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ANNEX A1:CGE model

Overview
The policy simulation uses a computable general equilibrium model (CGE) of global world trade.
CGE models help answering what-if questions by simulating the price, income and substitution
effects in equilibrium on markets under different assumptions. Here, the economic outcomes of the
"baseline" scenario with no policy effects are compared to the different scenarios on changes in
public procurement purchases. The “baseline” for the model is the equilibrium before the policy
change, and the “scenario” is the equilibrium after the policy change. The effect of the policy
change can then be quantified as the difference between the two.
The General Equilibrium Model
The CGE model employed is based on Francois, van Meijl, and van Tongeren (2005). The most
important aspects of the model can be summarised as follows:
• it covers global world trade and production;
• it allows for scale economies and imperfect competition;
• it includes intermediate linkages between sectors;
• it allows for trade to impact on capital stocks through investment effects.
Box A.1 Key features of the model
Model simulations are based on a multi-region global CGE model. Sectors are linked through
intermediate input coefficients (based on national social accounts data) as well as competition in
primary factor markets. The model includes imperfect competition, short-run and long-run
macroeconomic closure options, as well as the standard static, perfect competition, Armington-type
of model as a subset. It also allows alternative labour market closures. On the policy side, it offers
the option to implement tariff reductions, export tax and subsidy reduction, trade quota expansion,
input subsidies, output subsidies, and reductions in trade costs. International trade costs include
shipping and logistic services (the source of fob-cif margins) but can also be modelled as
Samuelson-type deadweight costs. This can be used to capture higher costs when producing for
export markets, due to regulatory barriers or NTBs that do not generate rents (or where the rents
are dissipated through rent-seeking).
In the model there is a single representative composite household in each region, with expenditures
allocated over personal consumption and savings. The composite household owns endowments of
the factors of production and receives income by selling these factors to firms. It also receives
income from tariff revenue and rents accruing from import/export quota licenses. Part of the income
is distributed as subsidy payments to some sectors, primarily in agriculture.
Taxes are included at several levels. Production taxes are placed on intermediate or primary inputs,
or on output. Tariffs are levied at the border. Additional internal taxes are placed on domestic or
imported intermediate inputs, and may be applied at differential rates that discriminate against
imports. Where relevant, taxes are also placed on exports, and on primary factor income. Finally,
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Fig. A-2 Consumption Structure
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Taxes and policy variables
Taxes are included in the theory of the model at several levels. Production taxes are either placed
on intermediate or primary inputs, or on output. Some trade taxes are modelled at the border. There
are also additional internal taxes that can be placed on domestic or imported intermediate inputs,
and may be applied at differential rates that discriminate against imports. Where relevant, taxes
are also placed on exports, and on primary factor income. Finally, where indicated by social
accounting data as being relevant, taxes are placed on final consumption, and can be applied
differentially to consumption of domestic and imported goods.
Policy data comes from many sources. In the GTAP database, tariffs are based on HS tariff line
data, from MacMAPS, the WTO, and WITS as implemented in the GTAP8 database. It’s also
important to note that many developing countries in the GTAP database receive significant
preferences from OECD countries. These preferences are included in the baseline data. The
applied tariffs, based on applied MFN and preferential rates, are implemented in the model on a
trade-weighted basis by partner and sector.
Post-Doha tariff estimates are based on the range of coefficients in the recent (2008) set of Doha
modalities texts (NAMA and agriculture). The problems in defining the post-Doha baseline for tariffs
relate to agriculture rather than NAMA. Sensitive and special products are one of the most complex
issues in the WTO negotiations. WTO members are allowed to freely choose the products they
classify as sensitive, which causes considerable uncertainty about the outcome of this selection
process and makes them very difficult to handle in simulations. The data we work with for the DDA
in agriculture come from the German Federal Agriculture Research Institute - the Johann Heinrich
von Thünen Institute (vTI). It follows the procedure outlined by Brockmeier and Pelikan (2008).

1

Technical aspects of transport, trade facilitation, and services barriers
International trade is modelled as a process that explicitly involves trading costs, which include both
trade and transportation services. These trading costs reflect the transaction costs involved in
international trade, as well as the costs of the physical activity of transportation itself. Those trading
costs related to international movement of goods and related logistic services are met by composite
services purchased from a global trade services sector, where the composite "international trade
services" activity is produced as a Cobb-Douglas composite of regional exports of trade and
transport service exports. Trade-cost margins are based on reconciled f.o.b. and c.i.f. trade data.
Frictional trading costs, is another form of trade costs known from the literature. These costs are
implemented in the service sector. They represent real resource costs associated with producing a

1

Brockmeier, M. and J. Pekikan (2008), "Agricultural market access: A moving target in the WTO negotiations?"

Food Policy 33: 250–259.
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service for sale in an export market instead of the domestic market. Conceptually, we have
implemented a linear transformation technology between domestic and export services.
Market Structure
Demand for imports: Armington sectors
The basic structure of demand in constant returns sectors is Armington preferences. In Armington
sectors, goods are differentiated by country of origin, and the similarity of goods from different
regions is measured by the elasticity of substitution. Formally, within a particular region, we assume
that demand for goods from different regions is aggregated into a composite import according to the
following CES function:
1/ ρ j

q
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In equation (1), Mj,i,r is the quantity of imports in sector j from region i consumed in region r. The
elasticity of substitution between varieties from different regions is then equal to σ j , where
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represents expenditures on imports in region r on the sector j Armington composite. In

practice, the two nests can be collapsed, so that imports compete directly with each other and with
the corresponding domestic product. This implies that the substitution elasticities in equations (2)
and (3) are equal.
Imperfect competition
We model manufacturing sectors and service sectors as being imperfectly competitive. The
approach we follow has been used in the Michigan and the WTO assessment of the Uruguay
Round, and many recent studies of the Doha Round (see Francois et al 2005). Recent model
testing work indicates that this approach works “best” vis-à-vis Armington models, when tracked
against actual trade patterns (i.e. Fox (1999), uses the U.S.-Canada FTA as a natural experiment
for model testing).
Formally, within a region r, we assume that demand for differentiated intermediate products
belonging to sector j can be derived from the following CES function, which is now indexed over
firms or varieties instead of over regions.
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n
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1/ Γj

Where γj,i,r is the demand share preference parameter, Xj,i,r is demand for variety i of product j in
region r, and σj = 1/(1-Γj) is the elasticity of substitution between any two varieties of the good.
Note that we can interpret q as the output of a constant returns assembly process, where the
resulting composite product enters consumption and/or production. Equation (4) could therefore be
interpreted as representing an assembly function embedded in the production technology of firms
that use intermediates in production of final goods, and alternatively as representing a CES
aggregator implicit in consumer utility functions. In the literature, and in our model, both cases are
specified with the same functional form. While we have technically dropped the Armington
assumption by allowing firms to differentiate products, the vector of γ parameters still provides a
partial geographic anchor for production (Francois and Roland-Holst 1997, Francois 1998).
Firms in different regions/countries compete directly on a global level. Firms are assumed to exhibit
monopolistically competitive behaviour. This means that individual firms produce unique varieties of
good or service j, and hence are monopolists within their chosen market niche. Given the demand
for variety, reflected in equation (4), the demand for each variety is less than perfectly elastic.
However, while firms are thus able to price as monopolists, free entry (at least in the long-run)
drives their economic profits to zero, so that pricing is at average cost. The joint assumptions of
average cost pricing and monopoly pricing, under Bertrand behaviour, imply the following
conditions for each firm fi in region i:
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The elasticity of demand for each firm fi will be defined by the following conditions.
(7)
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In a fully symmetric equilibrium, we would have ζ=n . However, the calibrated model includes CES
weights γ , in each regional CES aggregation function, that will vary for firms from different
-1

regions/countries. Under these conditions, ζ is a quantity weighted measure of market share. To
close the system for regional production, we index total resource costs for sector j in region i by the
resource index Z. Full employment of resources hired by firms in the sector j in region i then implies
the following condition.
ni

(9)

Z j, i = ∑ TC j, i, f
f =1

Cost functions for individual firms are defined as follows:
(10)

C( x j, i ) = ( a j, i + b j, i x j, i ) P Z j i
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This specification of monopolistic competition is implemented under the “large group” assumption,
which means that firms treat the variable n as "large", so that the perceived elasticity of demand
equals the elasticity of substitution. The relevant set of equations then collapses to the following:
1
R
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In equation (12), n0 denotes the number of firms in the benchmark. Through calibration, the initial
CES weights in equation (12) include the valuation of variety. As a result, the reduced form exhibits
external scale effects, determined by changes in variety based on firm entry and exit, and
determined by the substitution and scale elasticities.
The composite household and final demand structure
Final demand is determined by an upper-tier Cobb-Douglas preference function, which allocates
income in fixed shares to current consumption, investment, and government services. This yields a
fixed savings rate. Government services are produced by a Leontief technology, with
household/government transfers being endogenous. The lower-tier nest for current consumption is
also specified as a Cobb-Douglas. The regional capital markets adjust so that changes in savings
match changes in regional investment expenditures.

2

Capital Accumulation and Investment
An important feature of the model involves a savings-investment-capital link, whereby the static or
direct income effects of trade liberalization induce shifts in the regional pattern of savings and
investment. These effects have been explored extensively in the trade literature, including Baldwin
and Francois (1999), Smith (1976, 1977), and Srinivasan and Bhagwati (1980). Several studies of
regional and multilateral trade agreements have also incorporated variations on this mechanism.
Such effects compound initial output welfare effects over the medium-run, and can magnify income
gains or losses. How much these "accumulation effects" will supplement static effects depends on a
number of factors, including the marginal product of capital and underlying savings behaviour. In
the present application, we work with a classical savings-investment mechanism (Francois et al
1996). This means we model medium- to long-run linkages between changes in income, savings,
and investment. The results reported here therefore include changes in the capital stock, and the
medium- to long-run implications of such changes.

2

Note that the Cobb-Douglas demand function is a special case of the CDE demand function employed in the
standard GTAP model code. It is implemented through GEMPACK parameter files.
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Annex A2: Quantitative Social Analysis

The first step of poverty assessment is a choice of welfare indicator. The most appropriate indicator
for emerging economies is consumption expenditures, as it is less volatile then income. Moreover,
the probability of underreporting is lower in case of expenditures. So the welfare will be assessed
as a sum of goods and services purchased and in-kind income, i.e. goods and services produced
within the household. This indicator will be regarded as disposable income.
Disposable income is calculated per household member in order to measure poverty of population
in general. Poverty rate among households may be misleading, as the size of poor households can
differ greatly from the average one. Besides, the composition of a household matters, as
consumption patterns differ depending on age and other factors. Furthermore, there is scale effect
in the household consisting of more than one person. Some expenditures do not proportionally
increase with the family size, e.g. expenditures on housing utilities, personal vehicle and so on.
These effects of household composition are captured by using equivalence scales that allow to
assign a value for each household type in the population in proportion to its needs. The factors
commonly taken into account to assign these values are the size of the household and the age of
its members (whether they are adults or children). For Moldova the following official equivalent
scale is applied: head of the household has a weight of 1, other adults – 0.7, and children – 0.5.
These weights allow expressing household size in adult equivalent units, and disposable income is
calculated per adult equivalent.
Poverty estimation is based on comparison of the disposable income and the poverty line. This line
can be set in absolute or relative terms, which determines the type of poverty that is calculated.
Absolute poverty line is set officially as a measure of minimum income necessary for basic needs
coverage. Relative poverty line is set at 50% of a median income and it shows the share of
population which is significantly worse off compared to the average level. To a significant extent it
can be thought of as an inequality indicator, as even growth of income among population does not
necessarily affect relative poverty.
The following poverty and inequality indicators are calculated and reported in the report:
Poverty headcount

where Y is a poverty line, yi – disposable income of individual i, n – is a sample size.
Poverty gap (depth of poverty)

Squared poverty gap (severity)

Gini coefficient
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Decile (and quintile) dispersion ratio is calculated as the relationship of total income of the top 10%
(20%) of the rich to total income of the bottom 10% (20%) of the poor:

Where d1, d10 are, respectively, the first and the tenth decile, and q1, q5 – the first and the fifth
quintile.
Dispersion around the at-risk-of-poverty threshold is calculated as a percentage of persons, over
3

the total population, with a disposable income below certain level (close to a poverty rate) .
Specifically, in this study we take the values of 80% and 120% of either relative or absolute poverty
line.
Primary Laeken indicators. Laeken indicators is a set of figures and ratios that analyse poverty and
social inclusion, adopted by Council of Europe in 2001. They include poverty rates by age, gender,
employment status, household type, accommodation tenure and others. Analysis of these
indicators allows identifying vulnerable groups.

Methodology of micro simulation
The key research question is how changes in prices and wages affect welfare of population at risk
of poverty. There are two approaches for this type of research: model change of poverty line in
respect to the changes in prices, for food products in particular; or model the welfare effect of new
prices and wages for the whole sample of households and relate it to the initial poverty line. We will
rely on the second approach, despite the fact that it is considered less appropriate for analysis of
absolute poverty rate or poverty gap. Later are tied to the absolute poverty line which is a measure
of minimum expenditures needed for survival or basic needs coverage. This line is deemed to
change due to prices adjustment to new trade regime. However, advantages of welfare effect
approach outweigh its drawbacks, as it makes analysis of FTA influence on the welfare of different
social groups possible. Furthermore, application of relative poverty line eliminates the problem of
calculating new line: it is set in relation of average disposable income.
Estimation of the welfare effect is proceeded by formula:

where, pi – price of good i, qi – production of good i within the household, ci – consumption of good
i, Lj – labour force of type j in the household, wj – wages of labour force type j.
The first part of the equation describes change in the welfare of the household caused by new
prices in the economy. It can also be divided into two parts, as it covers two effects: change in
expenditures due to new prices for goods consumed by the household, and change in the income
due to new prices for goods, produced by the household. The second part of the equation is a
labour income effect due to new wages.
So this approach implies modelling of
• consumption effect

3

10

arising due to changes in prices on products consumed,

See Eurostat (2010). Algorithms to Compute Social Inclusion Indicators based on EU-SILC adopted under the Open
Method of Coordination (OMC), Doc. LC-ILC/39/09/EN-rev.1.
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•

and the labour income effect

comprising changes in

income due to new prices on the goods produced and new remuneration in the economy.
The model also allows to account for the demand and supply responses to price change by
applying a second order Taylor expansion. However, effect of price elasticities on consumption and
production that determine changes in demand and supply structure are marginal compared to the
first-order effect of price change on welfare and may be ignored.
We model both income and consumption effect focusing on the change in food prices. This is
because food products account for more than half of household consumption in poorest quintiles,
and their production is also a vital income source for poor population (see section 3.1). So income
effect is largely incorporated into the simulation exercise by the analysis of changes in in-kind
revenues from subsistence farming and sale of agricultural products. However, separate effect of
wage increase is also modelled, using data on average wage increase and the amount of
employment remuneration by each household member.
The correspondence between data from the GTAP model and HBS is ensured using tables A.1 –
A.3.
Table A 1 - Food cash and in-kind consumption
Cod from HBS (COICOP)

