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Preface

The European Commission (DG Trade) awarded a contract to ECORYS, signed in November 2012,
to conduct a trade sustainability impact assessment (Trade SIA) relating to the negotiations of a
Deep and Comprehensive Free Trade Area (DCFTA) between the EU and the Republic of Armenia.
ECORYS is aware of the important role of this study in providing input into the negotiation process.
The study will take place in parallel to the negotiation process, and the planning is discussed with
the EC to ensure optimal input in the negotiations on the basis of this study.
This inception report is based on the Terms of Reference, the ECORYS-CASE proposal that was
submitted to DG Trade and the subsequent discussions with the Steering Committee and Civil
Society as well as progressing insights.
This inception report does not aim to copy our proposal into the inception report, since all that is
written in there is still valid and available. Rather, this report summarises the most important
methodological components and focuses on the main issues that warrant further attention and
focus in order to bring this study to a successful end. These issues centre around the following two
points: methodology, including a stakeholder consultation plan, and organisation and planning.

The Ecorys-CASE Team
10 January 2013

This report was commissioned and financed by the European Commission. The views expressed
herein are those of the Contractor, and do not represent an official view of the Commission.
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Abbreviation

Meaning

ADA

Armenian Development Agency

AmCham

The American Chamber of Commerce in Armenia

ATP

Air transport

CCA

Causal Chain Analysis

CCI

Chamber of Commerce and Industry of the Republic of Armenia

CGE

Computable general equilibrium

CIS

Community Innovation Survey

CJSC

Close Joint Stock Company

CSD

Civil Society Dialogue

CSOs

Civil Society Organisations

CSR

Corporate Social Responsibility

CU

Customs Union

DCFTA

Deep and Comprehensive Free Trade Area

DDA

Doha Development Agenda

DG

Directorate General

EBRD

European Bank for Reconstruction and Development

EC

European Commission

ECOSOC

Economic and Social Council

EESC

European Economic and Social Committee

ENP

European Neighbourhood Policy

EU

European Union

FTA

Free Trade Agreement

GDP

Gross Domestic Product

GHG

Greenhouse gases

GoAm

Government of Armenia

GSP

General System of Preferences

GTAP

Global Trade Analysis Project

HR

Human Rights

HRIA

Human Rights Impact Assessment

ICHD

International Centre of Human Development

ICT

Information and Communications Technology

ILO

International Labour Organisation

IOE

International Organisation of Employers

IPR

Intellectual Property Rights

ITR

Interim Technical Report

ITUC

International Trade Union Confederation

KoM

Kick-off-Meeting

MEA

Multilateral Environmental Agreement

MFN

Most Favoured Nation

NGO

Non-Governmental Organisation

NTM

Non-tariff measures

OECD

Organisation for Economic Cooperation and Development

PM

Public Meeting
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Abbreviation

Meaning

RA

Republic of Armenia

ROW

Rest of the World

RUEA

Republican Union of Employers of Armenia

SC

Steering Committee

SIA

Sustainability Impact Assessment

SPS

Sanitary and Phyto sanitary

SME

Small and medium enterprise

TBT

Technical Barriers to Trade

TCE

Tariff Costs Equivalents

TRQ

Tariff Rate Quota

ToR

Terms of Reference

TSIA

Trade Sustainability Impact Assessment

TSP

Road & rail transport

UMB(E)A

Union of Manufacturers and Businessmen (employers) of Armenia

UNDP

United Nations Development Programme

UNEP

United Nations Environmental Programme

US

United States

WTO

World Trade Organisation
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Executive Summary

This is the Inception Report for the Trade SIA in support of negotiations of a Deep and
Comprehensive Free Trade Area (DCFTA) between the EU and the Republic of Armenia. The
objective of the study is to “assess how the trade and trade-related provisions under negotiation
could affect economic, social, and environmental issues in the EU and Armenia (as well as in other
relevant countries, in particular neighbouring developing countries). Furthermore, it should propose
measures (trade or non-trade – the so-called ‘beyond the border’ dimension/issues) to maximise
the benefits of the DCFTA and prevent or minimise potential negative impacts. It should also
include a reference to the EU-Turkey Customs Union and assess the impact of the future DCFTA
on the Customs Union's functioning.” This report sets out how we will achieve this objective. More
specifically, it presents our approach and conceptual framework, the methodology, a consultation
plan, studied sources (literature, tools, references) and a first preliminary screening of issues that
are of importance for this study.

Approach and conceptual framework
The overall approach to the entire Trade SIA can be divided in three linked phases:
1.

Overall analysis of the sustainability impacts arising from the negotiations of a DCFTA
between the EU and the Republic of Armenia

2.

Sectoral Trade SIA analysis for the DCFTA with Armenia

3.

Proposals for policy recommendations and accompanying measures

Our approach is based on the two methodological elements of a Trade SIA described in the ToR
1

and the Trade SIA handbook : 1) economic, environmental and social assessments as such; and 2)
stakeholder consultations. The three phases are characterised by both quantitative and qualitative
analyses and throughout the three phases, we will engage in continuous feedback and consultation
with key stakeholders to collect their input and to verify the results.

Methodology: main quantitative and qualitative elements
Our quantitative approach consists of three elements. First, we will use a computable general
equilibrium model (CGE model) to determine general equilibrium effects of the potential DCFTA
with Armenia. Second, in addition to the CGE model, via complementary social quantitative impact
analysis, we can strengthen the social quantitative outcomes in this study. Third, additional
quantitative analysis is carried out to have more insights into the overall environmental impact of
the DCFTA. Additional qualitative analysis is crucial to assess the impact of the DCFTA, as not all
impacts can be assessed quantitatively. Below we briefly present a short description of these
elements.

1

Available at: http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf
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Computable General Equilibrium model
The CGE model is a multi-sector multi-country dynamic CGE model. For the specific details we
refer to the chapter, but some elements are worth mentioning as they are key to our approach.
First, we single out 10 countries or country groupings, including the EU27, Armenia, Georgia,
Moldova, Turkey (to look at the DCFTA impacts on EU-Turkey Customs Union), Ukraine, Russia,
Iran, China, and Rest of World (ROW). Second, a scenario is built compared to a baseline (2010),
based on anticipated changes in tariff lines, services related regulatory approximation and other
types of regulatory approximation. Third, we calculate a short-run (static) set of results and a longrun (including dynamic investment effects) set of results.
Social quantitative analyses
The social impact of the DCFTA depends on the structural characteristics of the economies
involved, of its population and the specific trade reform put into place. Literature identified that the
most important transmission channels between trade and welfare are the consumption effect
(related to prices of consumer goods) and the labour income effect. We will look at these two
effects by combining the results of the CGE model and the analysis of household level data. Our
focus will be on the consumption structure of different households, which determines the DCFTA
impact on their welfare and resulting distributional effects.
Environmental quantitative analyses
In assessing the environmental effect of the DCFTA, we will focus on airborne emissions and
greenhouse gases. The inputs for the environmental analysis will be the CGE results, which include
predictions of CO2 emissions and sector output, and Eurostat data on air pollution per sector. We
will then calculate the external costs associated with airborne emissions and climate change
impact, based on default damage factors
Qualitative analysis
Lastly, the CGE model results will be complemented by qualitative analyses on environmental,
social and human rights issues. In the social component of the study we will pay particular attention
to the interaction between the DCFTA and social equality issues, the effective implementation of
the ILO core labour standards, and the promotion of the ILO Decent Work Agenda. In addition, we
will address fundamental rights issues in Armenia. The environmental analysis will address the
situation of the natural environment beyond air pollution – e.g. water pollution, waste generation
and treatment, use of land and land degradation, biodiversity, etc. as well as the implementation of
multilateral environmental agreements. The main elements of the approach to this qualitative
analysis are: literature reviews, consultations with relevant stakeholders, analysis of official
reporting schemes inscribed on respective international conventions and causal chain analysis.

In-depth analysis of detailed issues
The quantitative approach (CGE and social/environmental modelling) provides the starting point for
a more detailed analysis of specific issues and aspects related to the DCFTA negotiations that jump
out. Often, in addition to the modelling outcomes, detailed analyses that take into account Armenian
or EU specifics need to be added to understand what is truly going on. That is why – in line with the
ToR, we will employ a screening/scoping analysis based on five criteria and in consultation with the
Steering Committee to select up to four sectors or horizontal issues for in-depth analysis. These
selection criteria are the following:

14

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

Number

Criterion

Criterion 1

Initial importance for economy (GDP, employment, trade shares)

Criterion 2

Economic impact from DCFTA

Criterion 3

Social / environmental importance / impact

Criterion 4

Stakeholder issues of special importance

Criterion 5

Strategic importance of sector in the negotiations

The in-depth analysis complements the findings of the overall analysis with causal chain analysis,
literature review, interviews, inputs from sector experts and possibly partial equilibrium (PE)
modelling. Ultimately, the in-depth analysis aims to present more detailed insights into economic,
social (such as employment and wage effects in the sector), and environmental (including the effect
of an increase in transportation services) impacts resulting from the DCFTA.

