Note

Issues Kick-off meeting Trade SIA EU-CA
1. Overall SIA methodology
The overall TSIA methodology consists of two major parts:
- Trade sustainability impact assessment: economic, social and environmental
assessment of trade negotiations
o In general (trends and overall impact assessment through quantitative
analysis);
o In particular for strategic/important sectors (sectoral analysis and horizontal
issues);
o Experience with multi-country TSIA work – sometimes difficult – clear
understanding with EC.
- Consultation process
o Involve civil society throughout the process of the SIA via consultations,
results dissemination, incorporation of feedback.
We use the handbook, our experience from TSIA EU-Ukraine, TSIA EU-India, TSIA
EU-ASEAN, our modelling experience from TSIA EU-Ukraine, TSIA EU-India, TSIA
EU-ASEAN, TSIA EU-Korea and TSIA EU-Mercosur and former TSIA studies as the
bases – improve on the parts that were critically received and maintain level of parts that
were applauded.
ISSUE: What is the current status of the negotiations – 1. For timeline study (later); 2.
For useful scenario definition (later).
ISSUE: Any documentation or information that is not publicly available that could be
useful or is needed for accurate modelling/simulation?
ISSUE: The TSIA EU-CA is a multi-country TSIA – it is clearly stated that
negotiations are on aggregate level – so is the study. Only in some cases where issues
are specific this will be split out. Moreover – what if countries have different interests?
E.g. in screening of sectors / issues?
2. Current situation & general analysis
We will analyse the following:
- Current (economic) priorities of the European Union (put the TSIA in a bigger
picture) – regarding enlargement, but also regarding environment, energy and
competitiveness;
- Current (economic) relationship between the EU and CA – current situation and
treaties and agreements;
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-

Current trade intensities between EU and CA (which are the ‘large’ sectors, how
complementary are they);
Current trade policy situation: WTO, current levels of tariffs, export subsidies, NTBs
in trade with EU;
What kind of FTA is foreseen? Part of FTA already taken care of by WTOmembership (e.g. parts of market access or tariff reductions?) – so what issues are
important? Tariff reductions? Specific sensitive sectors? Quality and standards –
regulatory approximation?

ISSUE: Any documentation or information that is not publicly available that could be
useful?
ISSUE: What kind of FTA is foreseen?
3. Trade policy modelling
- CGE model – also used in Korea;
- Issues: include specifically EU-countries of CA; also quantitative social and
environmental impacts if possible;
- Data availability – being checked at the moment (cooperation between CA partners
and Prof. Francois + team);
- Scenarios: basline + 3 scenarios (ToR) – baseline includes successful finalisation of
DDA;
- Limitations of the modelling outcomes (if possible per issue) – model restrictions;
- Outcomes presented in such a way that they can serve as valuable input for the
negotiations and economic relation between EU and CA if wanted;
- Also attention to preference erosion and third country effects;
- Sectors – to be determined in Phase 2 (technical interim report) but we have a general
idea in what direction to look (preliminary list that needs to be confirmed first by
sound analysis!):
o For trade in agricultural commodities and processed agricultural products:
tropical (dried) fruits, or forestry & wood, or horticulture;
o For trade in industrial products: textiles;
o For trade in services: electronics & IT services (case study: call centres), or
marketing services, or tourism, or financial services – difficult at this
moment.
- Some horizontal issues that we expect to be relevant in the study include:
o Public procurement;
o Investment conditions;
o SPS;
o Migration issues and remittances.
ISSUE: What is the baseline? DDA success? Anything else? Other FTAs? MFA?
ISSUE: What is limited, medium and ambitious in scenarios? 25%? 75%? Are there
sectors or subsectors that are ‘sensitive’?
ISSUE: How to look at preference erosion and 3rd country effects? What countries may
be considered?
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4.
-

-

Methodology
General analysis of trends (Interim Technical Report);
Trade policy modelling – CGE (Phase 2) + some GSIM is needed;
Causal chain analysis (CCA) (Phases 1 & 2);
In-depth sectoral / horizontal issue analysis – making use of CGE and CCA – but also
issues like standards, regulatory approximation, in addition to quantitative outcomes
(Phase 3);
Think of social groups, geographical areas most affected;
Written down to allow implications for policy to become clear – make it ‘policyfähig’ – including advice on mitigating measures (flanking measures) – some basic
alternatives (Phase 3).

ISSUE: How is the focus regarding quantitative versus qualitative? Issue of
quantitative modelling versus qualitative issues related to SPS, quality standards, etc.
5. Sector studies, horizontal issues
Out of points 2 and 3 (and 6) will officially follow some sectors and horizontal issues (up
to 6 in total) – to be discussed with steering committee before Phase 3 starts. Sectors and
horizontal issues chosen because of:
- Economic importance (sizes of sectors in EU and CA GDPs);
- Impact economically of FTA on these sectors (quantitative and qualitative) –
outcomes of Phase 2;
- Impact socially and environmentally (through change in production structure) of FTA
on these sectors;
- Importance of sector / issue for EU-CA relationship (e.g. in agreements, treaties)
- Importance of sector within the general EU focus on energy, agriculture, environment
and competitiveness;
Also, there is a very good split between EU and CA experts and many days are allocated
to sector analyses in the budget.
Important is that the sector analyses are based on the modelling outcomes and causal
chain analyses of Phase 2. These form one of the two backbones of the study.
6. Consultation phase
The consultation phase is very important for the TSIA EU-CA. As part of this phase –
which runs in parallel to Phase 2 and 3 – we aim to do the following:
- A website for this TSIA has been built for information dissemination and for
attraction of civil society (to be matched with DG Trade website – how to combine
for maximum impact);
- Research assistant at ECORYS permanently onto this;
- Corporate Solutions and CDR are organising the workshop – inviting local civil
society and stakeholders in the process – also – when sectors are known – sector
experts and representatives;
- We plan to organise two or three online chat and discussion sessions for further
feedback from stakeholders in different geographical areas.
Workshop issues
- Date proposed: 23 or 24 April 2009.
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