GTAP sector

111…

Grains and Crops

112…

Livestock and Meat Products

113…

Fish products

114…

Dairy products

115…

Vegetables oils and fats

116…

Veg, fruits, nuts, oilseeds

117…

Veg, fruits, nuts, oilseeds

118…

Sugar

122…

Other processed food

212…

Other processed food

Note. COICOP 5 digit code is used.
Table A 2 - Household non-food expenditures
HBS

GTAP sector

Alcohol

Beverages and tobacco

Clothes

Textiles and clothing

Utilities

Utilities

Housing stuff

Electronics, computers

Healthcare

Public and other services

Transport

Petrochemicals

Communication

Communications

Advertisement

--

Education

Public and other services

Restaurant

Personal and recreational services

Different

--
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Table A 3 - Household cash revenues from selling agriculture products
Code from HBS

12

GTAP sector

91111…

Fruits

Veg, fruits, nuts, oilseeds

91112…

Vegetables

Veg, fruits, nuts, oilseeds

911131–32

Grains

Grains and crops

911133

Vegetables

Veg, fruits, nuts, oilseeds

911134

Tobacco

Beverages and tobacco

911135

Oil

Vegetable oils and fat

911136

Flour

Grains and crops

911137

Sunflower

Veg, fruits, nuts, oilseeds

911140–43

Dairy products

Dairy products

911144–47

Meat products

Livestock and meat products

911149

Honey

Other products

911151–52

Live animals and poultry

Livestock and meat products

911161

Seedlings

Veg, fruits, nuts, oilseed

911171

Wine

Beverages and tobacco

911191

Miscellaneous

Other processed food
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Annex A3: Quantitative Environmental
Analysis

Our quantitative environmental analysis complements the macro analyses preformed in the general
equilibrium framework of the CGE model. Evaluation of environmental impacts is based on the
results from the CGE model that are exogenous to our exercise. On the other hand, the effects due
to changes in environmental quality do not affect endogenous variables in the CGE model.
Quantitative assessment of changes in environmental quality is therefore based on analysis of the
scale effect. Our approach is following. We first derive emission intensities for main pollutants such
as SO2, NOx and particulate emissions. These intensities, in fact, describe the amount of
emissions needed to be released due to production of one unit of economic output. The emission
intensities, EQC, are derived for each pollutant and country as follows
(1)

where the upper subscript denotes the base year (0), or scenario in later cases respectively, and
the lower subscripts denotes the respective country (j) and pollutant (i).

are the emissions of

given pollutant released in base year by country j, and Y is the economic output and is taken form
the CGE model (modified GTAP database).
The new level of emission i in any country j for the benchmark and DCFTA scenario is given as
(2)
where g is the change in the output of the country j for given scenario sc as simulated by the CGE
model in this study. This formula can be also rewritten as
(3)

and it basically shows that the new level of emissions for given scenario equals the initial level of
emissions multiplied by the change in the output of the scenario compared with the base year
output.
The composition effect modelling simulates changes on environmental variable due to changes in
economic structure. This analysis can be only performed if economic variables and environmental
data are disaggregated according to the same classification. A standard case would be to
disaggregate sectors by industries –according to NACE classification– or by product categories for
that the analyst would assume certain level of homogeneity (e.g. same emission intensities within
the industry, but different among the industries). In our case, we use the most disaggregated
available level fitted to the CGE modelling outcomes.
In this approach, total emission for pollutant i in any country j for given scenario would equal to:
(4)
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where

denotes the emission of pollutant i released by sector k, and

is the economic output of

sector k. Multiplying this equation by total output of given country, Y, we get
(5)

where

describes the share of sector output on total economic output of the country that we mark

as Y. It means that new level of total emissions is given by changes in the output shares and by
the change in the level of output. If one assumed no change in the economic structure, i.e.
for any k, and because

, the eq. (5) would relax in the eq. (3).

As mentioned above, the analysis of the composition effect would require having environmental
data identically disaggregated as economic data; i.e. one would need to gather emissions for each
pollutant disaggregated into 37 economic sectors used in the CGE model applied in this study. Due
to the specific sector structure of the CGE model and data availability, this was not possible. In
order to document the effect of changes in the economic structure on the overall level of pollution
we aggregate some CGE sectors together (see table A4).
An alternative approach for analysing the composition effect might be to define the sectors based
on (geographical) region, rather than on economic sectors or products. In this case, one would
neglect any difference among industries within the region, but consider the differences among the
regions. Analysing the scale effect in each EU Member State might represent such approach; in
fact, in this approach, one would neglect heterogeneity among industries, but consider differences
among Member States. Then any change in the regional composition of EU production involved by
trade regime would be reflected in such a model. This is exactly what we are doing in the analysis
of the scale effect that is performed for each EU Member State separately.

Welfare Impacts
Damage due to changes in the environmental burden is related to the externalities. Utilising
economic theory we quote here Verhoef (1994) who argues that ‘…an external effect exists when
an actor’s (the receptor’s) utility (or profit) function contains a real variable whose actual value
depends on the behaviour of another actor (the supplier), who does not take these effects of his
behaviour into account in his decision making process…’. Basically it means that “…the social or
economic activities of one group of persons have an impact on another group and these impacts
are not fully accounted, or compensated for, by the first group“(EC 2003).
We are using the results of the external costs quantification by the ExternE method that is using the
Impact Pathway Approach. The external cost due to emission of a certain pollutant released in a
certain country is a product of monetised effects for each impact category. In total the external
costs for all analysed pollutants is a sum of these products:
(6)
where the lower subscript p denotes pollutant substance, c is a country which residents are or will
be exposed to change in concentration, dose, on intake, and i is impact category. Due to
differences in income level and preferences in each country c, one can expect that costs will vary
too. Similarly as in other impact assessments of EU policies (see e.g. assessment of CAFÉ
program) and in line with the ExternE guide, we assume in this impact assessment the only one EU
average monetary values of damages.
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The impacts due to classical pollutants might be grouped in several impact categories, which are
related with the effects on:
•

• human health (from regional and North Hemispheric model),

•

• loss of biodiversity,

•

• crops,

•

• building materials.

Generic external costs are available for following emission of classical pollutants:
•

• NOX

•

• PPMcoarse

•

• PPM2 5

•

• SO2.

4

Generic values of external costs for classical air pollutants depend on the height of release and
time of release. For our case, we assume the values as derived for “Unkno_Height of Release“ and
for the period of 2010. Any detail on how generic values of external cost per unit of pollutant were
derived is provided by the NEEDS report T1_4 and D1_1 both prepared in WP1 of RS3a NEEDS
project.
Valuations of impacts due to climate change need to be based on an estimation of marginal social
costs of carbon (or Social Costs of Carbon). We benefit from the estimations based on the updated
FUND model and a review of marginal abatement costs that were used in NEEDS project to
suggest a possible range of values for climate change damage. We follow here this
recommendation and assume the following values in our impact assessment we use 20 USD2000 as
a value of damage due to climate change. Then, to cover wider range covered in discussion of
potential damage due to climate change, we assume values between a lower bound of 6 USD2000
and 40 USD2000 per tonne of CO2 as an upper bound.
In total, five impact categories (health, loss of biodiversity, crops, building materials, and climate
change) involved by three classical pollutants (SO2, NOx and two fractions of PM) plus impacts due
to climate change caused by GHGs are considered in our impact assessment.
To match the environmental data with the CGE modelling results, the following aggregation of TSIA
original sectors had to be applied.
Table A4 Aggregation of sectors for environmental analysis
Env._analysis

TSIA No.

Description

1

1-6

Agriculture

7

7

Coal, Oil, Gas

8

8

Other minerals

9

9-15

Meat Products; Vegetable oils & fats; Dairy products; Sugar; Food

No.

products; Beverages & Tobacco; Textile & Leather products
16

16

Wood, paper, publishing

17

17

Petrochemicals

18

18

Chemicals, rubber, plastics

19

19

Ceramics, cement, etc.

4

If emission data are not available for specific fractions of par iculates, we suggest using 75% share of PPM2.5 and 20% of
PPMcoarse respectively on TSP aggregate; see Appendix for the explanation.
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20

20

Primary metals

21

21

Fabricated metals

22

22

Manufacture

27

27

Utilities

28

28

Construction

30

30

Other transport

31

31

Water transport

32

32

Air transport

33

29, 33-36

Trade; Communication; Financial ; Insurance; Business, Personal &
recreational services

37

37

Public and other services

The tables below provide data on emission factors for Moldova and the EU for sectors defined
above.
Table A5 Emission factors: Moldova (tons of emission per million € of output)
# Sector

SOx

NOx

PM10

PM2.5

1

0.194547103

1.76138345

3.3728471

1.3926504

7

5.596217107

1.45655798

8

4.337964847

1.65758909

1.7717206

0.1703578

9

0.056316876

0.08322383

0.0112634

0.0106376

16

3.584325625

1.12600367

0.425246412

17

0.061058331

0.05312887

0.015959896

18

12.08840733

2.75377588

4.584931339

19

14.65418617

18.3359334

5.1690068

2.5481019

20

3.180418952

1.2122063

0.2072671

0.1816786

21

0.478693192

0.33256434

22

0.039070131

0.37507326

0.0332096

0.0253956

27

0.203175203

4.30731431

0.0500851

0.048195

28

0.207646227

0.24430528

30

1.211939403

16.9161542

31

0.009018078

0.54866303

32

0.195048762

1.95048762

0.0300075

0.0075019

33

0.418931298

0.17496183

0.0787786

0.0745038

37

1.085161595

5.49834867

1.395966

1.3776834

1.033612924

0.166515902

0.128051162
1.820909

1.4354282
0.000447874

Note: Where the value is common for PM10 and PM2.5, separate values are not available and total PM emission factor is used
for calculation of PM emission change. Then assumption of PM10 (075 %) and PM2.5 on total PM is employed.

Table A6 Emission factors: the EU (tons of emission per million € of output

16

# Sector

SOx

NOx

PM10

PM2.5

1

0.123297828

1.43722201

0.6755142

0.2491333

7

0.88850509

0.07505458

0.2301801

0.0555688

8

2.49242E-05

0.00338211

0.9741684

0.5934221

9

0.04614239

0.03161635

0.0071136

0.003906

16

0.072492416

0.12872198

0.0720387

0.0587183
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1.066476983

0.56263489

0.0682832

0.047622

18

0.156382226

0.14385686

0.0250448

0.0159361

19

1.560728399

2.36943592

0.3231903

0.22166

20

0.531449622

0.35777214

0.2446785

0.1435002

21

na

na

na

na

22

0.02650394

0.07083318

0.0264873

0.0150346

27

7.115723279

3.51131441

0.2297456

0.1227052

28

0.000616086

0.00032281

0.0247882

0.0061537

30

0.033067447

3.48218023

0.2468638

0.1835332

31

8.723049976

11.7441561

0.8885782

0.8743227

32

0.147093972

2.39872684

0.0447622

0.0395527

33

0.007930914

0.01896918

0.001903

0.0014809

37

0.068926473

0.10272899

0.1381426

0.115676

Note: Emission and emission factors from sector 21 – Metal products. Since the change of output of this sector equals zero in
short run or is negligible in long run. We assume, that the emission change in this sector is zero as well.

Quantification of damage due to airborne pollution by ExternE method.
ExternE project series – launched at the beginning of 1990s – have been aiming at developing, and
further improving and extending appropriate methods to quantify the external costs mostly due to
airborne pollution and climate change. The so called Impact Pathway Approach (IPA) is followed in
the ExternE. Basically, IPA consists of four steps: it starts with the emission of a pollutant at the
location of the source into the environment. It models the dispersion and chemical transformation in
the different environmental media in its second step. Introducing receptor and population data it
then identifies the exposure of the receptors and calculates the physical effects that are, in the last
step, monetised.
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FigureA1 Impact Pathway Approach for quantifying the external costs

Monetary valuation of effects is based on valuation approaches consistent with welfare economics.
It means that changes in marketed goods are quantified by using market prices and/or by
estimating the variations; there is however no price for non-market goods such as human health or
loss of biodiversity. Therefore the ExternE uses non-market methods, which use techniques based
on revealed or stated preferences. The external costs expressed in monetary terms per unit of
production are usual result of this approach.
For many questions in research and policy we need not be interested in the damages caused by
one single process at a certain location but we might be interested in the damages per economic
sector, per country or per unit of pollutant. EU-funded project NEEDS aimed at generalisation of the
improved model in order to deliver generic values of the external costs per pollutant and a country.
To calculate the generic country-specific values, parameterised results from an Eulerian dispersion
and chemical transformation model for classical pollutants was used. Thanks to source receptor
matrices to each unit of emission in one region a concentration or deposition increment in each of
the 50 x 50 km2 EMEP grid cells all over Europe were attributed. According to the IPA, total
increment in concentration was multiplied by concentration (dose) response functions and the
number of exposed population to get a cumulative exposure for each grid cell. Finally, the physical
effects such as number of cases of respiratory diseases or premature mortality was multiplied by
monetary values of each impact category. As the result, the external cost per tonne of pollutant is
derived for each European country.
Results for damages due to classical pollutants are available for emissions discharged in 39
European and non-European countries and 5 sea regions. The receptor domain covers the whole
of Europe. Impacts included are impacts to human health, crops, damage to materials and loss of
biodiversity caused by acidification and eutrophication. Except the effect from regional model,
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thanks to Northern Hemispheric model (Tarrasón, 2006; 2008 in RS3a WP1) the external costs due
to impacts to human health outside Europe caused by emissions of classical pollutants in Europe
have been estimated and included as well.
The Impact Pathway Approach is incorporated into a software tool so called EcoSenseWeb being
developed within ExternE project series and operated by University of Stuttgart. This tool presents
an integrated computer system developed for the assessment of environmental impacts and
resulting external costs from electricity generation systems and other industrial activities. The online
tool can be found at http://EcoSenseWeb.ier.uni-stuttgart.de/.
In the past of ExternE, emission of primary particulate was expressed as TSP (total suspended
solid). In fact, the external costs of particulate matter strongly depend on the share of PPM2.5
within PPM10. In order to distinguish between primary and secondary particulate matter the
abbreviation for primary particulate matter is PPM10. However, in the impact assessment by
ExternE, PPM10 is further distinguished into PPMco, which is a particulate matter coarse with an
aerodynamic diameter of smaller than 10 µm but larger 2.5 µm and PPM2.5 that is particulate
matter with an aerodynamic diameter of smaller than 2.5 µm. Environmental statistics usually report
particulate emission as for the aggregate, i.e. without distinguishing their specific fractions. Because
generic external costs are in ExternE provided for PPM2.5 and PPM2.5-10 fractions, we need to
estimate these fractions on PPM aggregate. For some flue gases like in traffic the share of PPM2.5
can be up to nearly 100% whereas the share for emissions of an embarkation of coal the share of
PPM2.5 can be as low as cca 5%. A general recommendation is therefore not possible. Example
for shares of PPM2.5 on PPM10 is reported for instance by Klimont et al. 2002; AEAT 2002; IIASA
2004, or Pregger 2006. Based on our analysis of PPM emission released by main power plants
being operated in the Czech Republic – see Figure A2–, we recommend using 75% share of
PPM2.5 and 20% of PPMcoarse respectively on TSP aggregate, if no disaggregation of TSP into its
fraction is not available.
Figure A2 Share of PM10 and PM2.5 on TSP in the Czech power plants

Externalities due to Climate Change
Valuation of greenhouses gases is a very contentious issue because the assessment of the
impacts is highly uncertain. Moreover, since the impacts are spread all over the world and into the
future, the monetary evaluation is dependent on parameter choices, like discounting and equity
weighting. Impacts due to climate change may be monetised by considering two different
conceptual approaches. First, the costs of carbon might be based on abatement costs of reaching
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certain (arbitrary set) goal. This approach would be correct if one was sure the agreed policy target
was also socially optimal. Estimate of abatement costs to reach Kyoto target by the EU15 countries
were just used to value damage caused by carbon emissions last years in the ExternE project
series. However, a methodologically more sound approach, or at least the one that follows welfare
economics logic ground, is to estimate marginal damage costs of carbon, commonly referred to as
the Social Costs of Carbon. Although, as noted by Anthoff (2007), the marginal damage figures are
not the only measure used to quantify impacts from climate change, their estimates have been
5

appearing more often in the literature .
The magnitude of social costs of carbon estimates do, however, vary quite significantly. Differences
in scope and structure of the assessment models are the first source of variations. The estimate
value would then depend on the number of impacts covered, time horizon of impacts considered, or
climate sensitivity assumed in a given model (see Watkiss 2007). Next, there are also two key
parameters of modelling that certainly will influence magnitude of the estimates: discounting rate
and equity weighting. As a meta-analysis of IAM studies by Richard Tol (2005) shows that
manipulation of these parameters in a plausible range leads to social cost of carbon (SSC)
estimates differing by more than an order of magnitude.
To provide a comprehensive picture on SCC, several runs by FUND model were performed within
the NEEDS project. Anthoff (2008) reports a range of MSC estimated using several pure rates of
time preference (such as 0%, 1%, and 3%) plus declining rates over time. The results not equity
weighted are labeled “NoEW”, the ones equity weighted and normalized with average world per
capita income are labelled “AvEW” and those that are weighted and normalized to the EU are
labelled “EUEW”. Table A7 reports here some of their results recalculated from $ 2005 per tonne of
C, as reported in the study, in euro 2005 per tonne of CO2 by using market exchange rate from
OECD.