Consultation plan
We present a consultation plan and lists of relevant stakeholders as well as an overview of
upcoming events that may be relevant for this study and /or the DCFTA process in general. For this
part, we work together intensively with our local consultants and we are in close coordination with
the EU Delegation. The main elements of the consultation plan are the following.
First, we have identified a preliminary list of the main relevant stakeholders, with the help of our
local experts, the Steering Committee, the EU Delegation and own research (presented in Annex
A). Also for the EU, important stakeholders have been identified.
Second, mapping the civil society landscape in Armenia has shown that although civil society
suffers from a number of weaknesses (e.g. low levels of trust and participation, lack of
organisational skills), and the environment has not always been conducive for Civil Society
Organisations (CSOs) to influence government policies, recently there have been various initiatives
to increase CSO consultations by the government, also in the context of the DCFTA.
Third, from this consultation mapping, we distil the major risks to the stakeholder engagement plan.
These relate to lack of participation of CSOs due to unawareness, political sensitivity, and/or lack of
capacity.
Fourth, consultation activities will consist of electronic consultation and documentation
(www.tsia.ecorys.com/armenia), two public meetings in the EU for EU civil society, a Trade SIA
Workshop in Armenia (flanked by face-to-face meetings), and attendance of other relevant
conferences, workshops, meetings, etc. in the EU and Armenia relevant to this study.
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1

Approach and conceptual framework

This first chapter serves as a general overview of our proposed approach to the study, including a
presentation of the conceptual framework of the sustainability assessment analysis as specified in
the Terms of Reference (ToR).
This chapter presents the overall approach by means of the following three sections:
•

1.1 General approach, in which the outline, phases and deliverables of the study are presented;

•

1.2 Methodology, in which we introduce our approach to the six main pillars of this Trade SIA;

•

1.3 Reporting, in which we outline the type of information included in the remaining reports of
this study.

1.1

General approach
The overall approach to the entire Trade SIA can be divided in three linked phases:
1.

Overall analysis of the sustainability impacts arising from the negotiations of a DCFTA
between the EU and the Republic of Armenia;

2.

Sectoral Trade SIA analysis for the DCFTA with Armenia;

3.

Proposals for policy recommendations and accompanying measures.

The current phase (inception, phase 0) provides the basis for the remainder three study phases.
Our approach is based on the two methodological elements of a Trade SIA described in the ToR
2

and the Trade SIA handbook . The three phases are characterised by both quantitative and
qualitative analyses and throughout the three phases, we will engage in continuous feedback and
consultation with key stakeholders to collect their input and to verify the results and complement the
analysis with their feedback.
Schematically, this approach follows the overall methodology as presented in the Trade SIA
handbook (see Figure 1.1) closely, but includes some important additions and aspects that we have
come to appreciate and seen valuable over time (for example with respect to the consultation
process). This methodology has been used and tested repeatedly in several previous Trade SIAs,
notably EU-Central America, EU-India, EU-ASEAN, EU-Ukraine, EU-Andean, EU-Libya and most
recently the DCFTAs between the EU and respectively Georgia and Moldova.

2

Available at: http://trade.ec.europa.eu/doclib/docs/2006/march/tradoc_127974.pdf
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Figure 1.1 Input, process and output of a Trade SIA

Source: European Commission, Trade SIA Handbook, page 12 (from Indufor, 2004).

On top of that, we have recognised the desire to put more emphasis on qualitative analyses of
environmental and social effects (compared with previous studies) as mentioned in discussions with
the Commission.
The different phases in the study result in two intermediate reports and one final report. The
following table (Table 1.1) presents the phases and their respective deliverables.
Table 1.1 Deliverables associated with different phases of the study
Phase

Deliverable

Phase 0: Inception

Inception report

Phase 1: Overall analysis

Interim report

Phase 2: Sectoral analysis

Final report

Phase 3: Recommendations on policies and measures

1.2

Methodology: key elements
Within the phases of the study mentioned, we will apply a methodology that consists of six main
pillars developed on the basis of our own experience based on previous Trade SIAs, the ToR and
the Trade SIA handbook. These six pillars are:
1.

Screening and scoping analysis;

2.

Scenario analysis and CGE modelling;

3.

Additional quantitative and qualitative analysis;

4.

Sectoral Analysis;

5.

Causal Chain Analysis (CCA);

6.

Dissemination and consultations with key stakeholders, including civil society.

This section briefly summarises what will be done with respect to these six pillars. Table 1.2
specifies in which study phases the different pillars are used for the analysis.
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Table 1.2 Use of pillars in different phases of the study
Phase

Pillar 1

Pillar 2

Pillar 3

Pillar 4

Pillar 5

Pillar 6

Screening/

Scenario/

Additional

Sectoral

CCA

Consultation

scoping

CGE

analysis

analysis

&
Dissemination

Phase 0: Inception

X

Phase 1: Overall analysis

X

X

Phase 2: Sectoral analysis

X
X

X

X

X

X

X

X

X

X

X

Phase 3: Policy
recommendations and
flanking measures

In the following paragraphs, the details of these pillars are briefly elaborated upon.
Pillar 1: Screening and scoping analysis
The screening and scoping analysis is executed in order to identify the sectors and issues that are
important for a successful conclusion of the DCFTA and that therefore should receive more detailed
consideration in the analysis. This exercise consists of a preliminary screening in the inception
phase (see Chapter 5) and a further screening and scoping exercise after the first phase of the
report, based on the outcomes of the overall analysis as far as those are available at that point and
on the input of stakeholders.
At the end of Phase 1, we will select up to four sectors or horizontal issues in total that are most
relevant for further analysis in Phase 2. This selection will be done in close consultation with the
Steering Committee, and based on the following selection criteria:
•

Criterion 1: Initial importance of a sector / issues for the economy;

•

Criterion 2: Impact as a result of the DCFTA;

•

Criterion 3: Social / environmental importance or impact;

•

Criterion 4: Stakeholder issues of special importance.

•

Criterion 5: Strategic importance of sector in the negotiations

Chapter 5 will elaborate further on details of and preliminary input on the four criteria.
Pillar 2: Scenario analysis and CGE modelling
Pillar 2 of the analysis covers the development of scenarios to most accurately and realistically
reflect the reality of the negotiations. The developed scenarios in turn serve as inputs for the model
that aims to reflect the most relevant representation of the reality of the negotiations. Scenarios
have been developed based on the assumptions regarding the likely outcomes of the negotiations
(also following the scenarios used the Trade SIA EU – Georgia and Moldova). These will be
compared to the baseline scenario of a continuation of recent trends in Armenia. The model thus
compares the situation with and without the DCFTA.
The model used to quantitatively assess the potential effects of the DCFTA is a Computable
General Equilibrium (CGE) model. This is a dynamic and non-linear CGE model. Data used in this
model are based on the most recent version 8.0 of the GTAP dataset, which contains data
benchmarked to 2007, but which are projected to 2010 using actual macro-economic data. The
agreed assumptions and result indicators of the CGE model are presented in Chapter 2.
In order to get a better understanding of what CGE modelling involves and for which elements of
the analysis its outcomes are relevant, please find below a schematic figure (Figure 1.2) of the CGE
methodology.
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Figure 1.2 CGE Methodology

Pillar 3: Additional social and environmental quantitative and qualitative analysis
In order to complement the results of the CGE model with relevant information that is potentially not
included in the CGE model, additional social (incl. human rights) and environmental analyses will
complement the outcomes of the CGE model.
Social quantitative analysis
The social impact of the DCFTA depends on the structural characteristics of the economies
involved, of its population and the specific trade reform put into place. Literature identified that the
most important transmission channels between trade and welfare are the consumption effect
(related to prices of consumer goods) and the labour income effect. We will look at these two
effects by combining the results of the CGE model and the analysis of household level data. Our
focus will be on the consumption structure of different households, which determines the DCFTA
impact on their welfare and resulting distributional effects.
Environmental quantitative analysis
In assessing the environmental effect of the DCFTA, we will focus on airborne emissions and
greenhouse gases. The inputs for the environmental analysis will be the CGE results, which include
predictions of CO2 emissions and sector output, and Eurostat data on air pollution per sector. We
will then calculate the external costs associated with airborne emissions and climate change
impact, based on default damage factors as derived by the ExternE method, and impact pathway
approach in particular. The decomposition analysis of the emissions and related external costs
include specifically the scale and composition factors. Technological change is not included since
the CGE model does not incorporate this.
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Qualitative analysis
Lastly, the CGE model results will be complemented by qualitative analyses on environmental,
social and human rights issues. In the social component of the study we will pay particular attention
to the interaction between the DCFTA and social equality issues, the effective implementation of
the ILO core labour standards, and the promotion of the ILO Decent Work Agenda. The
environmental analysis will address the situation of the natural environment beyond air pollution –
e.g. water pollution, waste generation and treatment, use of land and land degradation, biodiversity,
etc. as well as the implementation of multilateral environmental agreements. In addition, it will
address fundamental rights issues in Armenia.
The main elements of the approach to this qualitative analysis are:
1.

Literature review;

2.

Analysis of official reporting schemes inscribed on respective international conventions;

3.

Interviews with key informants and stakeholders;

4.

Interpretation of quantitative results especially at the sectoral level.