Table A7 MSC of CO2 estimates based on FUND model v. 3.0.
best guess
PRTP

0%

1%

average
3%

0%

1%

median
3%

0%

1%

3%

NoEW

21.5

2.8

-1.8

52.2

11.7

0.0

11.2

0.4

-2.4

AvEW

54.3

10.1

-1.8

119.9

31.9

3.2

35.6

7.1

-1.9

EUEW

258.6

48.1

-8.9

570.9

151.8

15.2

169.7

34.0

-9.0

Note: based on NEEDS project cit. in An hoff 2005; all values are in 2000 Euros.
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tariffs

NTMs

tariffs

NTMs

services
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3.7

0.4
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1.9
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ANNEX C: Overview of inputs from
stakeholders

Table C. 1. Inputs from stakeholders received during the Public Meeting
(Brussels, 16 February 2012)
Name of

Main comments / issues discussed

Ecorys-CASE response

European Services

Infrastructure services have key impact on

It is not modelled as a separate sector

Forum (ESF)

production patterns. Therefore it might be

as data do not allow for this, but

crucial to include them into the

included in other sectors in the CGE

model/study.

model (e.g. transport, communication,

association/federation
and contact person

@esf.be

public services). In phase 2 of the
study, it could be addressed if the
sector is selected for in-depth
analysis.
European Economic and

Regarding the role of SPS issues: to what

We are aware of the importance of

Social Committee

extent are you considering the ability of

SPS issues for these DCFTAs. Given

(EESC)

the two countries to meet standards and

the nature of the quantitative

are you addressing the concerns with

(modelling) exercises in phase 1,

respect to 1) food safety and 2) illegal

some of these issues will have to be

imports (re-exports via these “new”

addressed in phase 2 (depending on

entrances at EU external borders, i.e.

the sector selection). In that phase of

substandard products entering through

the study, we will go into detail in

the ‘backdoor’ of Europe)?

different sectors or horizontal issues
and also address nuances that CGE
modelling does not capture.

European Economic and

The additional quantitative analysis

We will study a broader range of

Social Committee

seems to focus on pollution

topics, but more in the qualitative part

(EESC)

(environmental) and income (social). This

of the study. In addition, in the second

seems rather strict. Which other topics will

phase, where we will conduct

be treated in the qualitative part of the

additional analyses on given selected

study?

sectors or horizontal issues, we could
also study the social and
environmental effects in more detail.
However, we do not want to limit
ourselves a priori to certain indicators
and hence we choose a few variables
and pick up additional ones later.

European Economic and

How do you envisage the role of the

Ecorys-CASE welcomes the

Social Committee

Economic and Social Committee (also

suggestions and has been in contact

(EESC)

mentioned in the ToR)? We are happy to

with EESC after the meeting to

cooperate with you and provide inputs. In

discuss poss ble attendance of

our opinion, a second public meeting in

relevant EESC events.

the EU in September for the Finbal Report
is rather late. We offer to organise a
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Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
public hearing in May on the ITR as well.
Also, EESC is organising a mission to
Moldova from 20-23 March 2012. We will
be happy to share findings.
International Trade

A continuous exchange of information all

We are aware that we need to take

Union Confederation

the times is important. With respect to the

into account these issues and

labour / social dimensions, there are

appreciate input on this from civil

substantial problems with the Georgian

society. Regarding the informal

law. In addition, there are several

economy, this calls indeed for careful

standards that go beyond ILO (e.g.

interpretation of the statistics. The

Energy Community, Transport Treaty

additional analysis through bottom-up

Committee.

household surveys will capture part of

Secondly, how do you take into account

the issue on the informal economy.

the informal economy in the study? The

Additional qualitative analysis and

size of the informal economy in Georgia /

interviews should also help to

Moldova implies that you have to be

overcome the data limitations.

careful with statistics (which is based on
the formal economy)
Thirdly, what is the interrelation between
the study and the actual negotiations?
What will be the priority issues during
negotiations?

International Trade

How do you intent to effectively involve

We have local partners in both

Union Confederation

local stakeholders in Georgia and

countries: CASE Georgia and CASE

Moldova, provided not all have access to

Moldova. They know the stakeholder

online tools?

landscape well and can perform
consultation activities locally. In
addition to the workshops and online
consultation, we plan in-depth
interviews with local stakeholders
around the workshops and/or
whenever needed. We are also in
close contact with EC delegations In
Georgia and Moldova. We have a list
of stakeholders, but welcome
suggestions for stakeholders to be
included to this list. This will help us
improving involving local
stakeholders.

UECBV

@uecbv.eu

For further analysis among the meet

These sectors may be looked at in the

products the following subsectors should

in-depth analysis, depending if they

be given especial significance for

are selected for it (the selection is

consideration due to their high sensibility

based on objective criteria and

for EU market:

feedback of the steering committee).

Pork – priority level 1
Beef – priority level 2
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Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
Sheep meet – priority level 3

Table C. 2. Inputs from stakeholders received during the Public Meeting
(Brussels, 14 September 2012)
Name of

Main comments / issues discussed

ECORYS Response

Regional Council of the

Thank you for the information. We have

Given the expected need for

International Trade

had meetings with some representatives

reallocation of people between

Union Confederation

from Georgia and identified some

sectors and given the current situation

concerns about labour rights issues as

of the overall labour market, we do not

also raised in the Report Presentation.

see the need to make major changes

The Georgian ITUC department initiated

for labour market in Georgia,

an action towards the preparation of a

introducing new regulations that would

road map advising how to improve the

make the hiring and the firing process

labour rights situation in 14 steps. This

more difficult. But this FTA will require

could help the negotiation process and

more flex bility for people shifting

also the implementation of the necessary

between the sectors. There is a need

policies. We welcome the idea of a

for active policies, which help people

monitoring mechanism advising how to

to acquire new skills, qualities that

reach this point and afterwards, if there is

would make it easier to find jobs in

going to be serious structural changes as

booming sectors. These are our

it is pointed out by the TSIA study. This

recommendations.

association/federation
and contact person

would require active labour market
policies and other social policies that
prevent different effects that are quite
efficient in these cases. It would be very
helpful for the government to see the
consequences. You mention that labour
market needs more flexibility, but we
would like to have more elaboration in the
case of Georgia. What do you have in
mind? Because this is the biggest
problem in Georgia.
European Economic and

We highly appreciate the study but do not

It is a thorough point that a transition

Social Committee

clearly see in this study the transition of

process is needed. What happens in

sectors that will decline by the

the adjustment period from the

approximation to the EU while this is very

moment you introduce the DCFTA

important for civil society.

and what happens in the long-run is a
valid question. And this question is
also linked to the question on labour
market flexibility. We have looked at
the severity of the adjustments in
sectors and also looked at what
measures are responsible for the
depth of adjustments. The country can
choose between a strategy of fast
(sometimes more painful) adjustments
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
or a strategy to try to stretch it out for
a longer period. When talking about
vocational, educational training is one
flanking domestic policy measure that
we would recommend to ease the
short adjustment process. If you look
at some of the sectors with remaining
tariffs you may as well look at the
gradual phase rather that instant
abolishment of these tariffs, which will
not give a very strong adjustment, but
rather a more gradual one. Looking at
regulatory approximation, it is inherent
in the process that it is not possible to
achieve it overnight, as it is a gradual
system where you first need to look at
the regulatory approximation in this
system itself, then how the new sets
of regulations are implemented and
how you monitor them. It is not
possible to achieve it in a week, thus,
you see that there are different
effects, which may require to adjust
the speed of adjustment.
European Economic and

We would like to add to what was already

The degree to which the EU markets

Social Committee

said this is an excellent work and that you

will be opened for Moldova depends

have covered some really important

on the assessment of the progress

questions. It seems that the analysis for

made in relation to SPS; the EU will

Moldova on SPS does not cover the risk

look at the quality of relevant

of illegal exports into Moldova, that could

institutions. In a sense, it will always

be passed in to the EU, after Moldova’s

remain the assessment of the EU

approximation to EU SPS standards. That

institutions whether to allow export of

was a big issue in EU enlargement in the

certain products into the EU market.

past. What can Moldova do in order to

Thus, this could act as a kind of

stop the imports coming in that do not

guarantee of preventing the risk that

meet the SPS requirements? The

was mentioned (importing some

outbreak of foot mouth disease 12 years

animal diseases to the EU).

ago is a case in point.

It is important to understand that
regulatory approximation means that
Georgia and Moldova have to
increase their standards to the EU
level and we are not looking at the
middle way. In terms of food safety
this would make it harder to use
Georgia/ Moldova as transit countries
for products, because they start
approximating the EU standards and
become a border before you reach the
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
EU border. Moreover, it is also
important to look at the positive
economic effects for those two
countries, as once they manage to
achieve that level of food and safety
then new markets will open for those
countries that are outside the EU.
Potential costs for those two countries
are large and the main effect would be
in the exporting route not in the
importing.
Comité Européen des

As seen from the TSIA and this

Yes, we identified the significant

Fabricants de Sucre

presentation, the most significant

effects on the sugar markets in

expansion in Moldova is for the sugar

Moldova as a result of the DCFTA on

sector. Detailed analyses are made on

the sugar sector. The size of the

some sectors such as vegetables. Is there

effects on the sugar sector depends

such a detailed analysis for the sugar

on the assumptions with respect to

sector too? If not, could you explain how

TRQs, because currently there is still

did you assess the impact on this sector?

a TRQ for Moldova’s import of sugar.
In the first scenario a TRQ was not
included in the modelling, which
brought big effects for sugar. In order
to see what will happen if TRQ is still
included, we ran a second scenario
and the effect became much smaller.
The reason for not selecting the sugar
sector for in-depth study is also that it
is a small sector and looking at the
four criteria for choosing the sectors it
does not qualify under the first
criterion (economic size). Therefore
even in the first scenario the effect on
sugar may seem big when it is
presented in percentage terms, but in
absolute numbers it is still small.

European Economic and

Is it poss ble to affirm the positive results,

(DG Trade): Corruption issue is not

Social Committee

given the issue of corruption in Moldova?

only in Moldova, but also in other
countries in the region. It is clear that
through the approximation process we
try to spread in these countries
governance rules. A good example is
public procurement. We want these
countries to adopt the EU public
procurement rules, which are mainly
about the transparency. We don't
think that it would be enough but the
progress towards the reduction of
corruption will be addressed through
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
the approximation process, even if
this DCFTA will not solve all the
problems of corruption. Another
example: we want the EU customs
laws to be applied, but also the EU
customs practice.
(Ecorys) you are right that corruption
is a very big issue and as well a
potential risk to the positive side of the
DCFTA. When we look at what the
DCFTA sets out to do we see the
intent to create interdependence and,
if properly catered for such, an
agreement also provides room for
international pressure. Moreover we
see, e.g. a very difficult area SPS, that
the prospect of these negotiations
with the EU and the relationship that
Moldova/ Georgia has with the EU
has been the biggest driver for
adjustment of SPS measures. And
that is without a formal DCFTA in
place, which justifies that this
pressure exists. From your (EESC)
submitted recommendations: that is
the tool to observe the pressure in this
field. The eradication of corruption
needs time and that is a discussion
that we also have in other countries.
The international dependence is one
of the biggest factors to drive that
down. In relation to SPS there is a
potential checks and balances system
that evaluates market access. This
DCFTA starts the whole process, in
this case, of regulatory approximation,
which does have a potential positive
effect on the reduction of corruption.
Will this approximation in case of GE

In terms of regulatory approximation,

affect its trade relations with regional

what you have mentioned is an

countries, not the EU countries, but more

important note. When you see

related to Kazakhstan, and other Central

Georgia/ Moldova approximation

Asian countries?

towards the EU standards that does
mean that it makes it easier for these
countries to trade with other countries
that have similar EU standards. In the
region, I understand that the EU has
objectives to conclude more FTAs,
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
e.g. With Armenia, which will have
similar approximation and standards.
There is a consistent approach from
the EU side and those that engage in
these relations with the EU, they also
harmonise with each other. You are
increasing the level of the standards
and we see in practice that even
though there are different standards
but of a similar quality level then trade
is increased. It is not necessary for
countries to have the same set of
regulations, but as long as they reach
similar levels in terms of
recognisability then you are able to
reach positive effects. In our study we
assessed the economic effects on the
neighbouring countries of the DCFTA.
It shows that the overall effects for
these countries in terms of total trade
flows, are all close to 0 in percentage
terms (also on GDP). The figures can
be found in the report.
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Table C. 3. Inputs from stakeholders received via TSIA Moldova website and mailing list
Name of

Main comments / issues discussed

Ecorys-CASE response

Following the launch of SIA for Moldova-

We have added the proposed

Council of the

EU DCFTA the Pan-European Regional

organisation to the mailing list, and

International Trade

Council of the International Trade Union

took note of the suggested article.

Union Confederation

Confederation proposes to include the

association/federation
and contact person
Pan-European Regional

National Confederation of Trade Unions
into the stakeholder list.
There comes also a suggestion to read
the most recent ITUC survey article on
trade union rights situation in the country
(http://survey.ituc-csi.org/Moldova.html)
Eco-TIRAS Intl.