The human rights analysis is part of the social analysis. In carrying out the Human Rights (HR)
impact assessment of the DCFTA with Armenia, we base ourselves on our experience in
conducting other sustainability pillars of FTAs in previous studies (notably the HR impact
assessment in the Trade SIA on the DCFTA between the EU and Georgia and Moldova) and the
HRIA approach developed methodologically by Walker (2009). Our HRIA approach consists of
three steps that are closely aligned with the Trade SIA approach of the DG Trade Handbook
(2006). First, we briefly describe the current overall and DCFTA related status of Human Rights in
Armenia (i.e. the human rights baseline). Second, we screen for main (overall) potential HR impacts
that could occur when this DCFTA would come into effect. Third, we look at the importance of these
effects. Effects that are expected to be significant could be studied in more detail also in the second
phase of the study under social impacts.
Pillar 4: In-depth analysis of sectors and horizontal issues
In-depth sectoral and/or horizontal issues analysis
The aim of the sectoral and/or horizontal issues analysis is to provide deeper insights into the
effects of a potential DCFTA for sectors or issues that are important for a successful conclusion of
the DCFTA. Up to four sectors or horizontal issues will be selected for further study, based on the
screening and scoping exercise (pillar 1) and in consultation with the Steering Committee.
For selected sectors, a more in-depth analysis of particular sectors is conducted and consists of the
quantitative effects resulting from the CGE analysis and the additional environmental and social
analyses (pillars 2 and 3). The sectoral analysis aims to complement these findings with causal
chain analysis, literature review, interviews, inputs from sector experts and possibly partial
equilibrium (PE) modelling. Ultimately, the in-depth analysis aims to present more detailed insights
into economic (including impact on Small and Medium Enterprises (SMEs)), social (such as
employment and wage effects in the sector), and environmental (including the effect of an increase
in transportation services) impacts resulting from the DCFTA.
In case a horizontal issue is chosen, we could look at important elements that affect a potential
DCFTA across multiple sectors. This analysis also starts with the CGE outcomes and compares
them across sectors. An example of an important horizontal issue could be SPS measures or TBT
measures.
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Pillar 5: Causal chain analysis
Causal chain analysis (CCA) is a conceptual tool used to identify the relevant cause-effect links
between the trade measures proposed and the economic, social and environmental impact this
trade measure may have. It is imperative for a realistic impact assessment that the CCA is applied
to significant links between trade negotiations and their impacts.
Figure 1.3 shows how we view the way CCA should be applied within the Trade SIA framework.
This is a slightly adapted version of chart 3 of the Trade SIA Handbook. The effects of the DCFTA
on sustainable development run through the dark blue arrows, while the light blue arrows show how
policy measures taken can influence the various cause-effects. Thus the figure illustrates how and
at what stages flanking policy measures may increase the positive and mitigate the negative
impacts of the DCFTA between the EU and Armenia.
Figure 1.3 Causal Chain analysis: from trade measure to impact on sustainable development

Source: Trade SIA Handbook, chart 3 (adapted from Indufor, 2004).
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Pillar 6: Dissemination and consultation
Consultation is a key element of the study since the inputs of all stakeholders to the negotiation
process (businesses, administration, civil society, industry etc.) are needed to identify the main
issues in relation to the sustainable development effects of the DCFTA. Hence, we aim to involve
these stakeholders as actively as possible in the entire course of the study. Based on extensive
experience with stakeholder consultation, we have developed a tested consultation plan, which is
more elaborately presented in Chapter 1. The dissemination of the results will be done by means of
a dedicated website, which is also presented in the same chapter.

1.3

Outline of interim technical and final reports
After this inception report, two more reports will be delivered: an interim technical report and a final
report. This section shows what the main elements of these reports will be.

1.3.1 Outline of the interim technical report
•

A short executive summary in which the preliminary results are presented;

•

The CGE model (general equilibrium) and its results. Also the assumptions will be presented
and their implications for the results;

•

The additional quantitative analysis and its results at the overall level, with a focus on social
and environmental impact;

•

The additional qualitative analysis and its results at the overall level, with a focus on the
interaction between the DCFTA and the effective implementation of the ILO core labour
standards, multilateral environmental agreements, the promotion of the ILO Decent Work
Agenda, and fundamental rights issues;

•

An overview of the activities related to consultation and dissemination and their results, in
particular:
−

The development and implementation of the stakeholder consultation plan;

−

Consultations and dialogue with external experts from civil society;

−

Social partners and other targeted consultation: summary of comments and
suggestions received (via e-mail, website comment function, ordinary mail, meetings
etc.) and the use made of these;

−

Development of the network of Trade SIA experts: contacts undertaken, information
supplied and comments received;

−
•

Overview of the use made of the website for the Trade SIA.

A final screening exercise to define the sectors and horizontal issues to be analysed indepth in the final phase;

•

A summarising progress briefing, in which we describe the main activities undertaken so far.

•

A roadmap for the work necessary to complete the final report.

The report will be maximum 200 pages long, excluding annexes.

1.3.2 Outline of the final report
•

A short executive summary in which the final results are presented;

•

A description of the Trade SIA methodology used;

•

Outcomes and results of the Trade SIA assessment, of both the overall analysis and

•

Proposals of flanking measures and policy recommendations;

sectoral analysis;
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•

An overview of the activities related to consultation and dissemination and their results, in
particular:
−

Outline of contacts with stakeholders (including social partners and other targeted
consultation) in the EU;

−

Outline of contacts with stakeholders (including social partners and other targeted
consultation) in Armenia, respectively (as well as in other countries if relevant);

−

Minutes of the local workshops in, respectively, Armenia outlying key stakeholder
positions and points of views, the programmes and list of participants.

•

Conclusions, including recommendations and flanking measures;

•

References and key resources.

As requested in the ToR, the final report will be accompanied by a Briefing document (2 pages
maximum):
•

The objectives, scope and purpose of the Trade SIA;

•

The main trade measures identified for impact analysis;

•

The liberalisation scenarios considered;

•

Other key assumptions and hypotheses;

•

The most significant economic, social, environmental and human rights impacts identified;

•

The most important complementary policy measures recommended in order to minimise
negative impacts and maximise positive impacts of the trade measures proposed;

•

The sources of evidence, and the qualitative and quantitative evidence gathering techniques
used;

•

Details of the consultation process undertaken for the Trade SIA;

•

Limitations in the design or the execution of the Trade SIA in meeting the project aims and
objectives;

•

Suggestions (where relevant) of issues or aspects for further investigation, including ex post
analysis of the impacts of any agreement reached at the conclusion of negotiations.

Also this final report will have a maximum of 200 pages, excluding annexes.
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Methodological developments

The second chapter contains an overview of additional information over and above the general
introduction given in the first chapter regarding quantitative and qualitative analysis in phase 1,
based upon initial research and the first discussions with the Steering Committee. It also includes
an identification and definition of indicators that we will apply in this study. As much as possible we
aim to generate the indicators presented in the DG Trade Handbook for Trade SIAs. For those
variables in the Handbook that the quantitative methods described in this chapter do not provide,
we will add qualitative analyses (e.g. poverty, decent work, human rights).
The proposed methodological details including the modelling specifications will be overall quite
similar to the specifications applied in the Trade SIA EU – Georgia and Moldova. The reason is that
both countries show large similarities with Armenia in terms of ambitions in the DCFTA and hence
the Steering Committee has indicated that a broadly similar approach should be taken.
This sections provides more details on the following methodological topics discussed in Chapter 1:
•

CGE Model. The first section discusses the specifications applied in the CGE model and
discusses the outputs and limitations of the model;

•

Social and environmental quantitative analyses in section 2.3 and section 2.3;

•

Human rights effects. The last section discusses the approach to studying human rights
effects on a sectoral level.

Please note that this does not include anything on the stakeholder consultation process, as this is
separately discussed in the next chapter (Chapter 1).

2.1

CGE modelling specifications
The CGE modelling approach has been extensively discussed with the Steering Committee during
the inception phase to allow for timely modelling to meet the revised shortened timeline of the
study. As mentioned previously, Ecorys-CASE and the Steering Committee agreed on
implementing as much as possible the same model specifications as used in the Trade SIA EU –
Georgia and Moldova. We also refer to the methodological note in Annex D. The discussion
regarding the modelling specifications has been as follows:
1.

A first discussion on the modelling approach during the inception meeting on 08/11/2012;

2.

A first draft methodology note sent to the EC on 16/11/2012, upon which the first feedback
from the EC was received on 20/11/2012;

3.

Ecorys-CASE reacted by sending a revised methodological note, including answers to
comments and questions on 28/11/2012. Ecorys’ team leader had an additional
telephone conversation with the EC on 29/11/2012, after which Ecorys added proper
referencing of certain elements identified in the methodological note as requested.

The next subsections present in detail the modelling specifications.

2.1.1 Country specifications
The final list of countries to be studied follows exactly the specification in the Trade SIA EU –
Georgia and Moldova with two important adjustments: In total 10 countries will be separated from

Trade Sustainability Impact Assessment in support of negotia ions of a DCFTA between the EU and the Republic
of Armenia

25

the general equilibrium analysis to allow reporting on the basis of the following countries: EU27,
Armenia, Georgia, Moldova, Russia, Turkey, Ukraine, Iran, China, ROW. The 10 countries we will
specify in the CGE model are going to be:
a.

EU27;

b.

Armenia;

c.

Georgia;

d.

Moldova;

e.

Russia;

f.

Turkey;

g.

Ukraine;

h.

Iran;

i.

China;

j.

ROW.

2.1.2 Sector specifications
Table 2.1 below presents the 37 sectors that are selected for the CGE modelling in the Trade SIA
EU – Armenia. The sector selection is adapted from the Trade SIA EU – Georgia and Moldova. We
3

refer to the final report on the Trade SIA EU – Georgia and Moldova for more information on the
rationale behind the choice of the sectors.
The table shows the 37 sectors selected in this study on the right hand side and the GTAP sectors
that are included in this aggregation on the left hand side of the table.
Table 2.1 Sector selection in CGE modelling, aggregation from GTAP sectors
Nr.

Abbrev.

Sector content (58 sectors)

Nr.

Abbrev.

Sector description (Trade SIA)

1

GRN

Grains and crops

2

VOS

Veg, fruit, nuts, oil seeds

3

OCP

Other crops

4

ANP

Animal products

1

PDR

Paddy rice

2

WHT

Wheat

3

GRO

Cereal grains nec

4

V_F

Vegetables, fruit, nuts

5

OSD

Oil seeds

6

C B

Sugar cane, sugar beet

7

PFB

Plant-based fibers

8

OCR

Crops nec

9

CTL

Bovine cattle, sheep and goats,

10

OAP

Animal products nec

11

RMK

Raw mi k

12

WOL

Wool, silk-worm cocoons

13

FRS

Forestry

5

FRS

Forestry products

14

FSH

Fishing

6

FSH

Fish products

15

COA

Coal

7

EGY

Energy

horses

3

26

16

OIL

Oil

17

GAS

Gas

18

OMN

Minerals nec

8

OMN

Other minerals

19

CMT

Bovine meat products

9

MPT

Livestock and Meat Products

20

OMT

Meat products nec

Available at http://tsia.ecorys.com.

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

Nr.

Abbrev.

Sector content (58 sectors)

Nr.