Some changes have to be made in the list

Changes were made in the

Environmental Assn. of

of environmental NGOs of Moldova:

stakeholder list accordingly.

Dniester River Keepers

• Regional Environmental Center
Moldova is not an NGO - it is
anIntergovernmental organization
established by governments of EU,
USA, Moldova etc.
• Trimetrica is not an NGO but a
business organization.
• Among environmental NGOs of
Transnistria Eco-Tiras would
recommend Ecospectrum (Bender)
as a think-tank and NGO hosting the
HQ of the Council of the
environmental NGOs of Transnistria.
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Table C. 4. Inputs from stakeholders received during the workshop in Transnistria (4 June 2012)
Name of

Main comments / issues discussed

Ecorys-CASE response

PO NP «Union of

Any methodology has an error margin.

The technical details of the model are

Transnistrian

What is the specific error margin in your

available in the Annex. Assumptions

Manufacturers,

model?

on liberalisation per sector are

association/federation
and contact person

Agriculturists and

important. Modeling into the future

Entrepreneurs»

always comes with several
uncertainties. This is not an
econometric model, hence not
possible to be precise about error
margins.

Republican Council of

What is the baseline year? How do you

We have adjusted the 2007 figures to

Entrepreneurs,

project through the crisis years? If you do,

2010 values and the project the

the projections are likely to be inaccurate.

results from the baseline 2010 values.

Moreover, do you treat Transnistria and

Thus, we take the years through the

Moldova separately? Do you have

crisis into account already in the

separate statistics for both? What are the

baseline. We always aim to be

dynamics of your comparison with the

realistic, but recognise that the

baseline?

projections through the crisis might
contain some flaws. That is why we
complement the quantitative analysis
with qualitative insights in the second
phase of the study.
We have (partly) included Transnistria
in the quantitative modeling, since the
data recognise the region as part of
Moldova – in particular trade flows
reported by Moldova’s partner
countries (EU in particular) to a
certain extent include trade flows
originating in Transnistria. So some
Transnistrian trade is included in
GTAP database. But we understand
that there are statistical flaws in these
data and we would therefore like to
here your inputs on this.
The results that we present are a
comparison of the changes with
respect to the baseline values. Hence
the results show the additional
contr bution of DCFTA to the changes
that were projected to happen in the
baseline scenario.

PO NP «Union of

In exports of Moldova, we do not see

We have included 37 sectors of the

Transnistrian

metal, electric equipment, machinery and

GTAP database in our model, which

Manufacturers,

energy. Are these sectors included or not

are listed in the Annex. The GTAP

Agriculturists and

in the export of Moldova, or in the import

database has the share of sectors into

Entrepreneurs»

of the EU? And where are the separate

the total export of Moldova in the

results for Transnistria?

model. The GTAP is a mirror

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and the
Republic of Moldova

77

Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
collection of data, which means that
trade data are reported by importers
as well. That’s why trade statistics
should include Transnistria as well.
However, the data might be limited if
the exports or the company is not
registered officially.
Independent Centre of

What groups of products are included in

These are mostly agricultural

Analytical Research

the sensitive goods?

products, with specific TRQs in place.

“New Age”

Think of grains, wine etc.

Independent Centre of

What is the short run and what long run?

Short run are the immediate effects.

Analytical Research

How many years is it?

The long run in the model is

“New Age”

distinguished by the fact that capital is
mobile between sectors. That means
the time for an economy to adjust and
to reallocate capital and investment to
competitive sectors of the economy.
How many years this may take
depends on the Transnistrian /
Moldovan economy.

PO NP «Union of

We know that Moldova is planning to

No, this is not the error margin. We

Transnistrian

open the market in 5-7 years, depending

cannot attach years to the adjustment

Manufacturers,

on sectors. Does this mean that Moldova

process, that depends on the rate of

Agriculturists and

will be ready to adjust its sectors in 7

adjustment. We are also not part of

Entrepreneurs»

years time? Would this time period be the

the negotiations, hence cannot

error margin of the model?

comment on specific negotiation
positions of both sides.

Transnistrian Federation

Question on the overall social impacts.

The household budget survey data on

of Trade Union,

What are households in your model, how

which the quantitative analysis of

they are defined?

social effects is based does not
include households living in the
territory of Transnistria (such data are

Department of social

simply not existent). However, results

and economic protection

might be valid for Transnistria,

of workers

because it is possible that typical
characteristics of households living in
the Transnistrian territory and
elsewhere in Moldova can be similar.
Gains are not equally distributed
among population, effects on poverty
rates are explained again (extreme
poverty, national poverty, equality).
Other qualitative effects have been
mentioned including promotion of
equality, promotion of international
convention, and the risks – that
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Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
workers will lose their traditional jobs
and will need to move to other sectors
- and these might be difficult for
certain groups of people.

Transnistrian Chamber

How did you estimate the loss in output of

We conduct an independent analysis

of Commerce and

the EU and Moldova at sectoral level?

based on CGE model and we look at

Industry

What do you mean by these statements?

scenarios that might be a realistic

And why do you take negative export

outcome of DCFTA negotiations. We

values for meat?

also take the relative strength of the
economies into account. We also do
not assume negative export values for
meat. We model 37 sectors and take
baseline values for their initial exports.
The negative values in the tables are
only the changes after implementation
of the DCFTA (i.e. a difference
between DCFTA scenario and
baseline scenario that is identical
apart from lack of DCFTA).

PO NP «Union of

There is an intention in Transnistria to

These are exactly the issues that we

Transnistrian

sign an FTA with CIS countries. In case

are interested in. Any information from

Manufacturers,

one of the CIS countries signs another

your side on these potential FTAs

Agriculturists and

FTA, the other CSIs country may apply

would be very welcome. These are

Entrepreneurs»

protection measures, e.g. on the meat

not included in the baseline (and

sector. This means we could lose both

DCFTA scenario). We have selected

markets.

SPS measures for an in-depth
analysis and we need your inputs to
complement the modelling.

Republican Council of

You mention negative social effects, in

We have adopted the poverty line

Entrepreneurs,

terms of inequality, but a decrease in

from the Moldovan authorities.

poverty. Which percentage of poor

Extreme poverty there is 3%. We

population is included in the model?

have no good data for Transnistria,

Because in case of Transnistria, the

though.

absolute poverty is 40 %. The poverty and
DCFTA effects on Transnistria will be
much more negative.
Transnistrian Federation

Social effects on Transnistria will be

We would very much welcome any

of Trade Union,

completely different. Your household

inputs from your side. On the sectoral

survey is from Moldova, but we are only

allocation, the overall results are

interested in Transnistrian social effects.

positive but sector-wise this may

We have our own research and you could

differ. Hence, what could happen is

Department of social

use these insights in your report to

that you phase in some changes,

and economic protection

complement the analysis. Also, on

such that people get the time to adapt.

of workers

reallocation of labour force from one
sector to another, the Moldova situation
shows that there is not much change, but
in some sectors, of course, the changes
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Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
will be very hard for the society.
Independent Centre of

On social issues, your study lacks deep

We are aware of several differences

Analytical Research

research on Transnistrian level of wages,

in economic structures and other

“New Age”

on labour migration, on social welfare

dimensions. Lack of more extensive

contribution, sector changes in trade

separate treatment of Transnistria is a

etcetera. You need to consider

reflection of two practical factors: first,

Transnistria separately with a separate

the resources available in this project

independent, economic, social and

do not make it possible to carry a

infrastructure approach.

separate analysis of Transnistria.
Second, statistical informational base
for Transnistria is significantly weaker
than for Moldova (typically excluding
Transnistria). Still, we would very
much welcome any your inputs or
references to existing studies that
could help in our analysis.

PO NP «Union of

On the import side we see increases in

Exports and imports both increase in

Transnistrian

textiles and machinery. But the largest

the model, it is not only imports. This

Manufacturers,

textiles plant of the EU is located in

has to do with intra-industry trade. So

Agriculturists and

Transnistria. And the same applies to

it is possible that exports and imports

Entrepreneurs»

machinery.

both increase

PO NP «Union of

In the second part of your presentation,

We only showed sectors that saw the

Transnistrian

you focus on sectors that are not relevant

most significant sectoral export

Manufacturers,

for Transnistria (sugar, air transport).

changes. We have all sectors

Agriculturists and

Metals and other sectors were not

included in the annex of the report.

Entrepreneurs»

included, we would like you to focus on
these sectors.

Republican Independent

In addition to the agriculture analysis, we

Thank you. We will try to take this into

Professional Union of

see crops and grains in your analysis

account. Note however that social

free entrepreneurs of

does not reflect the sector of fruits and

considerations are included in our

Transnistria ,

vegetables in Transnistria, whereas this

analysis. Also, we do not claim that

sector is very important. The fruits sector

grains and crops are indicative for the

has important implications for the labour

Moldovan economy, we only show

force and has high quality standards. It is

that this sector is an important sector

needed to consider the history of

to analyse based on the criteria that

agriculture of Moldova and you selected

we presented earlier

only a few sectors. Moreover, crops is not
an indicative sector for Moldova.
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PO NP «Union of

Let us focus on economic impacts. We

These are interesting questions that

Transnistrian

need the analysis for Transnistria,

unfortunately go beyond the scope of

Manufacturers,

because we need to understand what the

the analysis. We, however, realise

Agriculturists and

economic inputs are. And concerning

that it is crucial to know this.

Entrepreneurs»

changes in sectors (short- and long-run),

Trade Sustainability Impact Assessment in support of negotiations of a DCFTA between the EU and the
Republic of Moldova

Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
is it correct that the initial stage is the
approximation to EU legislation? Then
who will cover the costs for business to
implement the EU standards and be able
to benefit in the long run? And what are
the costs?

PO NP «Union of

Transnistria and Moldova should be

Our results at sectoral level could be

Transnistrian

placed at different levels of development.

interpreted from the Transnistrian

Manufacturers,

Moldova is prepared for the DCFTA and

perspective. This should give some

Agriculturists and

the preparations have been taking place

picture. A separate study for

Entrepreneurs»

since 10 years. The exports from

Transnistria was beyond our mandate.

Transnistria are different than from
Moldova: TN is good at textiles,
machinery and energy. So we need to
focus on our strong sectors. If companies
are only registered in Moldova the effects
are for Moldova, but this is not relevant for
them, if the output of this production
(which is based in Transnistria) will
decrease. This will affect the Transnistrian
economy only.
Republican Council of

Our products such as metals, electrics

The DCFTA should not limit any

Entrepreneurs,

etc. are subject to customs in Moldova,

export opportunities to the EU that

but are not related to Moldova at all. We

currently exist. It should only improve

need you to give advice that restrictions

the situation. However, we are not in a

should no longer be applied on

position to recommend specific

Transnistrian products.

solutions for relations between
Tiraspol and Chisinau.

Republican Council of

If there are simply no impacts for

This is an independent study and

Entrepreneurs,

Moldova, will you be so courageous to

indeed if we found no results we

say that the DCFTA is not useful for

would report this explicitly. In any

Moldova?

case the results of our study might be
useful for your discussion with
Chisinau, and because the data on
Transnistria are limited the inputs
provided by you are very important.

Republican Council of

Your independent expert opinion on a

Data availability and scope of the

Entrepreneurs,

limited study of the Transnistrian economy

project do not allow us to make full

would be very important. At the same time

assessment of the impact for

the economic platform of Transnistria is

Transnistria specifically. But these

not considered and not presented correct.

concerns are noted.

Hence, we need such an expert advice for
Transnistria also. We should bring the
differences in economic and export
structures to the negotiators.
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Name of

Main comments / issues discussed

Ecorys-CASE response

Republican Council of

The team has provided a negative

Thank you for your remark. You need

Entrepreneurs,

scenario, especially on meat products and

to understand that a poverty line

electronics. Also you claim that wages will

(which you were referring to) is just

increase by 5%, but what about inflation?

one figure – it cannot explain and

Food prices will increase, which implies

present all social effects. There are

that 30% of population will lose due to the

also results for inflation in the model.

DCFTA and poverty might increase.

Your interpretation of results that 30%

association/federation
and contact person

of the whole population will lose is not
correct – based on our quantitative
analysis it’s closer to 3%, actually.
Republican Council of

Inclusion of the Transnistria trade in your

Data availability and scope of the

Entrepreneurs,

analysis is a big mistake. You have

project do not allow us to make full

included Transnistrian products, notably

assessment of the impact for

textiles, in your analysis. You have to

Transnistria specifically. But these

study Transnistria separately or do not

concerns are noted.

include Transnistria trade in the report.
Overall, we understand the approach, but
it is not convincing that the DCFTA is very
beneficial on social grounds. We would
like to see a positive scenario for
Transnistria. De facto we are an
independent state, but do not get the
same support from the EU. You have
done an interesting job, but we would like
to see a more positive scenario.
Republican Council of

The political and economic aspects of

Entrepreneurs,

Moldova and Transnistria do not always

We have noted this point.

coincide. Transnistria has an Eastern
political system and that from Moldova is
Western. Transnistria should now find a
different source of development, because
the negotiations are only taking place with
Moldova. But we are not able to do so
since we only have one observer in the
negotiation process. We feel that our
interests are not taken seriously into
account. Since 2003, Moldova has been
preparing for integration. We, however,
never received a penny.

Independent Centre of

- Your model should not only include

The CGE model includes certain

Analytical Research

economic indicators but also social

social variables such as wages (an

“New Age”

variables. Recommended usage of self-

price levels) and sectoral employment

assessment of poverty and socio-

(and required shifts in sectoral

economic wellbeing.

employment). In addition, we have
carried quantitative simulation
analysis based on household budget
survey data that allows for detailed
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Name of

Main comments / issues discussed

Ecorys-CASE response

association/federation
and contact person
analysis of distributional social impact
of the DCFTA., including impact on
several poverty indicators. We
recognise the informational value of
self-assessments of poverty and
socio-economic wel being, but do not
deem them appropriate for ex ante
impact assessment given the lack of
robust methodologies for assessing
future changes of such indicators.
Republican Environment

- On your study, it is hard for me to

Thank you for this information. As

and Natural Resources

comment since environmental data are

already mentioned before we cannot

Research Institute

only valid for Moldova and do not include

carry an independent assessment for

Transnistria. For example, the forestry

potential DCFTA effects in

data is only for Moldova. But I know that

Transnistria only. However, we refer

some varieties of trees are not logged,

to some points you make in the report.

while they should be. Forestry sector in

For instance we mention the issue of

Transnistria is generally in better state

small land plots in Moldova.

than in Moldova.
- Since your data only concerns Moldova,
which does not have much polluting
industries, there are hardly any CO2
emissions.
- The small plots of land that cannot be
united remain small. This leads to soil
degradation and other negative
consequences. In Transnistria, land is
property of the state and such
consequences could be overcome.
- According to the study the emission is
are going down, because some industries
will see output decrease. The sectors that
will increase, such as crops and sugar
industry, do not produce much emissions
and hence overall emissions should not
go up strongly.
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Table C. 5. Inputs from stakeholders received during the workshop in Chisinau (7 June 2012)
Name of

Main comments / issues discussed

ECORYS Response

EU High Level Policy

General statement - the study conclusions

In the environmental analysis we

Advise Mission to

are based on certain assumptions.

applied a combination of quantitative

Moldova,

Moldova would need to provide budgetary

and qualitative approaches.

resources in order to meet environmental

Quantification was only possible for

standards under discussions within

air emissions. Inputs from participants

DCFTA framework. There are intentions

– including on soil erosion – are much

to do so, but no domestic capacity. Also, it

welcome.

association/federation
and contact person

is questionable whether his would be
advantageous from an economic
perspective.
The statement received support from
several workshop participants. Questions
raised included why other effects related
to soil erosion and water have not been
taken into account?

Institute for Economic

Re-exports are important in Moldova and

Clarifications have been presented on

and Financial

in general quality of trade statistics is low.

the underlying trade data that are

Researches,

How has this issue been taken into

globally consistent trade flows

account in the study?

collected by GTAP (i.e. taking into
account mirror trade statistics).

CBC AXA,

To what extent have agricultural subsidies

Future reforms in Moldova or in CAP

have been taken into account? Have the

are not included in the model – its

perspectives of the future CAP been

purpose is to distinguishing between

included in the model? To which extent

future scenarios with and without the

the model relies on customs data? The

DCFTA. Agricultural production for

issue is that the reporting of value of

own purposes is taken into account

agricultural products is generally

thanks to the use of household budget

incomplete.

survey data in the social analysis. The
data for the CGE model are GTAP
data.

EU High Level Policy

To what extent have the results of the EU-

The EU-Ukraine DCFTA was the

Advise Mission to

Ukraine DCFTA negotiations been taken

basis for taking certain assumptions

Moldova,

into account?

on the likely shape of the future
agreement with Moldova.

EU High Level Policy

Please provide some clarification on the

This average comes from taking

Advise Mission to

assumed average of 15 % in the

specific assumptions at sector level –

Moldova,

liberalisation of services?

these are based on the EU agreement
with Ukraine and on additional
insights from the EC and are available
detail in the inception report.

CBC AXA,
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The insignificant (in % terms) changes in

We take into account both relative and

EU exports to Moldova could well very be

absolute changes in trade flows. The

significant for Moldova (imply large import

model by construction – does not

changes). Higher food safety standards

predict any employment changes.

may imply that domestic food processing

Overall positive economic effects

industry will suffer. What will be the

suggest a scope for employment
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Name of

Main comments / issues discussed

ECORYS Response

employment effects?

increase. Sectoral reallocation of

association/federation
and contact person

labour will be necessary.
EU High Level Policy

The report mentions that the DCFTA may

Cited the fragment of the report

Advise Mission to

have some positively effect on the

making it clear that ratification of

Moldova,

implementation of international

conventions per se does not

conventions related to environment. This

guarantee any real progress.

is rather unlikely and one should be

Implementation is a lengthy and costly

skeptical on real progress in

process. By maintaining the incentives

implementation.

for Moldova to be active in the area of
environmental conventions DCFTA
stands chances to help building
domestic capacity, know-how etc. to
gradually make progress in the area.

CBS AXA,

How can poverty and inequality increase

There are distributional effects that we

be reconciled with a rise in wages?

model using household survey data.
An average rise of wages is not in
contradiction with rising inequality
(and hence, e.g. relative poverty
increase) or even absolute poverty
effects if households close to a given
poverty line see their welfare lower
with a DCFTA than without it.

CreDO,

Fiscal revenues from customs tariffs will

This may indeed be a significant

decrease significantly.

effect, but from a fiscal perspective its
mostly the overall revenues that
matter not incomes from any given
source, e.g. although tariff revenues
could decrease income tax revenues
may increase.

CreDO,

In the analysis we did not see any

The sectoral effects predicted by the

reference to the ICT sector, fruit and

CGE model are based on baseline

vegetables sectors, and for the first time

data and assumed changes in trade

we see potential of MD on crops, air

barriers (and other model

services and road transport. How do you

characteristics). Any specific sectoral

explain this?

results obviously need to be treated
with caution (as in any modeling /
forecast exercise). In particular, we
plan sectoral case studies in the next
stage of the project that can look at
the effects in more detail. Also, any
inputs from stakeholders on this are
very much encouraged and welcome.

Institute for Economic

Why is projected growth rate effect so

This result (and indeed all results of

and Financial

modest ? Taking into account that

the study) are additional / incremental

Researches,

historically in the last years the growth of

effect of the DCFTA. It is not a

MD is about 5-6 %.

projection of Moldovan GDP growth in
any particular year but a difference
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Name of

Main comments / issues discussed

ECORYS Response

National Confederation

Did you take into account the employment

Yes, employment effects /

of Trade Unions of

effects on agriculture?

reallocations between sectors are

association/federation
and contact person

modelled including in several

Moldova (CNSM),

agricultural sectors. It’ll also be looked
at for the sectoral in-depth analysis of
the grains and crops sector.
Agricultural self-employment is taken
into account in social analysis (thanks
to the access to household survey
data).

ACSA NGO,

Did the study include an assessment of

There is a relation between price and

prices at which Moldovan goods would be

quality. The EU market is sensitive

sold on the EU market? Do you think that

for quality of goods. The DCFTA will

MD products will be competitive on the

help to limit current barriers to trade –

EU Market?

e.g. due to different SPS standards.
Then it’ll depend on producers and
consumers preferences and
approaches.

CBS AXA,

Moldova is affected by migration and

In principle, no, as it’d be very difficult

remittances. Has the model considered

to envisage specific changes in labour

these two elements – the volume of the

migration trends owing specifically to

remittances and the flows of emigrants?

the DCFTA. Other developments in
the EU and Moldova are most l kely
more important for shaping future
migration trends. Indirectly, macro
effects of the DCFTA that are
modelled by us may affect migrations
to some extent.

CreDO,

In which sector wine in included? What is

The full list of concordances between

included in communication, other

GTAP sectors and HS sectors can be

business and services? What utilities

found at the link 6

means?
CreDO,

About the disappearance of sensitive

As with any trade integration process

sectors. Imports will overcome exports

including globalisation processes that

with negative employment effects.

go ahead without much specific policy

Moldovan society will suffer.

action from Moldova or other actors
there will be sectoral reallocations and
these can be painful for certain groups
of the population. It is therefore
important to pay attention to
vulnerable and specific groups of
people that might be affected and
relevant measures to be taken in
advance. This is one of the purposes

6

https://www.gtap.agecon.purdue.edu/resources/res_display.asp?RecordID=1916
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
of the TSIA study.
CreDO,

According to the study the textile sector

There are several processes in

will gain due to DCFTA. Currently this

economies such as Moldova or

sector is already doing quite well. If look

Romania and globally, affecting the

back at Romania, the situation was the

competitiveness of certain sectors.

same as now in Moldova – textiles saw a

Labour costs are one important factor

boom due to cheap labour. Today,

and these change in line with country

Romania has a lot of problems in this

development. This is something that

sector. Will Moldova follow a similar path?

happens largely irrespectively of any
free trade agreements.

EU High Level Policy

The Government and the civil society,

Advise Mission to

have to you learn to say NO to EU, if MD

Moldova,

cannot afford to implement some EU

We have noted this point.

requirements. DCFTA is not the only
option for the country. Market economy is
not the only way to go. Free capital flows
can only have negative consequences for
Moldova.

CreDO,

Our results suggest negative impact on

It is not recommended to draw much

public services. Why it is so, especially its

conclusions on sectoral level for this

current poor performance? Is it a source

particular sector as in the CGE model

of concern?

it partly acts as a ‘residue’ sector.
Hence, we prefer not to interpret and
comment on this particular result. It is
not necessarily very robust.

Can sectors losing out due to DCFTA look

This may be a promising direction

eastward for a chance to expand?

irrespective of the DCFTA – this is
where global economic weights is
currently (gradually) shifting.

Institute for Economic

What is error margin of the model, taking

This is not an econometric model and

and Financial

into account the human factor, the data, in

hence it is not possible to present

Researches,

percentage?

precise info on error margins. As with
any exercise of this type the results
are uncertain and reality will be
different than what is projected. This
is also because the final shape of the
DCFTA will be different (in details)
from what we assume and because
Moldova will take measures to
maximise benefits and minimise
losses. This is one purpose of the
whole TSIA exercise. The model as
such tries to be as precise and as
realistic as possible.

CASE Moldova,
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How (if at all) can civil society impact

There is a range of ways in which this
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Name of

Main comments / issues discussed

ECORYS Response

DCFTA negotiations?

influence is possible and indeed very

association/federation
and contact person

much asked for. Our workshop (and
the whole TSIA study that allows for
several channels for civil society
inputs) is one option. The negotiation
process shall take into account the
civil society concerns.
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Table C. 6. Inputs from stakeholders received during the EESC, (Brussels, 4 July 2012)
Name of

Main comments / issues discussed

ECORYS Response

On the TSIA process in general;

Agree with comments made;

-

association/federation
and contact person

-

Ok.

conducted in parallel to the negotiations

It is important that TSIAs are

-

Yes this is also the emphasis of

so that they can feed into the process. If

the Interim technical Report, but will

that is the case, then it is useful for

be less so for the Final Report.

determining which follow-up measures are

-

Ok.

needed for proper implementation &
monitoring, and as starting point for
monitoring purposes.
-

The methodology should not over-

emphasize the methodological part in
order to keep it access ble for
stakeholders.
-

It is clear you have made progress in

assessing social and environmental
effects in this TSIA, but it remains difficult
to put figures to this.

How do you deal with things that are not

These issues are indeed not possible

taken into account in the model, like

to quantify in the model techniques

migration, qualification of people, illegal

used. Yet, they are addressed in the

work, etcetera?

qualitative parts, in the consultation
process, and in the in-depth analyses
in the Final Report for selected sector
/ horizontal issues.

The quantitative study is interesting –

It is indeed hard to assess those

thanks you for your work. It is a bit less

issues quantitatively; therefore we try

specific on environmental aspects as well

to address it qualitatively to the extent

as on issues of gender, female

possible. First of all, the analysis on

participation, vulnerable groups, informal

poverty is based on household survey

work, working conditions etcetera. How do

data to complement the CGE model

you expect those aspects to be impacted?

results based on trade data. This
provides more information on how
vulnerable groups might be affected
based also e.g. on informal income.
It should also be noted that the TSIA
only looks at the effects of the DCFTA
on MD/GE, while many of the issues
mentioned are much broader than
that. For example on migration, the
expected economic growth as a result
of the DCFTA might limit migration
somewhat (as it provides more
employment opportunities in MD), yet
we do not expect this effect to be
large since there are many other
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
factors driving the migration issue in
Moldova, which are beyond the
influence of the DCFTA.
If you have any additional information
/ data / input on the issues mentioned,
we are happy to receive it for the Final
Report.

Thanks for your good work. Regarding the

The CGE model is run with the GTAP

agricultural sectors (important for MD and

database, which is the most

GE), it is usually difficult to get reliable

comprehensive sector-level trade

data. What sources did you use?

database existent, based on mirror
images. The poverty analysis is based
on household surveys. If you have
any additional data, e.g. on the
informal sector in GE / MD, then
please provide them to us for the Final
Report.

You have presented the main issues

Yes, corruption has been discussed,

discussed at the workshop. I did not hear

although not very extensively and

corruption as one of the subjects. Has this

mainly as a fact given. It was not seen

been discussed? Also I did not hear the

as an issue that is a core issue

learning aspect, connected to

relevant for the DCFTA. Yet, the

employment. Especially in MD there are

potential of corruption as inhibiting

many broken families because of parents

factor for materialisation of (positive)

emigrating, which is a problem.

impacts has been pointed out.
The relocation of labour across
sectors and how to facilitate such
labour displacement, and avoid
negative impacts on vulnerable
groups, has also been discussed.

You have explained that there will be

The relocation across sectors can be

relocation among sectors (some will grow,

caused by both push and pull factors

some decline). This can be an issue

– push factors imply that a sector in

especially in agricultural sectors. Also,

decline is shedding workers, whereas

changes in agricultural sector can also

pull factors imply that growing sectors

induce urbanisation.

become more attractive and provide
opportunities which attracts workers.
Research has shown that relocation in
the context of FTA’s is mostly
accountable to pull factors.
It is indeed true that for some sectors
(incl. agricultural), relocation can be
difficult in the short term. This needs
to be taken into account, in any FTA
context.
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Name of

Main comments / issues discussed

ECORYS Response

How many years does the Long run refer

The long run is the time needed for

to?

capital to reallocate; how long this

association/federation
and contact person

takes depends on the economy and
on the specific sector. In the short run,
capital is fixed, whereas in the long
run, capital is allowed to be
reallocated in growing sectors (more
attractive from an investment
perspective). So, the short run
represent immediate effects, say 1
year, and the long run represents the
time needed for the effects to work
through entirely (for example 5 to 10
years, although it is as said not
possible to put a number to this).
The low level of implementation of labour

Yes, we are aware of this issue of

standards and a race to the bottom is a

standards and this is taken on board

large risk for this DCFTA. In GE there is

in the analysis (flagged as a risk) and

not even a mechanism to monitor &

in the policy recommendations. The

enforce. Similarly, there is no real culture

TSIA does focus however on the part

of social dialogue, so the role in that area

of this issue that is within the scope of

for the EESC, TSIA team and EC is vital.

the DCFTA, whereas this is to a large
extent also an issue that is the
responsibility of the domestic
authorities.
Indeed, we also see dialogue as
important. Involvement of
stakeholders in the local workshops
has been very active.

It would be good to also include

Yes, this will be done in the Final

recommendations.

Report.

Are there any TRQs modelled for the

The final version of the ITR contain

sugar sector in Moldova?

two varieties of sector-level results –
one without any binding TRQs (as in
the draft ITR) and one where a TRQ
of 100% is modelled for the sugar
sector, which is deemed more realistic
provided the sugar market context
also in the rest of the world. These
results have been presented today
and will also be in the final report.
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SPS is of major importance in the context

SPS is a selected horizontal issue for

of this DCFTA. There can not be a

in-depth analysis in the Final report for

compromise on food safety. Accession of

Moldova. So this will also include

GE and MD is not an issue at this point,

(quality of) border controls and

yet the issue with this DCFTA regards the

customs procedures. Your further

external borders of the EU. Previous

input for and comments on this
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Main comments / issues discussed

ECORYS Response

diseases in the EU have entered via the

chapter is welcome.

association/federation
and contact person

back door as well, so this should be
addressed. The issue of re-exports is
important as well in this context. Is this
being looked at?
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Interviews carried in support of sectoral analysis

Company Name

Contact Person

Region

Sector

Chisinau

SPS

Chisinau

SPS

Cahul

SPS

Chisinau

cereals

ACXA”

Chisinau

cereals

Ministry of Agriculture

Chisinau

cereals

Ministry of Agriculture

Chisinau

SPS

Moscovei Farm Associations

Cahul

cereals

Chamber of Licensing

Chisinau

cereals

Broker Agency

Chisinau

SPS

USAID Competitivness

Chisinau

Textiles

Chisinau

Textiles

Chisinau

Textiles

Chisinau

Textiles

EU High Level Policy advice

Position

mission to Moldova
UNDP Project on Developing
Fresh Fruits and Vegetables
Sector
Chamber of Commerce and
Industry
Centre for Development and
Management”

Enhancement and Enteprise
Development
USAID Competitivness
Enhancement and Enteprise
Development
USAID Competitivness
Enhancement and Enteprise
Development
Association of Producers from
Light Industry
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Summarised input from the web-based survey, response between March and July 2012
Main points distilled from an on-line survey are the following:
•

The DCFTA is generally seen as providing a chance for some improvement in most human
rights issues, such as discrimination against persons with disabilities, human trafficking, and
unhealthy or unfavourable working conditions or at least unlikely to worsen the current situation.