Abbrev.

Sector description (Trade SIA)

21

VOL

Vegetable oils and fats

10

VOL

Vegetable oils and fats

22

MIL

Dairy products

11

MIL

Dairy products

23

PCR

Processed rice

24

SGR

Sugar

12

SGR

Sugar

25

OFD

Food products nec

13

PRF

Other processed food

26

B T

Beverages and tobacco products

14

B T

Beverages and tobacco

27

TEX

Textiles

15

TWL

Textiles and clothing

28

WAP

Wearing apparel

29

LEA

Leather products

30

LUM

Wood products

16

LUP

Wood, paper, publishing

31

PPP

Paper products, publishing

32

P_C

Petroleum, coal products

17

P_C

Petrochemicals

33

CRP

Chemical, rubber, plastic

18

CRP

Chemicals, rubber, plastics

34

NMM

Mineral products nec

19

NMM

Ceramics, cement, etc.

35

I S

Ferrous metals

20

MET

Primary metals

36

NFM

Metals nec

37

FMP

Metal products

21

FMP

Fabricated metals

38

MVH

Motor vehicles and parts

22

MVH

Motor vehicles

39

OTN

Transport equipment nec

23

OTN

Other transport

40

ELE

Electronic equipment

24

ELE

Electronics, computers

41

OME

Machinery and equipment nec

25

OME

Other machinery and equipment

42

OMF

Manufactures nec

26

OMF

Other manufacturing

43

ELY

Electricity

27

UTI

Utilities

44

GDT

Gas manufacture, distribution

45

WTR

Water

46

CNS

Construction

28

CNS

Construction

47

TRD

Trade

29

TRD

Trade

48

OTP

Transport nec

30

OTP

Other transport

49

WTP

Water transport

31

WTP

Water transport

50

ATP

Air transport

32

ATP

Air transport

51

CMN

Communication

33

CMN

Communications

52

OFI

Financial services nec

34

FIS

Finance and insurance 4

53

ISR

Insurance

54

OBS

Business services nec

35

OBS

Business and ICT

55

ROS

Personal and recreational

36

ROS

Personal and recreational

products

services
56

OSG

Public Administration, Defense,

services
37

OSG

Public and other services

Education, Health
57

DWE

Dwellings

2.1.3 Base year
The proposed base year is 2010. This base year is based on 2007 (GTAP 8.0) brought forward
using actual IMF figures on trade and growth (i.e. it is not a linear projection, but an adjusted actual
projection). That means that 2010 thus includes the crises (until 2010). This reflects far best the

4

We will refer to this sector as financial services throughout this report, and this sector thus includes insurance services.
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current situation under which the DCFTA is negotiated and since the crises are not likely to be over
very soon, it is also a possible longer-run scenario.

2.1.4 Scenarios
As outlined in the Trade SIA Handbook, two scenarios have been developed in order to adequately
distinguish between the economic developments without a DCFTA and with a DCFTA. In the
following, we outline the details of the baseline (do-nothing) and DCFTA scenario. Also the
scenarios have been developed to match as closely as possible the scenario specifications as
developed in the Trade SIA EU - Georgia and Moldova.
1. Baseline scenario
The following details will constitute the baseline scenario for the DCFTA EU – Armenia:
1.

The baseline will also model Russia’s accession to the WTO;

2.

The baseline modelling is conducted without assuming completion of the Doha Development
Agenda;

3.

The baseline will include all FTAs until now, while also including the expected DCFTAs
between the EU and respectively Georgia and Moldova.

There will be no separate reporting of any of these inputs for the baseline or the baseline itself, but
the focus will be on reporting the effects of the DCFTA.
2. Liberalisation scenario
The liberalisation scenario will model as realistically as possible the effects of a DCFTA between
the EU and Armenia. Specifically, it will model liberalisations in:
1.

Tariffs;

2.

Services non-tariff measures;

3.

Other non-tariff measures.

Tariffs
Concerning tariffs, the liberalisation scenario models:
1.

Tariff reduction EU into Armenia: A full 100% liberalisation of all sectors for Armenia.

2.

Tariff reduction Armenia into the EU: A full 100% liberalisation of all sectors and a TRQ for the
most important sensitive products for the EU.

We propose to model a full 100% liberalisation of all scenarios because there is not much
difference with 99% or 97% and it shows the upper limit on tariff liberalisation.
This means that we will reduce all tariffs left to zero for each separate sector. Calculating the exact
tariffs left depends on the chosen sector aggregation (see Table 2.1 above) and will be done as
part of the beginning of the modelling phase. For the two most important products, we could model
TRQs for EU-Armenia (based on info available on TRQs).
Services non-tariff measures
The services non-tariff measures liberalisation scenario is also based on the scenario developed in
the Trade SIA EU – Georgia and Moldova. Based on comments from the Steering Committee
received on 28/11/2012, liberalisation of NTMs in services sectors will be modelled at a 7%
reduction to reflect binding of commitments, with a number of additions:
1.

95% liberalisation for communications (telecommunication, postal & courier services) into EU
and vice versa into Armenia;
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2.

For other nations towards Armenia (exports and imports) – due to services alignment – we
also model MFN spill-overs worth 25% of the liberalisation level with the EU.

3.

The services related NTM liberalisation is explicitly modelled close to symmetrical because
EU firms gain as much access into Armenia from regulatory approximation (i.e. de facto
market access) as Armenian firms to the EU.

The seven percent reduction levels agreed by the Steering Committee and Ecorys-CASE are
5

substantiated by expertise from and comparisons with previous Trade SIAs, literature and the
current state of affairs.

6

Based on the argument of NT/MFN spill-overs, we will assume that Armenian barriers with other
trading nations will go down by 25% of the assumed scenario liberalisations at sector level as
presented above. The rationale is that if Armenia adheres to EU standards, hence increasing their
own, this leads to higher standards and thus higher degrees of market access to third countries,
which in turn leads to the spill-over effect.
Other non-tariff measures
We take into account the following assumptions:
1.

The EU is focusing primarily on SPS and TBT approximation (based on information from the
KoM for the Trade SIA EU - Georgia/Moldova);

2.

The standards of Armenia need to approximate to those of the EU and not the other way

around- thus standards will not be an average somewhere in between.
Based on the assumptions outlined below, we propose to model a sector specific reduction in
NTMs – but an asymmetric reduction (for Armenia twice the level of EU reductions). EU reductions
are, however, not zero because regulatory approximation also means further access for EU firms,
even if EU standards are higher from the outset (we look at differences in standards, as opposed to
7

the level of standards). The figures below are based on existing literature and expertise from
previous Trade SIAs conducted:
1. Other NTMs from EU to Armenia:
1.

4% point reduction in TCE for those EU sectors affected heavily by SPS and TBT differences
with Armenia;

2.

2% point reduction in TCE for those EU sectors affected more lightly by SPS and TBT
differences with Armenia;

3.

0% reduction in TCE for other EU sectors;

4.

2% point reduction in TCE for all agriculture & manufacturing sectors due to trade facilitation .

8

2. Other NTMs from Armenia to the EU:
1.

16% point reduction in TCE for those Armenian sectors affected heavily by SPS and TBT –
but 50% is taken off to compensate for higher production costs to meet the higher standard =
de facto 8% point reduction;

5

6
7

8

Fontagné, L; Guillin, A; Mitaritonna, C, 2010, Estimations of tariff equivalents for the services sectors, CEPII, June 2010,
available at: https://www.gtap.agecon.purdue.edu/resources/download/5032.pdf.
Economist Intelligence Unit, Country Risk Service (Armenia).
The literature that has been used to determine these reduction values is the range of studies that the project team has
done in the past on FTA modelling and barriers in trade and investment, including Professor Joseph Francois academic
work on this topic. A key contribu ion in this filed is the study Ecorys, 2009, NTMs in EU – US Trade and Investment,
available at: trade.ec.europa.eu/doclib/html/145613.htm.
The two percent point trade reduction figure has been agreed with and proposed by the Commission during the inception
phase of the EU – Georgia/Moldova TSIA. It is considered a conservative estimate for NTMs and has been used in many
past TSIA reports conducted by Ecorys. Most importantly, the TSIA EU – Georgia/Moldova, but also EU – India and EU –
ASEAN.
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2.

8% point reduction in TCE for those Armenian sectors affected more lightly by SPS and TBT –
but 50% is taken off to compensate for higher production costs to meet the higher standard =
de facto 4% point reduction;

3.

0% reduction in TCE for other Armenian sectors;

4.

2% point reduction in TCE for all agriculture & manufacturing sectors due to trade facilitation .

9

3. For other nations towards Armenia (exports and imports) we also model MFN spill-overs worth
25% of the liberalisation level with the EU
Example NTM of SPS: if we look at SPS standards for cereal production, standards diverge heavily
leading to only minimal exports from Armenia to the EU. If this sector is heavily affected by SPS
(and it is because in this example we assume minimal exports), a drop of 8% in trade costs is
assumed – based on the Ecorys EU-US NTM study. That means this barrier is reduced (as
explained in the spread sheets). For the total Armenian reduction in TCE on average (just for
scenario definition, not for calculation) we say:

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑇𝐶𝐸 =

∑𝑛𝑖=1(𝜃𝑖 𝜌𝑖 )
𝑛

Where sigma is the trade weight and rho the sector, with n the total number of sectors.

2.1.5 Outputs from the CGE model
The CGE model results in the following output indicators (see Table 2.2 below)
Table 2.2 Indicators generated by the CGE model*
Theme

Indicator

Measurement

1. Aggregate results

a.

Wages (skilled and unskilled);

a.

Percent change;

2. Sector results

3. Environment variables

b.

GDP;

b.

Percent change;

c.

Total exports;

c.

Percent change;

d.

Total imports;

d.

Percent change;

e.

National income;

e.

Billions of dollars;

f.

Terms of trade.

f.

Percent change.

a.

Bilateral exports;

a.

Percent change;

b.

Output;

b.

Percent change;

c.

Value added;

c.

Percent change;

d.

Employment - (un)skilled.

d.

Percent change.

a.

Emissions;

a.

Percent change in CO2

b.

Agricultural;

c.

Fisheries.

emissions;
b.

1. Percent change in output;
2. Percent change in land
use;

4. Social variables

a.

Unskilled wage changes;

b.

Labour displacement;

c.

Measure of inequality.

c.

Percent change in fish catch.

a.

Percent change in household
income;

b.

Percent of workers required
to move jobs;

c.

Change in share of unskilled
workers in total income.

* If necessary also base values are provided to understand the impact of percentage changes.

9
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See footnote 8.
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2.1.6 Limitations
The CGE model gives rise to two limitations, that should be taken into account while evaluating the
results:
Limitation 1: If trade flows at present are zero because of some regulatory barrier that is totally
prohibitive, CGE cannot model anything because it does not have a base to start from – this will
have to be added qualitatively (e.g. based on shares in similar markets) after the CGE modelling.
Limitation 2: It is impossible to make cost adjustments for approximation – in terms of domestic
cost levels. We have used very conservative NTM liberalisation effects (e.g. 8% instead of 16% for
ambitious liberalisation; 4% instead of 8% for limited liberalisation) to take this cost increase effect
into account to some extent.

2.2

Social analysis
There is a range of potential social effects that can be associated with free trade agreements and
hence in this section we outline our methodological approach to capture the social dimension of
processes related to the DCFTA. They can be related to changes in the economic structure induced
by adjustment to the new trade regime (e.g. sectoral reallocation of labour, changing demand for
certain skills and competences, changing price and wage structures, etc.). There can also be
important interactions between the DCFTA and the progress on the decent work agenda, including
aspects related to implementation of the ILO Core Labour Standards and changes in other social
policies and practices.
We plan to combine a quantitative simulation exercise combining the CGE model outputs with
household-level data based on a representative household survey and a range of qualitative
approaches. These are discussed in the next two subsections.

2.2.1 Quantitative analysis
Free trade agreements may influence the social situation of the various groups of the population
differently, thus affecting the distribution of welfare among individuals and households. These social
effects depend both on the aggregate macroeconomic effects (e.g. changes in relative prices) and
the characteristics of the analysed economies, specifically the distribution of household income and
expenditure shares among economic sectors and particular product groups, which are difficult to
incorporate into the CGE model. Therefore, a closer look at social effects of the future EU-Armenia
DCFTA beyond the CGE framework is needed.
The key social effects that are typically analysed in the literature include the consumption effect and
the labour income effect. The consumption effect arises as a result of changes in relative prices of
the basket of goods and services purchased by households. For instance, higher food prices will –
other things being equal –affect more negatively (in relative terms) poorer strata of the population
that tend to spend a higher proportion of their total income on food. As an illustration, our
calculations based on 2010 household budget survey data for Armenia show that non-poor
households spend on average around 40% of their total expenditures on food. Among poor
10

households this share reaches almost 50% .
10

This uses the official definition of poverty applied by the Statistical Service of Republic of Armenia. On this measure 2010
poverty rate was above 30%.
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Income effects arise when relative wages and/or prices of goods produced and sold by households
(e.g. agricultural products) change. The scale of this effect depends greatly on the structure of
household income. Poor households tend to rely more on subsistence farming. For instance in
2010, the share of non-purchased food products in total household consumption among poor
population of Armenia was 12.2%, while average figure for non-poor was 9.5%. Furthermore,
income from selling agricultural products covered around 40% of poor household consumption
(30% for non-poor). Hence poor households can compensate the negative consequences of food
price increase by applying such coping strategy as subsistence farming.
The analysis proposed for this study follows the methodology applied by our team to the Trade SIA
11

of the DCFTAs with Moldova and Georgia, hence assuring comparability of assessments . The
12

methodology draws from the work of Chen and Ravallion (2003) . The analysis takes as an input
the relative price changes induced by the DCFTA as simulated by the CGE model. These results
are incorporated into the household level data allowing to simulate changes in the households’
welfare.
By applying this approach one can observe welfare affects for every household from the
representative sample of the population. This opens options for a detailed analysis of distributional
effects among various groups of the population. We plan to carry the analysis using a wide range of
indicators describing poverty, inequality, and vulnerable groups based on a subset of Laaken
indicators (see Table 2.3).
Table 2.3 Indicators generated in the additional quantitative social analysis – preliminary list
Theme
1. Poverty

Indicator

Measurement

a.

Poverty headcount;

a.

Change in percentage points;

b.

Poverty gap (depth);

b.

Change in percentage points;

Squared poverty gap

c.

Change in value.

c.

(severity).
2. Inequality

a.

Gini coefficient;

a.

Change in coefficient;

b.

Decile (and quintile)

b.

Change in the ratio.

a.

Poverty headcount by place

a.

Change in percentage points;

of residence;

b.

Change in percentage points;

b.

Poverty headcount by type of

c.

Change in percentage points;

household;

d.

Change in percentage points.

dispersion ratio.
3. Vulnerable groups

c.

Poverty headcount by

d.

Poverty headcount by age

education level;

groups.

The quantitative simulation of social effects of the DCFTA will use as inputs CGE model results and
data from the 2010 edition of the Household’s Integrated Living Conditions Survey carried by the
National Statistical Service of the Republic of Armenia. Data covers 7,872 households, and almost

11

12
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Ecorys-CASE, Trade SIA in support of a Deep and Comprehensive Free Trade Agreement (DCFTA) between the EU and
respectively Georgia and Moldova, October 2012, available at http://ec.europa.eu/trade/analysis/sustainability-impactassessments/assessments/.
Shaochua Chen, Martin Ravallion (2003). Household Welfare Impacts of China's Accession to the World Trade
Organization, The World Bank Policy Research Working Paper 3040. For some comments on the methodology see Alain
de Janvry, and Elisabeth Sadoulet (2008). Methodological Note: Estimating the Effects of the Food Price Surge on the
Welfare of the Poor, mimeo, UC Berkeley.
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30,000 individuals (0.9% of the country population) from all 11 administrative units, which makes it
representative at the regional and national level.

2.2.2 Qualitative analysis
We plan extensive qualitative analysis of social effects. This work will triangulate results from:
•

The CGE model providing inter alia results on changes in relative share of unskilled workers
in total income;

•

Quantitative analysis merging the CGE results with household survey data allowing for
assessment of poverty trends and welfare inequality (including by groups defined be gender,
age, employment sector, geographic region, etc.);

•

Review of literature including recent studies / assessments on social situation in Armenia;
and

•

Extensive stakeholder consultation (discussed in more detail in chapter 3).

All the above should allow for identification of the probability of, expected scale and character of
potential DCFTA effects on equality (broadly defined and notably including gender equality and
non-discrimination) as well as feed into the analysis of impact on various dimensions of the decent
work. In the latter we plan to adopt a broad perspective taking the ILO’s Decent Work Agenda as an
underlying framework. We will follow the ILO’s approach distinguishing the four dimensions that
crucially matter for the agenda as a whole:
•

Creating jobs;

•

Guaranteeing rights at work;

•

Extending social protection;

•

Promoting social dialogue.

Wherever possible the analysis will attempt to quantify potential impacts (using several decent work
indicators) benefiting from baseline information provided inter alia in the recently published ILO’s
13

Decent work country profile of Armenia .
The analysis of job creation / destruction effects at the aggregate level (for the economy as a
whole) will be based (indirectly) on CGE results, specifically estimated effects on total output in the
economy, as well as a review of other studies on this topic, international experience and opinions of
14

stakeholders, especially from the business side . The analysis of job creation / destruction effects
at the sectoral levels will be primarily based on the CGE modelling exercise and consultations with
stakeholders, especially business representatives.
The effects on legal framework and effective implementation of rights at work (including those in
disadvantage position) will be studied taking into account the experience of implementation of ILO
core conventions that was to a degree related to obtaining EU’s trade preference in the form of
GSP+ status since 2009. Key sources of information in this area will include interviews with major
informants and stakeholders (researchers, policy analysts, policy-makers, labour unions, NGOs
active in the relevant fields, business associations, etc.), literature review and analysis of official
reporting schemes inscribed in respective international conventions (mainly ILO core conventions).
The analysis will cover workers in unregistered employment sector(s), and other vulnerable groups.

13

14

ILO, Decent Work Country Profile – Armenia http://www.ilo.org/wcmsp5/groups/public/---dgreports/--integration/documents/publication/wcms_185266.pdf, Geneva July 2012, accessed 3 Aug 2012.
The CGE model assumes fixed overall labour hence it is not possible to calculate overall employment effects in the
DCFTA scenario.
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The potential effects on extending social protection to promote both social inclusion and productivity
will be studied primarily using inputs from stakeholder consultations. The potential heterogeneity of
impact on the situation of various population groups will be explicitly taken into account.
The analysis of potential impact on social dialogue in Armenia will be mainly based on stakeholder
consultations, especially with social partners, i.e. employers and trade unions as well as public
authorities, interviews with experts and analysts of social dialogue processes, and literature review.
The analysis will explore potential interactions between social dialogue and the DCFTA stemming
from the fact that the EU side encourages government of the partner country to involve social
partners (i.e. trade unions and employers' organisations) into a dialogue on the overall reform
process, impacts resulting from the negotiated agreements and on the adjustments needed (e.g.
implementation of new standards) which may have an impact on operation of different sectors.