•

The impact on workers’ rights is also typically seen as positive or neutral.

•

There appears to be quite broad optimism on net effect of the DCFTA on job creation.

•

With a social protection area (where the current situation is assessed quite negatively ) the
DCFTA is seen as having a potential to promote decent conditions of work, including wages,
working time and occupational safety and health as well as extending the coverage and
effectiveness of social security schemes.

•

The DCFTA is also seen as likely to have some positive impact on social dialogue as well as –
to a more limited degree – on gender equality at work.

•

With respect to environment-related issues, voices expecting a positive DCFTA impact also
dominate, although there are also opinions that it can have a quite negative impact on air
pollution, soil degradation, water pollution, and biodiversity.

•

The DCFTA is also seen by most respondents as having a positive effect on implementation of
international environmental agreements and in this way contributing to solving some of
Moldova’s environmental challenges.
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ANNEX D: TSIA EU-Moldova (Chisinau)
Workshop – Minutes

Please note that the contents of these minutes have not been approved by the European
Commission. The reporting of the day is therefore the sole responsibility of the consultants.

Date:

07 June 2012

Location:

Jazz Hotel Conference Room (Saxophone) Chisinau, Moldova

ECORYS:
CASE:
EC Delegation Moldova:
List of workshop participants:
Surname

Organisation

Agrarian State University of Moldova
EU HLPAM, Ministry of environment
Enterprise Association of Meat Processing Industry
State Chancellery
Commercial Cooperative University of Moldova
National Center for Environmental
Academy of Economic Studies of Moldova
Center for Financial and Budgetary Analysis
Commercial Cooperative University of Moldova
Public Association “Expert- Grup”, Independent
think-tank
National Confederation of Trade Unions of Moldova
(CNSM)
AUP
Chamber of Commerce Moldova – Italia
CBS AXA
UNDP Moldova
EU HLPAM, Ministry of Economy
Transparency International
Foundation CASE Moldova
ACAP
NGO "BIOS"
Ecological Society BIOTICA
Milieukontakt International programm
Foundation CASE Moldova
National Agency for Rural Development (ACSA)
Center for Strategic Studies and Reforms
National Institute for Economics and Statistics
Independent Economist
Profit magazine
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Resource Centre for Moldovan NGOs for HR
CBS-AXA
CBS-AXA
Institute for Development and Social Initiatives
„Viitorul”

Trade Sustainability Impact Assessment –
Expected impacts of the EU - Moldova DCFTA
Workshop Agenda
Time: 7 June 2012, 9:00AM – 5:30PM
Venue: Jazz Hotel, Conference Hall Saxophone
72, Vlaicu Pircalab str., Chisinau, Moldova, MD-2012
Time

Programme

08.30-9.00

Registration and coffee

9.00 – 9.15

Opening address by the EC Delegation representative

9.15 - 10.00

Background of the DCFTA and Trade SIA
Ecorys/CASE presentation on Methodology, application of methodology, analysis of
results, expected input of civil society [25 min]
Discussion [20 min]

10.00-10.30

Tea/Coffee break and Q&A session for media

10.30-11.30

Main preliminary findings of the study: overall impacts at macro level

Block 1

Ecorys/CASE presentation on economic, social, human rights and environmental [25
min]
Discussion [35 min]

11.30-12.30

Main preliminary findings of the study: sector level

Block 2

Ecorys/CASE presentation on sectoral impacts and selection of sectors for in-depth
analysis based on impacts [20 min]
Discussion [40 min]

12.30-13.30

Lunch

13.30-14.30

In-depth: social and human rights impacts of the DCFTA

on human rights issues [10 min]

Block 3

and

on social issues [20 min]

Ecorys/CASE brief presentation on key social and human rights results [5 min]
Discussion [25 min]
14.30-15.30

In-depth: economic impacts of the DCFTA

on economic theme [15 min]

Block 4

Ecorys/CASE brief presentation on key economic results [5 min]
Discussion [40 min]
15.30-16.00

Tea/Coffee

16.00-17.00

In-depth: environmental impacts of the DCFTA

on environmental issues [10 min]

Block 5

Ecorys/CASE brief presentation on key environmental results [5 min]
Discussion [45 min]
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Other issues

17.15

Closing remarks and closure of the TSIA workshop
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(CASE Moldova) and

(Ecorys) introduced the TSIA team, explained the

scope and purpose of the workshop, and thanked all participants for their interest and participation.
The Head of Political and Economic Section, Delegation of the European Union to Moldova
Wolfgang Behrendt provided the participants with context and background information of the
DCFTA and status and perspectives of negotiations. He underlined the EC efforts to advance the
negotiations and the importance of the earlier key recommendations of the EC. He also mentioned
that there is a lot of potential of Moldova to export to EU and noted that duty free quotas for wine
were not used last year. It was mentioned that DCFTA will be part of the Association Agreement
and the target date for concluding the negotiations is the summer of 2013.

1.1

Background of the DCFTA and Trade SIA
Presentation of Ecorys-Case on methodology, application of methodology, analysis of results, and
expected input of civil society (See PowerPoint).
A round of self-introduction by all workshop participants followed.
Discussion:
Q: General statement - the study conclusions are based on certain assumptions. Moldova would
need to provide budgetary resources in order to meet environmental standards under discussions
within DCFTA framework. There are intentions to do so, but no domestic capacity. Also, it is
questionable whether his would be advantageous from an economic perspective.
The statement received support from several workshop participants. Questions raised included why
other effects related to soil erosion and water have not been taken into account?
A: In the environmental analysis we applied a combination of quantitative and qualitative
approaches. Quantification was only possible for air emissions. Inputs from participants – including
on soil erosion – are much welcome.
Q: Re-exports are important in Moldova and in general quality of trade statistics is low. How has
this issue been taken into account in the study?
A: Clarifications have been presented on the underlying trade data that are globally consistent trade
flows collected by GTAP (i.e. taking into account mirror trade statistics).
Q: On agriculture: To what extent have agricultural subsidies have been taken into account? Have
the perspectives of the future CAP been included in the model? To which extent the model relies on
customs data? The issue is that the reporting of value of agricultural products is generally
incomplete.
A: Future reforms in Moldova or in CAP are not included in the model – its purpose is to
distinguishing between future scenarios with and without the DCFTA. Agricultural production for
own purposes is taken into account thanks to the use of household budget survey data in the social
analysis. The data for the CGE model are GTAP data.
Q: To what extent have the results of the EU-Ukraine DCFTA negotiations been taken into
account?
A: The EU-Ukraine DCFTA was the basis for taking certain assumptions on the likely shape of the
future agreement with Moldova.
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Q: Please provide some clarification on the assumed average of 15 % in the liberalisation of
services?
A: This average comes from taking specific assumptions at sector level – these are based on the
EU agreement with Ukraine and on additional insights from the EC and are available detail in the
inception report.
Q: What does short and long run mean? How many years that can be?
A: In the long run, we allow capital (and labour) reallocate between sectors. Hence, it is impossible
to indicate a specific number of years on when this could materialise. It depends on the Moldovan
economy – how fast it can undergo structural changes.

Main preliminary findings of the study: overall impacts at macro level
Presentation on economic, social, human rights and environmental impacts at macro level (See
PowerPoint presentation).
Discussion:
The following questions for clarification during the presentation have been raised:
Q: Statement: the insignificant (in % terms) changes in EU exports to Moldova could well very be
significant for Moldova (imply large import changes). Higher food safety standards may imply that
domestic food processing industry will suffer. What will be the employment effects?
A: We take into account both relative and absolute changes in trade flows. The model by
construction – does not predict any employment changes. Overall positive economic effects
suggest a scope for employment increase. Sectoral reallocation of labour will be necessary.
Q: The report mentions that the DCFTA may have some positively effect on the implementation of
international conventions related to environment. This is rather unlikely and one should be skeptical
on real progress in implementation.
A: Cited the fragment of the report making it clear that ratification of conventions per se does not
guarantee any real progress. Implementation is a lengthy and costly process. By maintaining the
incentives for Moldova to be active in the area of environmental conventions DCFTA stands
chances to help building domestic capacity, know-how etc. to gradually make progress in the area.
Q: How can poverty and inequality increase be reconciled with a rise in wages?
A: There are distributional effects that we model using household survey data. An average rise of
wages is not in contradiction with rising inequality (and hence, e.g. relative poverty increase) or
even absolute poverty effects if households close to a given poverty line see their welfare lower
with a DCFTA than without it.
Q: Comment: fiscal revenues from customs tariffs will decrease significantly.
A: This may indeed be a significant effect, but from a fiscal perspective its mostly the overall
revenues that matter not incomes from any given source, e.g. although tariff revenues could
decrease income tax revenues may increase.
Q: Credo: In the analysis we did not see any reference to the ICT sector, fruit and vegetables
sectors, and for the first time we see potential of MD on crops, air services and road transport. How
do you explain this?
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A: The sectoral effects predicted by the CGE model are based on baseline data and assumed
changes in trade barriers (and other model characteristics). Any specific sectoral results obviously
need to be treated with caution (as in any modeling / forecast exercise). In particular, we plan
sectoral case studies in the next stage of the project that can look at the effects in more detail. Also,
any inputs from stakeholders on this are very much encouraged and welcome.
Q: Why is projected growth rate effect so modest ? Taking into account that historically in the last
years the growth of MD is about 5-6 %.
A: This result (and indeed all results of the study) are additional / incremental effect of the DCFTA.
It is not a projection of Moldovan GDP growth in any particular year but a difference between two
hypothetical paths – with and without DCFTA.
Qs: With exemptions of the cases where Moldova has success, do you think in Moldova some
reallocations from services to production and industry might take place?
As: most of the services sector will increase, and an increase in some industry sectors can occur,
however, structural adjustment (reallocation of capital and labour) will need to take place and SPS
implementation will also need to be taken into account, with its effect on agricultural production.
Q: To which extent does the model capture investment in the infrastructure.
A: infrastructure is not included in the model, but the model indirectly incorporates current status of
infrastructure, which is reflected e.g. in the price structure and other economic variables.
Qs: How do you look at the economy of Moldova in the model: is it perfect competition or imperfect
competition?
As: The model includes imperfect competition, depending on the sectors.

Main preliminary findings of the study: sector level
Presentation on sectoral impacts and selection of sectors for in-depth analysis based on impacts
(See PowerPoint presentation)
The following are questions for clarification during the presentation.
Discussion:
Q: Several assumptions on environment have been mentioned. Did you include in the model the
current status of performance and the implementation of the environmental conventions in
Moldova?
A: The CGE model does not include an extended environmental analysis. Additional quantification
of air emission channels uses actual data pertaining to Moldova and in this sense it captures the
current environmental performance of the country.
Q: On environmental issues: the DCFTA will channel agriculture and it will become more intensive,
the chemicals will be used more, etc. At the same time it could be the case that the demand for eco
products will be higher. Do you see any relation between these two elements? Moldova would like
promote the production of ecological products - we have potential and this might be an incentive
for protection of the environment.
A: Yes, eco products could be an area where Moldova could develop its potential.
Qs: On selection of the sectors: you have selected the sectors that perform well, and it is more
recommended to choose those more sensitive, especially from agriculture area. For instance
tomatoes growing could completely disappear as a result of the DCFTA.
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A: The sector selection was based on a several criteria as explained in detail in the report. Also, we
focus for more aggregated sectors (than tomatoes growing) for practical reasons.
Q: Did you take into account the employment effects on agriculture?
A: Yes, employment effects / reallocations between sectors are modelled including in several
agricultural sectors. It’ll also be looked at for the sectoral in-depth analysis of the grains and crops
sector. Agricultural self-employment is taken into account in social analysis (thanks to the access to
household survey data).
Q: Did the study include an assessment of prices at which Moldovan goods would be sold on the
EU market? Do you think that MD products will be competitive on the EU Market?
A: There is a relation between price and quality. The EU market is sensitive for quality of goods.
The DCFTA will help to limit current barriers to trade – e.g. due to different SPS standards. Then it’ll
depend on producers and consumers preferences and approaches.
Q: Moldova is affected by migration and remittances. Has the model considered these two
elements – the volume of the remittances and the flows of emigrants?
A: In principle, no, as it’d be very difficult to envisage specific changes in labour migration trends
owing specifically to the DCFTA. Other developments in the EU and Moldova are most likely more
important for shaping future migration trends. Indirectly, macro effects of the DCFTA that are
modelled by us may affect migrations to some extent.
Q: In which sector wine in included? What is included in communication, other business and
services? What utilities means?
A: The full list of concordances between GTAP sectors and HS sectors can be found at
https://www.gtap.agecon.purdue.edu/resources/res display.asp?RecordID=1916
Q: About the disappearance of sensitive sectors. Imports will overcome exports with negative
employment effects. Moldovan society will suffer.
A: As with any trade integration process including globalisation processes that go ahead without
much specific policy action from Moldova or other actors there will be sectoral reallocations and
these can be painful for certain groups of the population. It is therefore important to pay attention to
vulnerable and specific groups of people that might be affected and relevant measures to be taken
in advance. This is one of the purposes of the TSIA study.
Q: According to the study the textile sector will gain due to DCFTA. Currently this sector is already
doing quite well. If look back at Romania, the situation was the same as now in Moldova – textiles
saw a boom due to cheap labour. Today, Romania has a lot of problems in this sector. Will Moldova
follow a similar path?
A: There are several processes in economies such as Moldova or Romania and globally, affecting
the competitiveness of certain sectors. Labour costs are one important factor and these change in
line with country development. This is something that happens largely irrespectively of any free
trade agreements.
Q: Gobservation: The Government and the civil society, have to you learn to say NO to EU, if MD
cannot afford to implement some EU requirements. DCFTA is not the only option for the country.
Market economy is not the only way to go. Free capital flows can only have negative consequences
for Moldova.
Q: Our results suggest negative impact on public services. Why it is so, especially its current poor
performance? Is it a source of concern?
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A: It is not recommended to draw much conclusions on sectoral level for this particular sector as in
the CGE model it partly acts as a ‘residue’ sector. Hence, we prefer not to interpret and comment
on this particular result. It is not necessarily very robust.
Q: Can sectors losing out due to DCFTA look eastward for a chance to expand??
A: This may be a promising direction irrespective of the DCFTA – this is where global economic
weights is currently (gradually) shifting.
Q: what is error margin of the model, taking into account the human factor, the data, in percentage?
A: This is not an econometric model and hence it is not possible to present precise info on error
margins. As with any exercise of this type the results are uncertain and reality will be different than
what is projected. This is also because the final shape of the DCFTA will be different (in details)
from what we assume and because Moldova will take measures to maximise benefits and minimise
losses. This is one purpose of the whole TSIA exercise. The model as such tries to be as precise
and as realistic as possible.
Q: How (if at all) can civil society impact DCFTA negotiations?
A: There is a range of ways in which this influence is possible and indeed very much asked for. Our
workshop (and the whole TSIA study that allows for several channels for civil society inputs) is one
option. The negotiation process shall take into account the civil society concerns.