2.3

Type of human rights effects
Screening for the main potential HR effects of the EU-Armenia DCFTA implies comparing the
current HR situation before signing the DCFTA (see previous section) to the likely situation
afterwards based on predicted DCFTA impacts. The information sources we use for this screening
are the following:
•

Information provided above in the HR landscape for Armenia – HR treaties that Armenia has or
has not signed, status of implementation, and specific HR issues relevant for Armenia (e.g.
those arising from the conflict over the Nagorno-Karabakh region);;

•

The outcomes of the Computable General Equilibrium (CGE) model that provide information on
the main macro-economic changes that stem from the EU-Armenia DCFTA and the results from
the social analysis. These predicted changes serve as the basis for potential HR effects;

•

Discussions with local HR experts and HR-related NGOs in Armenia on specific issues.

The main HR impacts found to stem from trade agreements are summarized by Walker (2009).

15

We will look at the following relations between the DCFTA and HRs:

2.4

-

complementarity between trade law and human rights law

-

role of DCFTA in growth and resources for HR

-

competitive pressure and HR risks

-

DCFTA impact on government capacity to promote HR

-

DCFTA and race to the bottom in HR

-

relative importance of DCFTA and HR enforcement

-

inclusion of HR stakeholders in DCFTA negotiation and implementation

-

‘trade values’ vs ‘human rights values’

Environmental analysis
This section introduces our proposed approach to the assessment of potential environmental
effects of the DCFTA between the EU and Armenia. We first outline the suggested quantitative
analysis that will focus on specific type of environmental effects only and then proceed to a range of
qualitative approaches that should enable studying several aspects of environmental consequences
likely to stem from the DCFTA.

15
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2.4.1 Quantitative analysis
Our quantitative environmental analysis will focus on the effect of DCFTAs on airborne emissions
and greenhouse gases. We will use the same methodology as our team has applied in the Trade
SIA of DCFTAs between the EU and respectively Georgia and Moldova and that were introduced in
one of the first environmental impact assessment performed for the Trade SIA of an FTA between
16

the EU and Russia . In a nutshell our approaches carefully combines:
1.

results of the CGE modelling;

2.

an index-based statistical decomposition analysis , and

3.

external costs assessment based on the impact pathway approach.

17

18

We plan to examine the scale and the structure effects in the analysis of DCFTA-induced changes
in emission of several airborne pollutants and CO2, and in the total external costs attributable to
these pollutants. To assess these effects on pollution, according to data availability, we will compile
emission data per economic sector in Armenia included in the CGE model and link them with
predicted values of sector-level output provided by the CGE model. This approach has several
advantages of which two are particularly worth stressing here. First, it allows considering the
environmental effect through several pressure indicators simultaneously by expressing them in
terms of corresponding damage. Secondly, expressing the impacts in monetary terms allows us to
directly compare involved changes on the environment quality (non-market changes) with other
welfare (market) changes coming from CGE modelling results.
External costs per unit of pollutant for the EU are taken from the database of default damage values
created within the FP6 funded projects NEEDS and CASES (Preiss et al., 2008). Damage factors
for Armenia are taken from the study on social and economic benefits of enhanced environmental
protection in European Neighbourhood Policy Countries and the Russian Federation, Armenia
19

country report . Damage due to climate change will be based on social cost of carbon reviewed in
20

the literature, including latest reviews .
We foresee the following outcomes of this analysis:
•

Predictions on the effect of the DCFTA on emissions of air pollutants such as SO2, NOx and
particulate matters in Armenia for scenario(s) analysed from the economic perspective in the
CGE model;
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•

Computed values of the external costs (welfare changes due to effects on human health,
ecosystems, materials) associated with changes in air emissions and CO2 emission (climate
change damage) released in Armenia and in the EU.

Table 2.4 provides specific indicators that we currently foresee to calculate as part of this analysis.
Table 2.4 Indicators generated in the quantitative environmental analysis – preliminary list
Theme

Indicator

Measurement

1. Environmental variables

a. Emissions of CO2, SOx, NOx

a. Percent change;

and particulate matters.

Change in tonnes.

b. Environmental benefits (external

b. Percent change;

costs attributable to emissions of

Million euro

those pollutants).
2. Environmental and social

c. Health effect (mortality and

variables

morbidity) due to change in

c. Million euro.

emissions.

2.4.2 Qualitative analysis
The quantification of air emissions will be complemented by qualitative analysis covering issues
such as potential DCFTA impact on biodiversity, land and water pollution, resource efficiency, etc.
Given the potential linkages between the DCFTA (and more broadly the Association Agreement)
and ratification and implementation of multilateral environmental agreements (MEAs) in Armenia
this issue will also be analysed.
We will carry out the analysis by performing the following activities:
•

Critical interpretation of CGE results at the sectoral level;

•

Extensive literature review focusing on issues that are directly applicable to the Armenian
situation;

•

Selective analysis of official reporting schemes and commitments under international
environmental agreements;

•

consultations with all interested stakeholders (through on-line tools, workshop in Yerevan and
other means) and specifically also interviews with key informants and stakeholders.

In order to identify and assess the likely impact of the DCFTA it is necessary to establish a baseline
situation. For this reason we will provide a concise environmental profile of Armenia. The analysis
of the baseline situation and of the potential DCFTA-related impact will take into account existing
21

work in the area and will involve local actors and stakeholders to the maximum possible extent .
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Consultation plan and stakeholders

The ToR request the development of a stakeholder consultation plan. During the inception phase,
we have developed this plan, in consultation with our local partners/ experts and the EU Delegation
in Armenia. We consider the consultation plan as a “living document” that may be further adjusted
during the course of the project, depending on the feedback from CSOs, new insights or
unexpected developments.

3.1

Relevant stakeholders
We identified potential stakeholders in Armenia and the EU through a number of channels:
•

The Steering Committee suggested a number of relevant stakeholders in the EU and in
Armenia during and after the kick-off meeting;

•

Contacts were established with the EU Delegation in Armenia, who provided further
suggestions;

•

The local partners have established a connection with the ‘European Movement’ in Armenia.
The Movement regularly organises events aimed at promoting European values and closer
integration with the European structures;

•

The local partners of the ECORYS-CASE consortium in Armenia identified a large number of
civil society players who actively participate in and promote the Europe-Armenia integration
process;

•

The ECORYS-CASE consortium identified relevant EU stakeholders based on its past
experience in Trade SIA consultation processes, and identified a number of additional
stakeholders that are especially relevant for Armenia;

•

We have made contacts with relevant other organisations such as ECOSOC and EBRD for
possible further contacts. We will follow up with these organisations immediately after the
publication of the inception report.

This has resulted in a list of relevant stakeholders for both the EU side and the Armenian side. As
the lists have become quite long, the different stakeholders are grouped by category and the full list
is included in Annex A.
Although we already identified a number of stakeholders (e.g. trade unions, business associations
and employers' organisations for important sectors) which are crucial to involve, we will not make a
final selection at this stage. Only after our first awareness and dissemination activities (e.g.
launching of website, sending out newsletter), civil society meeting in Brussels, and further
discussions with our local experts as well as with the EU Delegation in Armenia we will be able to
identify which ones are the ones most important for the Trade SIA, and the most interested and
active in the DCFTA debate. The extent to which certain organisations will be involved will also
depend on the outcomes of the first phase, i.e. on the specific sector or social, environmental or
human rights issues that come out as being affected by the DCFTA.

3.2

Nature of the civil society landscape
The development of civil society in Armenia
In some ways, civil society in Armenia has a very long history (as non-formal and self-organised,
associational life); in other ways (civil society as a democratisation process) it is only beginning to
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emerge as a social force for positive change. Since the 1990s, after the collapse of the Soviet
Union, much of civil society in Armenia has been constructed through foreign aid. The availability of
financial support from numerous international donors and private foundations (primarily from
Diaspora groups), allowed for a rich funding environment for various types of non-profit
organisations to develop. The sector has flourished through private and public financial and expert
assistance over the last 12 years, and in 2011 the Ministry of Justice of the Republic of Armenia
reported the registration of about 3749 NGOs, 750 foundations and 301 unions of legal entities.
However, only 15-20% of them are active. The largest and most active organisations are located in
Yerevan, though recently an increase in the activity of regional CSOs has been observed.
Most CSOs in Armenia interact with state institutions and agencies in the course of their regular
activities. The ability of NGOs to provide valuable, essential, and user-friendly expertise and to
facilitate citizen involvement in the policy process has increased since 2008 thanks to the policy of
the Government. Nevertheless, despite small improvements, the cooperation between the
Government and CSOs, according to surveys, still remains weak mainly as a result of CSO
advocacy campaigns against state bodies.
In addition several shortcomings were also identified by international organisations. According to
the “2011 CSO Sustainability Index for Central and Eastern Europe and Eurasia” published by
USAID, Armenia received a 4.0 in the CSO Sustainability Index. This is an average indicator on a
1-7 scale. The research identifies following weaknesses:
•

low level of financial sustainability - Armenian CSOs rely solely on international donor funding,

•

low level of organisational capacity - Leader-dependent decision making and limited

without diversifying their income sources;
opportunities for rotating leadership are among the typical manifestations of weak internal
governance and poor integration of formal management structures;
•

weak public image - another issue affecting the effectiveness of CSOs is that they reach only
a small segment of the Armenian population. The CSOs have failed to extend their outreach
and rally greater support and higher levels of citizen participation in their activities,
conditioning low membership and volunteering levels with Armenian CSOs.

Weak inter-sectoral cooperation and communication, lack of long-term strategy and
underdeveloped and personalized state-civil society relations complete the list of weaknesses of
Armenian CSOs.
22

According to the main findings of recent research , various policy documents, specifically those
meant for the European community, encourage CSO participation in concrete sectorial policymaking in the Armenian economy. The major issue is the lack of mutual trust. Armenian CSOs
believe the government discourages and marginalises their involvement in the policy-making cycle,
and the Armenian government claims that at times CSOs lack the necessary expertise to
constructively engage in this cycle and they end up with providing deconstructive criticism which
does not help address issues.
The current legislation prohibits Armenian CSOs from engaging in any kind of income generating
activities. CSOs do not benefit from automatic tax exemptions, although in some cases, they can
apply for an exemption from VAT for specific projects through the State Humanitarian Commission.
A draft law on NGOs tabled by the Government in 2010 at the National Assembly imposes strict
financial control over NGOs. Inter alia it instructs the NGOs with annual budget of 1 million drams

22

38

Counterpart International and USAID “Supporting Policy, Regulatory and Institutional Reforms for Civil Society
Development in Armenia: Existing gaps and recommendations”.

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

(EUR 2,000) to publish annual statements and list of implemented projects in newspapers having
circulation of not less than 1,000 copies.
At the same time recent developments show the willingness of the Government to involve CSOs in
policy development or implementation processes and from time to time the State even allocates
grants to CSOs (see the order of the President of RA No. NH-118-N, 19.05.2008).Representatives
of civil society and the government are currently jointly making efforts to improve the relevant
legislation. The recent discussions held between parliamentarians and civil society representatives
on draft changes in the Law on Civil Society Organisations in September 2012 provides a good
example of these efforts.
Active CSOs and public confidence in CSOs
As already mentioned, only 15-20% of registered CSOs are actually active in Armenia, public
confidence has been low and the Government has not always taken clear ownership of the
development of this sector of society.
On a positive note, in more recent times government agencies and institutions have changed their
internal procedures to better cooperate with CSOs and absorb their input. Government has made
efforts aimed at creating the necessary proactive and effective models of interaction with civil
society, private sector and citizens in general. Thus in 2008, the Government came up with the idea
of forming a Public Council - an all-inclusive, representative council where all voices from the public
get a chance to be expressed. The Public Chamber formally became operational in 2009 and
functions as a public body with the purpose to enable the society to engage in the process of policymaking carried out by the government which in turn insures that the government's activities go in
line with societal demands. In addition, despite the traditional reliance on foreign donor
organisations, Armenian CSOs are attempting to change the status quo and are therefore starting
to focus fundraising efforts on diversifying their resource base.
Business and business associations are being consulted by the Government regularly. The
Business Support Council is the prime venue where the business meets the government. The
council was established under a presidential decree signed on December 31, 2000 in an effort to
promote private enterprise and investments, as well as to remove administrative barriers to
entrepreneurship in Armenia.
The council is chaired by the Prime Minister of the Republic of Armenia and is composed as
follows: Chief Economic Adviser to RA President (in the capacity of vice-chairman), Ministers of
Finance and Economy, Mayor of Yerevan, ADA CJSC Executive Director, President of Trade and
Industry Chamber, business community representatives involved on the basis of rotation (50
businessmen altogether). Council members are elected yearly by Prime Minister’s decision.
Currently all major business associations are members of the Council.
The National Council for EU-Armenia Cooperation for the Purposes of Implementation of the ENP
EU-Armenia Action Plan (hereinafter GoAm National Council) was established by GoAm Decree N
1282 / September 7, 2006, as amended on July 2, 2009 under GoAm Decree 795. In particular, this
Committee should facilitate the coordination of interrelations between the Armenian state bodies
and civil society stakeholders pertaining to EU-Armenia integration.
Previously recorded low level of public trust towards CSOs has increased considerably in the last
few years, although it still remains limited. In particular, according to CIS population survey 40% of
the Armenian population has a high level of trust in CSOs. This percentage points to a positive shift
in the levels of the population’s trust of civil society. When disaggregating the data, it appears that
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the most trusted type of CSOs is the church, with 78% of the Armenian population having a great
deal or quite a lot of confidence in it. This is followed by charitable or humanitarian organisations
(59%); women’s organisations (49%); environmental organisations (48%); political parties (19%)
and labour unions (19%).

23

The relatively low level of trust in labour unions is remarkable.

Some remarks on specific civil society players relevant to the Trade SIA consultation
process
Business associations
Companies are important direct beneficiaries of DCFTA. There are around 150,000 registered
companies in Armenia, most of which are small and medium enterprises (SMEs). Despite being the
main stakeholders of the DCFTA, the business associations are not directly involved in the DCFTA
negotiation process. The only representative of business associations involved is the Chamber of
Commerce and Industry of the Republic of Armenia. Nevertheless, the business sector is informed
about the negotiation process through press conferences and/or meetings of state and business
representatives.
The following business associations are among the influential organisations in the field of
economy:
•

Chamber of Commerce and Industry of the Republic of Armenia (CCI)
Chamber of Commerce and Industry of the Republic of Armenia was founded in April 2002 in
compliance with the Armenian law on "Chambers of Commerce and Industry". The primary
mission of the Chamber is the improvement of business environment, promotion of export and
investments, support to SMEs, thereby contributing to economic growth of the economy. CCI
represents the interests of SMEs active in all business areas including industry, local and
foreign trade, agriculture, financial system and other directions;

•

The American Chamber of Commerce in Armenia (AmCham)
The American Chamber of Commerce in Armenia is the leading business association in the
country with around 100 members from all business segments. AmCham Armenia has been
operating in Armenia continuously since 2000. Through advocacy efforts aimed at such areas
as tax legislation and customs administration, AmCham Armenia represents its members'
business interests in Armenia to the Armenian government, international organisations, and to
the wider business community.

•

Union of Manufacturers and Businessmen (employers) of Armenia (UMB(E)A
UMBEA was founded on March 23, 1996. It currently has around 130 members across different
sectors of the economy. It unites businessmen who hold a leading position in economic entities.
An important part of the UMB(E)A’s activities include the active participation in improving the
economic legislation and protection of interests of local manufacturers, development of
international business co-operation, and creation of mutually beneficial relations for companies
inside Armenia and abroad.

•

Armenian British Business Chamber (ABBC)
ABBC belongs to the bilateral type of chamber for companies which share a common interest in
trade and commerce between the two countries. The chamber was established in 2010. The
mission is to represent and further the interests of each of its member countries. They count on
achieving it through the promotion and encouragement of bilateral trade and investment. 37
Armenian and British companies are members of the ABBC.

•

“Merchants of Armenia” NGO
The NGO was established in 90s to “protect the rights of merchants” (though they mainly
advocate for the rights of petty traders).

•

23
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Union of Banks of Armenia

See CIVICUS Armenian Civil Society: from Transition to Consolidation; Report of the CIVICUS Civil Society Index 2010
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Union of Banks is the most powerful industry group. The Union was founded on 27 July, 1995,
according to the RA law on “Banks and Banking” and number one decision of commercial
banks’ constitutive meeting. At the very moment of its establishment 31 commercial banks
entered into the membership of the Union. Currently, all 21 commercial banks are the members
of the Union. The Union is the legal entity non-commercial organisation and its goal is protect
the corporate interests of its members.
It should also be mentioned that there are a number monopolists/oligopolists in the Armenian
economy, in common parlance often referred to as ‘oligarchs’. They have direct links to the core
decision-making institutions (Presidential administration, Prime Minister’s office, key Ministries,
National Assembly) and do not usually participate in public debates and consultations.
Employers’ associations
The Republican Union of Employers of Armenia (RUEA)was established on 15 November 2007, in
accordance with the “Labor Code of RA” and the requirements of the law on “Employers Unions”
(adopted in February 2007). It aims at the improvement of business environment and advocacy of
business community. According to its own data RUEA unites 6 territorial and 5 sectorial unions and
has about 10000 members, including SMEs and sole entrepreneurs. There appear to be some
discrepancies in the number of enterprises belonging to employers’ organizations. Calculations on
the share of enterprises belonging to employers’ organization as percentage of registered
24

enterprises indicate the figure of around 1.4% as of 2010 suggesting lower membership of RUEA .
25

RUEA has been a member of the International Organization of Employers (IOE) since April 2011 .
Trade unions
Trade unions have an established infrastructure at the national, regional and local levels, and enjoy
high individual membership (union density rate of around 45% in 2010, down from above 80% in
26

early 2000s) . Each sectorial trade union has its own constitution. The trade unions have good
cooperation with the state and were actively involved in the development of the relevant legislation.
However, as mentioned, public confidence in trade unions is relatively low, which may reflect a
distrust of the extent to which they truly represent public interests .
The Confederation of Trade Unions of Armenia was established in 1992 and currently has 24
branch trade unions, above 700 primary trade unions (members of the branch unions) and around
250,000 individual members (less than half the 2002 figure of 544,000

27

There is a significant

gender difference in union membership with very low proportion of women workers belonging to
28

trade unions .
Other
Consumers are also important stakeholders, as the DCFTA will impact on prices and quality of
several goods and services. Consumer issues are among the priority issues of the government
thanks to the Government policy and active role of consumer protection organisations.
The role of tripartite partnership is growing significantly in Armenia allowing to increase the
involvement of business, trade unions and employers in the developing of industrial and trade
policy. The newly developed industrial strategy focusing on 11 sectors of the economy and the

24
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The data are reported in ILO (2012), Decent Work Country Profile Armenia.
http://employers.am/AboutUs.aspx?lang=eng
The density figure (ratio of total employees in Armenia is calculated using the Confederation of Trade Unions of Armenia
data and is reported in ILO (2012), Decent Work Country Profile Armenia.
ILO (2012), Decent Work Country Profile Armenia and the CTUA website http://www.hamk.am/ provide somewhat different
figures.
ILO (2012), Decent Work Country Profile Armenia
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cooperation memoranda with unions and business representatives as well as public private
partnership in the framework of this new strategy illustrates the general tendency towards closer
cooperation between the three main pillars of industrial relations.
DCFTA consultation
EU-Armenian DCFTA negotiations have been launched in June 2012 and already two phases have
been completed. The EU Advisory Group of Armenia in collaboration with the Ministry of Economy
organised a seminar focused on the challenges and opportunities of a EU-Armenia Deep and
Comprehensive Free Trade Area in July 2012. The attendees of the discussion included business
associations, economic operators, international organisations and officials involved in the regulation
and management of international trade and investment.