In-depth: economic impacts of the DCFTA. Reflections of the Moldova stakeholders
Presentation on reflection on economic impact of DCFTA by Viorel Ghivriga (IDIS Viitorul)and
subsequent discussion
Remarks:
- Trade exchanges between Moldova and EU have increased sharply – about 4 times for the
latest few years, except the crisis year 2009; EU became the main trade partner of Moldova.
Moldova already sends about 50% of its exports to EU. Most of the products will be resistant
to competitive EU market due to the GSP+ and currently ATP trade regimes;
- However the fruits and vegetables, food products, alcoholic beverages and vinegars and
tobacco might win as a result of abolishment of Quotas, of NTBs due to the DCFTA;
especially those traded currently under TRQs ( wine, corn, wheat, sugar and other cereals)
- The most sensitive to DCFTA in the short run will be food products, because the EU imports
are also very competitive in terms of quality and prices. But the imports to Moldova will not
rise very sharply, because they are already present in the country and their consumption is
already very high. In the long run, local products are expected to adjust to the new
requirements of the market and hopefully the quality and prices will reflect the demands.
- Experience of Poland, Hungary in negotiations shall be taken into account (especially in the
agriculture and financial sector). A study on this from April 2011 is publicly available. Attention
to the re-export, it’s false that Moldova’s future is in re-exporting. Problems will be on IPR, on
competition, on labour force.
- The informal economy is very significant in Moldova.
- To avoid negative impacts of the DCFTA Moldova needs to implement as soon as possible
the SPS requirements for meat products. Lack of meat exports to EU market from
Moldova represent a lost opportunity , but also the lack of chances to attract investments
in the sector. The stagnation of the sector may lead to its disappearance.
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- Moldova needs to negotiate safeguards measures for a range of products, e.g. food products,
alcoholic beverages, vinegars and tobacco within the limits of the WTO agreements.
- A big constrain for Moldova’s trade are the customs procedures which are complex and
difficult. It is necessary to eliminate all current practices, of these complex procedures to
export, otherwise the impact of the DCFTA will not be the one expected and the gains can be
lost.
- A better economic integration can offer the openness of Moldova economy to EU investors,
increase the access to information and privatization of EU investors, their participation in
common economic platform and other type of cooperation;
- Reforms planed within DCFTA framework shall be a must and creation of friendly business
environment , as well as promotion of positive image of Moldova shall become a key priority
for the nearest future.

In-depth: social and human rights impact of the DCFTA
Presentation of

(CreDO ) on human rights

• The study does not asses the corruption and the quality of public services.
• The gains from DCFTA will not be ‘fairly’ distributed.
• There are areas in which DCFTA can bring gains: cooperation with civil society is one such
area.
• The cooperation between the authorities and civil society is very weak. The latter is aware
of draft policies, draft laws, but does not know much about the DCFTA agreement. Little
information on the possibility for strengthening the process of consultations.
• Some aspects of the DCFTA have been highlighted recently, like the employees’ rights and
trade unions concerns, set by the Art.7 of the Non-discrimination Law.
• The key factor in terms of employment trends might remain the qualification and skills and
no other conditions.
• There might be pressure from employers to improve labour conditions, because the
structural changes will affect many sectors and the labour market may need to undergo
several changes.
• The direct effect on economic and social rights is the poverty phenomenon, poverty and
inequality, the indirect effects relevant from HR perspective will lower corruption and improved
quality of public services.
Presentation by

(

)

• Employment, wage levels and price levels are key issues from the perspective of
economic wellbeing of Moldovan society. Social development is very important and
there are several challenges for Moldova in this sphere.
• Labour market is small, nerveless the citizens have the right for a better life, better living
standards. It is very important, before the DCFTA negotiation on the content start, to
have a clear picture what will happened in the labour market, in order to prevent
certain outcomes;
• The labour force has been declining for the last few years, and the rate of
unemployment has been rising;
• Only 10% of high education graduates are able to find a job on the local market after
they finish the universities.
• The level of wages, is the lowest in the wider region. The average salaries are more or
less acceptable, in many different sectors the level of wages, are much lower. 1300
lei = 70% from the minimum of subsistence. The level of minimum salary (in the
production sector) does not cover the minimum subsistence accounted for Moldova.
Public sector minimum wage is only 700 lei.
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• Prices for utilities have been on the rise, and these increases were much higher than
rises in salaries.
• Wages: 30% is working with a salary of less than 100 Euro, which is very low, and we
are working on the Law on minimum of the subsistence, but there is a lot of problems
to promote, because the level of the poverty is very high and informal employment
will rise if no consensus is reached.
• Remittances contribute significantly to household budgets, but much less remittances
are forecasted that will affect a lot the level of the poverty and social affects will turn
much more to the negative side
• There is a high inequality in Moldovan’ society and 80% of the population hold only 15%
of the country’s goods. That's why inequality is a very sensitive issue that needs to be
looked at more deeply.
• Non-competitive sectors, which currently deploy a large part of the labour force, and
requalification and specialisation according the labour market request should be one
of the key aspects of the negotiators.
• In this context – it is required that conclusions made by the TSIA team to be publicised
widely, so people should be aware about the expectations. Short run effects for us
are very important. It is also very important that prices do not increase further.
• Trade unions should be engaged in DCFTA negotiations.
Discussions:
Q: Do trade unions participate in the negotiation process?
A: No, we have been informed about the launching of the negotiations, but not involved in the
process.
Presentation and discussion on social impacts •

, CBS-AXA Moldova.

Presented results of several opinion polls. The support for hypothetical EU accession by
Moldovans (how they’d vote in a referendum): the trend show a steady but continuous
decline in support. 15 % of Moldovans are ready to leave the country forever, 42% will go
for a short period, for work, another 40 % will not leave and the rest does not know what
to do.

•

Labour migrants typically work below their qualifications, except those in the construction
sector. So Moldova loose its educated and skilled workforce and these people perform
low-skilled jobs abroad. For people in the agri sector labour migration abroad is a(n only)
way of adjusting to sectoral changes.

•

Challenges for DCFTA negotiations shall be the signing of bilateral agreements with EU
countries for protection of labour force and increase the rate of regular labour migration.
The recognition of qualification is an issue to be negotiated with EU, requalification of
returned migrants, the transfer of technology by migrants.

•

When talking about poverty, the self-assessment of poverty is much higher than the

•

In Moldova there is positive correlation between the poverty rate and the volume of

estimation of poverty rates based on typical poverty lines;
exports. This is not the case for the relation between prices and volume of imports.
Surprisingly the increase in the volume of imports does not lead to a decrease of prices,
because of the controlled market ( monopoly and oligopoly in different sectors ), the extra
offer of the foreign currency due to permanent inflows of remittances, and NBM and its
stimulation policies were not always supportive for exports.

Q: the main report prepared for the Rio Conference says that poverty rate has diminished, but the
perception of the population is opposite .
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Q: Statement: at the end of today, we now doubt for the opportunities related to the DCFTA
agreement. We should be more optimistic. The civil society is not ready to accept the DCFTA at this
moment and the data and effects presented are very dangerous for Moldovan society. It is
important that the business sector become more involved in DCFTA process.

In-depth: environmental impact of the DCFTA
Presentation by

(ECoContact) and subsequent discussion

•

Current situation in the environmental sphere is somewhat better than presented in the

•

Sustainable development concept is not well understood in Moldova.

•

Moldova is gradually improving its legal framework in the area of environment.

•

Environmental issues are in general not a priority for public administration.

draft report.

•

Society is oriented towards consumption.

•

Main issues are:
o Quality of water (also underground)
o Quality of soil, degraded land, also chemical pollutions (incl from Soviet period)
o Obsolete waste management system.

•

Air quality situation is better.

•

There are also vulnerabilities to natural disasters (droughts, floods) – no capacity to limit
damage.

•

Moldova is vulnerable to climate changes.

•

All this will limit environmental gains from DCFTA.
o DCFTA-related changes in agriculture will exert pressure on water resources and
on soil quality (obsolete technology / chemicals will be used)
o There will be a pressure for more use of GM products
o Also there will be stronger pressure on biodiversity
o On the other hand, the draft report exaggerates negative trends in forestry
o Handling of bio waste is a serious challenge
o In industry – no closed water systems imply higher pressure on water resources
o Some further indirect effects are worth mentioning: e.g. new roads will need to be
built using some resources and leading to additional waste generation

•

What can Moldova undertake?
o Should be careful in agreeing to specific targets as a lot of money would be
needed to achieve them (e.g. EUR 80 million for solving some water quality
issues).
o Handling of land / soil will need to be improved.
o Organic farming can be one way to try – certification system for this would need to
be developed and implemented.
o Requirements need to be realistic.
o Prioritisation is important.

Discussion:
•

The draft report calculations appear realistic / reasonable.

•

Some monitoring obligations included in the current draft of the DCFTA are reasonable but

•

Where does environmental legislation come from? Nobody applies existing laws and it is

there is no capacity for implementation.
not a matter of technology.
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•

There is no capital available to farmers (and this needs to be taken into account).

•

Salt content in the soil is an issue.

•

Calculating and considering costs and benefits is important for any discussion of
environmental effects of the DCFTA.

•

Q: what key risks and opportunities related to the DCFTA do you see?

•

DCFTA could be an opportunity to build environmental expertise in the country; but this will

•

Another opportunity DCFTA could also bring is that firms will bring new cleaner

•

There is no risk with more organic waste.

•

Biomass development could be a chance.

•

There will be no soil degradation.

•

Sectoral effects can be important – e.g. in chemicals, where some substances are

not be easy; if one looks at Romania today one sees that it’s still weak there
technologies that will gradually disperse; but this will take time.

imported. Learning how to use chemicals is key.
•

It is an open question whether DCFTA can help Moldova implement already ratified
international environmental agreements.

•

There is a few companies in Moldova interested in clean technologies.

•

There is rather little interest in such matter on the side of population at large.

Closure
The workshop was closed by

(ECORYS) and

(CASE Moldova). Further

information and inputs at www.tsia.ecorys.com/moldova or e-mail to tsiamodlova@ecorys.com
are welcomed.
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18.

Resources Research Institute
19.

SUE «Transnistrian Forest»
NP «Mediator», Bureau of Political Studies

20.

and IT
21.

Transnistrian Ministry of Foreign Affairs

Abbreviations: OJSC – Open Joint-stock Company; CJSC – Closed Joint-stock Company; UE –
Unitary Enterprise; SUE – State Unitary Enterprise

Trade Sustainability Impact Assessment –
Expected impacts of the EU - Moldova DCFTA
Workshop Agenda
Time: 5 June 2012, 9AM – 5PM
Venue: Chamber of Commerce and Industry
Conference Hall, floor 3
48, Lenin Str., Tiraspol
Time

Programme

08.30-9.00

Registration and coffee

9.00 – 9.15

Opening address

9.15 - 10.00

Background of DCFTA and Trade SIA
Ecorys/CASE presentation on Methodology, application of methodology, analysis of
results, expected input of civil society [25 min]
Discussion [20 min]

10.00-10.30

Tea/Coffee break and Q&A session for media

10.30-11.30

Main preliminary findings of the study: overall impacts at macro level

Block 1

Ecorys/CASE presentation on economic, social, human rights and environmental [25
min]
Discussion [35 min]

11.30-12.30

Main preliminary findings of the study: sector level

Block 2

Ecorys/CASE presentation on sectoral impacts and selection of sectors for in-depth
analysis based on impacts [20 min]
Discussion [40 min]

12.30-13.30

Lunch

13.30-14.30

In-depth: economic impacts of the DCFTA

. and

Block 3

on economic theme [20 min]

Ecorys/CASE brief presentation on key economic results [5 min]
Discussion [35 min]
14.30-15.30

In-depth: social and human rights impacts of the DCFTA

. and

Block 4

[20 min]

Ecorys/CASE brief presentation on key social and human rights results [5 min]
Discussion [35 min]
15.30-16.00

Tea/Coffee

16.00-17.00

In-depth: environmental impacts of the DCFTA

Block 5

. on environmental issues [10 min]
Ecorys/CASE brief presentation on key environmental results [5 min]
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Discussion [45 min]
17.00-17.15

Other issues

17.15

Closing remarks and closure of the TSIA workshop

1) Introduction
Opening remarks by

,

(CASE Moldova) and

, followed by
(Ecorys), who introduced the TSIA team,

explained the scope and purpose of the workshop, and thanked all participants for their
interest and participation. A round of self-introduction by all workshop participants followed.
2) Background of the DCFTA and Trade SIA
Presentation of Ecorys-Case on methodology, application of methodology, analysis of results,
and expected input of civil society (See PowerPoint).
Questions and feedback
• Q: Any methodology has an error margin. What is the specific error margin in your model?
o A: The technical details of the model are available in the Annex. Assumptions on
liberalisation per sector are important. Modeling into the future always comes with
several uncertainties. This is not an econometric model, hence not possible to be
precise about error margins.
• Q: What is the baseline year? How do you project through the crisis years? If you do, the
projections are likely to be inaccurate.
Moreover, do you treat Transnistria and Moldova separately? Do you have separate
statistics for both?
What are the dynamics of your comparison with the baseline?
o A: We have adjusted the 2007 figures to 2010 values and the project the results
from the baseline 2010 values. Thus, we take the years through the crisis into
account already in the baseline. We always aim to be realistic, but recognise that
the projections through the crisis might contain some flaws. That is why we
complement the quantitative analysis with qualitative insights in the second
phase of the study.
o A: We have (partly) included Transnistria in the quantitative modeling, since the
data recognise the region as part of Moldova – in particular trade flows reported
by Moldova’s partner countries (EU in particular) to a certain extent include trade
flows originating in Transnistria. So some Transnistrian trade is included in GTAP
database. But we understand that there are statistical flaws in these data and we
would therefore like to here your inputs on this.
o A: The results that we present are a comparison of the changes with respect to the
baseline values. Hence the results show the additional contribution of DCFTA to
the changes that were projected to happen in the baseline scenario.
• Q: In exports of Moldova, we do not see metal, electric equipment, machinery and energy.
Are these sectors included or not in the export of Moldova, or in the import of the EU?
And where are the separate results for Transnistria?
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o A: We have included 37 sectors of the GTAP database in our model, which are
listed in the Annex. The GTAP database has the share of sectors into the total
export of Moldova in the model. The GTAP is a mirror collection of data, which
means that trade data are reported by importers as well. That’s why trade
statistics should include Transnistria as well. However, the data might be limited if
the exports or the company is not registered officially.
• Q: What groups of products are included in the sensitive goods?
o

A: These are mostly agricultural products, with specific TRQs in place. Think of
grains, wine etc.

- Coffee Break –
3) Presentation overall impacts at macroeconomic level
Presentation on economic, social, human rights and environmental impacts at macro level
(See PowerPoint presentation).
Discussion (Q&A)
• Q: What is the short run and what long run? How many years is it?
o A: Short run are the immediate effects. The long run in the model is distinguished
by the fact that capital is mobile between sectors. That means the time for an
economy to adjust and to reallocate capital and investment to competitive sectors
of the economy. How many years this may take depends on the Transnistrian /
Moldovan economy.
• Q: We know that Moldova is planning to open the market in 5-7 years, depending on sectors.
Does this mean that Moldova will be ready to adjust its sectors in 7 years time? Would this
time period be the error margin of the model?
o A: No, this is not the error margin. We cannot attach years to the adjustment
process, that depends on the rate of adjustment. We are also not part of the
negotiations, hence cannot comment on specific negotiation positions of both
sides.
• Q: Question on the overall social impacts. What are households in your model, how they are
defined?
o A: The household budget survey data on which the quantitative analysis of social
effects is based does not include households living in the territory of Transnistria
(such data are simply not existent). However, results might be valid for
Transnistria, because it is possible that typical characteristics of households living
in the Transnistrian territory and elsewhere in Moldova can be similar.
Gains are not equally distributed among population, effects on poverty rates are
explained again (extreme poverty, national poverty, equality). Other qualitative
effects have been mentioned including promotion of equality, promotion of
international convention, and the risks – that workers will lose their traditional jobs
and will need to move to other sectors - and these might be difficult for certain
groups of people.
• Q: How did you estimate the loss in output of the EU and Moldova at sectoral level? What do
you mean by these statements? And why do you take negative export values for meat?
o A: We conduct an independent analysis based on CGE model and we look at
scenarios that might be a realistic outcome of DCFTA negotiations. We also take
the relative strength of the economies into account. We also do not assume
negative export values for meat. We model 37 sectors and take baseline values
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for their initial exports. The negative values in the tables are only the changes
after implementation of the DCFTA (i.e. a difference between DCFTA scenario
and baseline scenario that is identical apart from lack of DCFTA).
• Q: There is an intention in Transnistria to sign an FTA with CIS countries. In case one of the
CIS countries signs another FTA, the other CSIs country may apply protection measures,
e.g. on the meat sector. This means we could lose both markets.
o A: These are exactly the issues that we are interested in. Any information from
your side on these potential FTAs would be very welcome. These are not
included in the baseline (and DCFTA scenario). We have selected SPS
measures for an in-depth analysis and we need your inputs to complement the
modelling.
• Q: You mention negative social effects, in terms of inequality, but a decrease in poverty.
Which percentage of poor population is included in the model? Because in case of
Transnistria, the absolute poverty is 40 %. The poverty and DCFTA effects on Transnistria
will be much more negative.
o A: We have adopted the poverty line from the Moldovan authorities. Extreme
poverty there is 3%. We have no good data for Transnistria, though.
• Q: Social effects on Transnistria will be completely different. Your household survey is from
Moldova, but we are only interested in Transnistrian social effects. We have our own
research and you could use these insights in your report to complement the analysis.
Also, on reallocation of labour force from one sector to another, the Moldova situation
shows that there is not much change, but in some sectors, of course, the changes will be
very hard for the society.
o A: We would very much welcome any inputs from your side. On the sectoral
allocation, the overall results are positive but sector-wise this may differ. Hence,
what could happen is that you phase in some changes, such that people get the
time to adapt.
• Q: On social issues, your study lacks deep research on Transnistrian level of wages, on
labour migration, on social welfare contribution, sector changes in trade etcetera. You
need to consider Transnistria separately with a separate independent, economic, social
and infrastructure approach.
• Q: On the import side we see increases in textiles and machinery. But the largest textiles
plant of the EU is located in Transnistria. And the same applies to machinery.
o A: Exports and imports both increase in the model, it is not only imports. This has
to do with intra-industry trade. So it is possible that exports and imports both
increase.
4) Presentation overall impacts at sector level
Presentation on sectoral impacts and selection of sectors for in-depth analysis based on impacts
(See PowerPoint presentation)
Discussion (Q&A)
• Q: In the second part of your presentation, you focus on sectors that are not relevant for
Transnistria (sugar, air transport). Metals and other sectors were not included, we would
like you to focus on these sectors.
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o A: We only showed sectors that saw the most significant sectoral export changes.
We have all sectors included in the annex of the report.
• Q: In addition to the agriculture analysis, we see crops and grains in your analysis does not
reflect the sector of fruits and vegetables in Transnistria, whereas this sector is very
important. The fruits sector has important implications for the labour force and has high
quality standards. It is needed to consider the history of agriculture of Moldova and you
selected only a few sectors. Moreover, crops is not an indicative sector for Moldova.
o A: Thank you. We will try to take this into account. Note however that social
considerations are included in our analysis. Also, we do not claim that grains and
crops are indicative for the Moldovan economy, we only show that this sector is
an important sector to analyse based on the criteria that we presented earlier.
• Q: Let us focus on economic impacts. We need the analysis for Transnistria, because we
need to understand what the economic inputs are. And concerning changes in sectors
(short- and long-run), is it correct that the initial stage is the approximation to EU
legislation? Then who will cover the costs for business to implement the EU standards and
be able to benefit in the long run? And what are the costs?
o A: These are interesting questions that unfortunately go beyond the scope of the
analysis. We, however, realise that it is crucial to know this.
• Q: Transnistria and Moldova should be placed at different levels of development. Moldova is
prepared for the DCFTA and the preparations have been taking place since 10 years. The
exports from Transnistria are different than from Moldova: TN is good at textiles,
machinery and energy. So we need to focus on our strong sectors. If companies are only
registered in Moldova the effects are for Moldova, but this is not relevant for them, if the
output of this production (which is based in Transnistria) will decrease. This will affect the
Transnistrian economy only.
o A: Our results at sectoral level could be interpreted from the Transnistrian
perspective. This should give some picture. A separate study for Transnistria was
beyond our mandate.
• Q: Our products such as metals, electrics etc. are subject to customs in Moldova, but are not
related to Moldova at all. We need you to give advice that restrictions should no longer be
applied on Transnistrian products.
o A: The DCFTA should not limit any export opportunities to the EU that currently
exist. It should only improve the situation. However, we are not in a position to
recommend specific solutions for relations between Triaspol and Chisinau.
• Q: If there are simply no impacts for Moldova, will you be so courageous to say that the
DCFTA is not useful for Moldova?
o A: This is an independent study and indeed if we found no results we would report
this explicitly. In any case the results of our study might be useful for your
discussion with Chisinau, and because the data on Transnistria are limited the
inputs provided by you are very important.
• Q: Your independent expert opinion on a limited study of the Transnistrian economy would be
very important. At the same time the economic platform of Transnistria is not considered
and not presented correct. Hence, we need such an expert advice for Transnistria also.
We should bring the differences in economic and export structures to the negotiators.
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5) In-depth: Economic impacts of the DCFTA
• Speaker 1:
• Transnistria and Moldova are part of a multilateral negotiation process. Every country
that respects itself should participate. Not only Moldova will be discussed, but also
Transnistria: two emerging countries that are adjacent.
• Geographical placement is very convenient for the EU. Moldova is strategically
important due to the relation with Russia. The Ukrainian free trade zone as a buffer
would release us from EU-Russian tensions. New investments will come to the
Moldovan region. ‘ New Europe’ will be supported by Russian management.
• For both Moldova and Transnistria it is important to build roads.
• Moldovan products will firstly not be very competitive on the EU market, taking into
account the DCFTA implementation period.
• The EU economy is not very stable, and is in a big crisis now
• Agri- food products are welcomed by EU states, which is a positive development.
However, exports from Moldova were only half the value of total imports in 2011,
which leads to a competitive disadvantage. Moreover, the export potential might be
limited as long as the EU is in a crisis.
• The preliminary priority for Moldova is a gradual standardisation. Moldova has already
received funds for achieving this.
• However, we have no economic framework in Transnistria. So, we have no position in
the negotiations with the EU or Moldova. We are not mentioned in a positive context
and often called “a territory of counterfeit products”. Also the approach from Moldova
to involve us in the process, does not work for us.
• The starting points for both TN and Moldovan economy are different. We have textiles,
metals and some electrical goods, whereas Moldova has wine and agricultural
products (often low value added goods).
• We know we have to adjust to the EU standards, but TN is more focused on the
Russian and Eastern European market. 35% of exports goes to the EU and 65% of
exports goes to Eastern Europe.
• So my concrete suggestions are twofold. One, draft (with the EU) a document involving
TN as well. The document should consider European trade processes in general and
make special references to regions with frozen conflicts. The EU has already done
this with Cyprus, Spain and Great Britain. Moreover, the Germans and Moldovans
agree with this approach. Two, we should then create a special customs union.
Discussion
• Q: The team has provided a negative scenario, especially on meat products and
electronics. Also you claim that wages will increase by 5%, but what about inflation?
Food prices will increase, which implies that 30% of population will lose due to the
DCFTA and poverty might increase.
o A: Thank you for your remark. You need to understand that a poverty line
(which you were referring to) is just one figure – it cannot explain and
present all social effects. There are also results for inflation in the model.
Your interpretation of results that 30% of the whole population will lose is not
correct – based on our quantitative analysis it’s closer to 3%, actually.
Other comments:
• Q:Inclusion of the Transnistria trade in your analysis is a big mistake. You have included
Transnistrian products, notably textiles, in your analysis. You have to study
Transnistria separately or do not include Transnistria trade in the report. Overall, we
understand the approach, but it is not convincing that the DCFTA is very beneficial on
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social grounds. We would like to see a positive scenario for Transnistria. De facto we
are an independent state, but do not get the same support from the EU. You have
done an interesting job, but we would like to see a more positive scenario.
• The political and economic aspects of Moldova and Transnistria do not always coincide.
Transnistria has an Eastern political system and that from Moldova is Western.
Transnistria should now find a different source of development, because the
negotiations are only taking place with Moldova. But we are not able to do so since
we only have one observer in the negotiation process. We feel that our interests are
not taken seriously into account. Since 2003, Moldova has been preparing for
integration. We, however, never received a penny.
• Transnistria will hence not open its customs territory to Moldova, because this would be
equal to committing suicide. Then what are the options?
- We visited Cyprus, because it could be considered a precedent of
these cases. South Cyprus has an FTA, but northern Cyprus does
not have an FTA. It is thus possible, but these decisions should be
taken unanimously.
- For better life standards in Transnistria, we do not really benefit from a
5% increase in growth. We need a 300% increase.
- This is the first report I come across that outlines some negative
effects. I hope you will not deviate from this note
• The main message for the European Union should be this: We never had a preparation
period, like Moldova had. This is a major problem, because opening our borders then
would be committing suicide. We should not start integrating, unless we receive this
preparation period.
• Effects from the ATP for TRANSNISTRIA are significant (1995-2005, after – artificial
limitation from Moldova to limit the GSP preferential, which was related to a customs
issue. Moldova presented to the WTO (memorandum from 1998 – about the fact that
TRANSNISTRIA can provide its trade policy as separated customs territory).
So there has been some positive cooperation and hence the potential is there.
However, a unified approach for Transnistria is unacceptable. The action plan states
that Transnistria will not be modeled for trade. If you read the document carefully, it
mentions that Moldova will ask Transnistria to provide information in a separate part.

6) In-depth: Social impacts of the DCFTA
Speaker 2:

– Independent Centre of Analytical Research “New Age”
•

Presented survey results:

•

Out of 30 problems – the largest 5 problems are the unemployment (50%), and
other economic problems: lack of salaries, poverty and the future of Transnistria.

•

On economic status, people feel that Transnistria is developing better – quite
positive survey results.

•

The situation has been stable recently and the crisis did not change much the life
of the Transnistrian population.

•

Moldovan people are pro EU and pro integration, whereas Transnistrian people
rather focus on different issues.

•

Your model should not only include economic indicators but also social variables.
Recommended usage of self-assessment of poverty and socio-economic
wellbeing.
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Speaker 3:
•

On Transnistria as a sovereign state. Its status, the rights of its population,

•

All people have equal rights: nationality, belief, convictions etc.

•

We have collective contracts for trade unions with different entities ( public and

freedom, HR and religions.

private ones). In total we have 960 collective agreements, allowing to implement
provisions.
•

visited Transnistria and conducted an assessment of HR.
The result will likely cause an inflow of several products.

•

The DCFTA and HR international conventions objectives are different (
infringement of rights of entrepreneurs, as well as of the employees). DCFTA will
increase the export, by stimulation, but some of the agricultural sectors, small
farmers, etc. will not be able to face the problems related to export. This will lead
to HR infringement, the price will increase and a lot of families will not be able to
meet basic needs.

•

So in respect to HR protection we see the DCFTA as very problematic. The
DCFTA will cause problems for rights of workers and for families. Food prices will
increase and poverty will increase.

•

The DCFTA should provide more fair rules of trade.

•

In general using DCFTA to promote HR agenda would be very problematic.

7) In-depth: Environmental impacts of the DCFTA

Speaker 4:

, Republican Environment and Natural Resources Research

Institute
• We are interested in the following issues: the legislation on environment, the use of cheap
labour force, cheap raw materials, and problems related to transnational corporations.
• Moldova joined the WTO in 2001. Exports amount to 800 mln., but imports to 1.4 billion
• Free trade and liberalisation in our case often leads to exploitation of cheap labour force.
• But what is free? No domestic law can be saved under WTO agreements. The right of the
WTO prevails national legislation.
• Environmental labelling of products is, according to me, prohibited. The EU has recently also
been sanctioned for GMOs from the US and hormone bred horses.
• Liberalisation of agriculture in terms of food safety might lead to the peasants falling into
poverty. The EU namely subsidises agriculture a lot, floods the market with European
products and lowers the prices, which leads to closures of domestic businesses.
• Multinational corporations in this respect have some obligations.
• On your study, it is hard for me to comment since environmental data are only valid for
Moldova and do not include Transnistria. For example, the forestry data is only for
Moldova. But I know that some varieties of trees are not logged, while they should be.
Forestry sector in Transnistria is generally in better state than in Moldova.
• Since your data only concerns Moldova, which does not have much polluting industries, there
are hardly any CO2 emissions.
• The small plots of land that cannot be united remain small. This leads to soil degradation and
other negative consequences. In Transnistria, land is property of the state and such
consequences could be overcome.
• According to the study the emission is are going down, because some industries will see
output decrease. The sectors that will increase, such as crops and sugar industry, do not
produce much emissions and hence overall emissions should not go up strongly.
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Ecorys-CASE suggests questions for further discussion
1) What is the public and business attitude towards environmental issues?
2) To which extent have the international environmental conventions been implemented so
far?
3) Which aspects of the environmental agenda are most problematic now?
• Transnistria considers itself an industrialised country and if the DCFTA results in an increase
in industry output, then the ecological issues will increase also. The structure of economy
of Transnistria is oriented towards heavy industry, which should thus create ecological
problems. Only if we invest heavily, we might be able to avert these problems.
• In the last decade, Transnistria has gradually been implementing world standards. For
exporters, ISO 14000 and other ISO certificates have been implemented. EU clients asked
for two standards on environmental issues, but Moldova did not negotiate the ISO 14000,
because Moldova lacks production facilities that require this certification. Think of Moldova
Gras, Moldova Metallurgical Plant, and Ribnita Cement Plant. Step by step, however, our
exporters are meeting those requirements.

Closing
• Ecorys–CASE conclude by highlighting the next steps of the project, the possibility of
providing comments and inputs for the study and the officially closes the workshop.
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