3.3

Risks to the stakeholder engagement plan
There are a number of risks for the Trade SIA consultation process, some of which stem from the
nature of the civil society landscape in Armenia as described above and some of which are inherent
to consultation processes more generally. Table 3.1 below identifies the main risks to the
stakeholder consultation process and how they will be dealt with.
Table 3.1 Risks to Trade SIA consultation process and ways to mitigate them

1

Risks

Approach to mitigate risks

Lack of participation of CSOs in the

The first step to address this risk is to increase awareness of the

consultation process, due to

Trade SIA and the DCFTA negotiations more general. This

unawareness, fear for political

includes a careful planning of the consultation process and

sensitivity or other reasons.

presentation of a clear message on its mandate, objectives, full
transparency of the process, etc. Dissemination activities
described in the next section (e-mails, website, etc.) will be an
important tool for this.
If participation remains limited, more targeted activities (personal
mailings, telephone calls) may be considered.
Early engagement with key stakeholders in the field (e.g.
institutions that are already involved in the DCFTA-related
debates) should help in persuading other, potentially initially
hesitant stakeholders.
Our local partners were in part selected because of their strong
networks among local CSOs, or their active engagement in e.g.
academia. Their resources and networks will be actively
engaged throughout the study.

2

Lack of capacity of stakeholders to

Although the lack of capacity cannot be solved by this study, this

actively engage in debate

problem can at least partly be addressed in the following ways:
-

we will present the background of our study and
preliminary results in a clear and understandable (i.e. nontechnical) way, and as much as possible in the local
language;

-

we will send information to relevant stakeholders as early
as possible, to give them sufficient time to digest the
information and prepare a response;

-

If needed, we can develop questionnaires for certain
stakeholders that will help to develop their position.

4
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Underrepresentation of certain

If important stakeholders are underrepresented, we will adopt a
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Risks

Approach to mitigate risks

stakeholders, e.g. due to non-

mix of ta king to independent experts (e.g. academics) and

existence of representative

individual stakeholders. As part of our local consultation efforts

organisations

we will encourage actively engaging such organisations in e.g.
smaller events or through local publications via our partners.

5

Limited use of the Trade SIA website

We will encourage use of the website through regular news
updates via our mailing list and by encouraging our partners and
relevant organisations (e.g. stakeholder organisations) to make
reference to the website on their respective sites or in other
publications. In addition we will explore the use of social media
and specialised mailing lists to enhance our message and
provide a platform for discussion and/or reach groups that may
not be so easily reached via a website.

3.4

Consultation activities
The main activities that will be used to involve civil society in the consultation process are described
in the proposal and are briefly summarised below. The results of each of these activities will be
carefully reported in the interim and final report, and on the website or in separate documents.
1. Electronic consultation and documentation
During the inception phase, a dedicated website has been launched for the Trade SIA EU-Armenia
that is linked to the existing Trade SIA websites of ECORYS developed for previous Trade SIA
studies. Links will be established between the DG TRADE website and the project website to
facilitate accessibility of information.
The website for the Trade SIA EU-Armenia will be available at:
http://tsia.ecorys.com/armenia/
The dedicated email address for the study is tsiaarmenia@ecorys.com
The project website is an essential part of the consultation process and provides a meeting place
for the consultants and all stakeholders, facilitates dissemination of information and the
incorporation of feedback. The website will contain the following main features:
•

a discussion forum;

•

a mechanism for feedback;

•

links to the websites of main stakeholders that are involved in the process;

•

a section on the background of the study;

•

a section containing relevant documentation, including 1) background material on the Trade
SIA methodology, 2) documents that are relevant for the negotiations/our study, and 3) all
project reports (both draft and final versions) as well as slides / minutes of
meetings/presentations conducted for this study;

•

a section with news items.

ECORYS and CASE will encourage and promote the website among its own networks as well as
through the networks of its partners, so as to enable continuous feedback from interested
stakeholders. This will facilitate validation of results and improvement of the impact analyses. The
list of stakeholders identified in the previous chapter will be used for this (e.g. launching of the
website, newsletters, notification of publication of reports, etc.).
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In addition to the website, we look at other social networks (e.g. twitter, Facebook and LinkedIn) to
be used effectively if the involvement of civil society will be lower than expected.
The total number of Facebook users in Armenia is 356,280, or approximately 12% of the total
population. The penetration of internet use is higher and stand at approximately 26%. Social media
appear to be popular in academic and business environments. For example in Universities some
topics may be discussed with students and colleagues via social media.
A mailing list will be developed that includes NGOs, business associations, industry groups and
special interest groups. Regular newsletters will be sent to them advising about the project activities
and soliciting their inputs.
2. Public Meetings
In close cooperation with the relevant Commission Services we will organise two public meetings in
Brussels to meet and engage with EU civil society and key stakeholders on the findings,
methodologies, assumptions and choices made during the Trade SIA study. A first meeting will take
place following submission of the draft inception report and a second will take place following
submission of the draft final report. The first meeting is planned on 12 December 2012. Additional
meetings may be set up on an ad hoc basis. At each stage we will present and explain the work
completed and ask for constructive criticism on (parts of) our work in order to stimulate debates
regarding the methodology used and outcomes generated.
3. Workshop in Armenia
In close consultation and cooperation with the EU Delegation in Armenia we will organise a
workshop in Yerevan at the end of Phase 1/beginning of Phase 2. This workshop is intended to
validate the results of the overall analysis and is also important for the in-depth analysis of sectors
and horizontal issues in the second phase of the project.
The logistical organisation of the workshops in Armenia (Yerevan) will be done to a large extent by
Ecorys’ local project partners under close guidance and coordination from Ecorys, which will remain
responsible for the preparation and content of the workshop. The main elements are:
•

Make a proposal to the Commission Services for the content and programme of the
workshop, including a list of speakers, moderators and CSOs to invite. When agreed this will be
communicated;

•

Communication about the workshop date and venue, agenda, participants as well as results
to stakeholders via the project website, mailing list and possibly other media (e.g. through
partners, Facebook page, etc.). We will promote the workshop, invite civil society participants
and also publish the results of the workshop meetings. Press releases will be issued before and
after the event. Participants will be made aware that the EU is financing the local workshop, and
the EU logo will appear on all conference-related documents;

•

Pre-conference Documentation: We will carefully prepare proper documentation for the
participants of the workshop (made available in time via the electronic documentation centre).
The documentation will at least contain the global analysis and modelling parts of the study
(Phase 1) and translations of the executive summary. For Phase 2, the sectoral Trade SIA, we
will provide as much information as already available at that point. In addition we will provide
participants with contextual information and academic articles to prepare them in more detail for
parts of the project results (e.g. the modelling results). All necessary documents are in English
and will be translated into Armenian and Russian. English will be the working language for the
workshop, with simultaneous translation into the languages mentioned above;

•

Participants: The number of participants is a maximum of 40 invited NGOs, with balanced
representation from local business, national administrations, social partners and civil society. In
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addition representatives from international organisations and the EUAG will be invited.
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Some

of the invitees may act as speakers or moderators. The list of participants will be prepared in
cooperation with the Steering Committee, local partners, and the EU Delegation in Armenia;
once agreed, we will send invitations to the participants;
•

Content of the workshop: The specific content of the workshop is of course not yet known at
this point, but some general elements will be present:
-

We will invite speakers and moderators to emphasise the importance of the workshop;

-

There will be time for a concise presentation of all results obtained so far;

-

There will be sufficient time for discussions and feedback on each part of the study;

-

The workshop will be interactive and professionally moderated;

-

If needed, we will make use of productive parallel sessions;

-

The results will be carefully documented and clearly summarised in order to be included into

-

The programme will be developed in close cooperation with the Steering Committee.

the study and presented when needed;
•

Post-conference Documentation: Ecorys and its partners will prepare post-conference
documentation, including the proceedings of the conference, details of action suggested as
follow-up of the conference and an executive summary including an analysis of the discussions
setting out the main points raised and conclusions and an analysis of actions proposed by
conference participants.

Our local partners will arrange for the logistics in terms of catering, equipment, hostesses, travel
and accommodation arrangements, registration, simultaneous translation, etc.
Project partners will also be asked to promote the Trade SIA locally as well, through their websites,
media and other contacts.
4. Attendance of other relevant conferences, workshops, meetings, etc. preferably including
a presentation of the results of the study
In order to reach a wider audience and to achieve efficiencies, we will link up to other conferences,
workshops or meetings planned, both in the EU but especially in Armenia. Our local partners have
contacts in organisations actively involved in such events (e.g. research institute, ICHD) and we
have contacted the ECOSOC to inform them about our study and enquire about possible upcoming
events. Similarly we have also made contact with the EBRD in Armenia. We will follow up with
these contacts to check on possible events in Armenia that we could link to and possibly present
the study and its findings.
5. Personal interviews with individual representatives of civil society & key stakeholders
Personal interviews and possibly small surveys will be used in the project, but given the scope of
the project, this will only be done selectively. This instrument will thus be applied only in a targeted
manner, to receive feedback from crucial stakeholders in the Trade SIA process or on specific
issues or topics. We envisage individual meetings to take place especially in the margins of the
local Trade SIA workshop.

29

Separate bilateral meetings will be organised with representatives of the government.
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4

Literature, tools and references

As input to the Trade SIA, we have identified several references and relevant literature. A list of
literature and websites identified is presented in Annex B. A distinction is made between materials
relevant for Armenia in general, and materials or references important for the modelling specifically.
The modelling tools (e.g. CGE model) are discussed in Chapter 2 and the tools applied in the
consultation process in Chapter 3.
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5

Preliminary Screening on Key Sustainability
Issues

5.1

Screening and scoping throughout the study
In line with the overall analytical framework of this Trade SIA, an elaborate screening and scoping
exercise will be performed as part of the study at the end of Phase 1 (overall analysis). This
analysis serves to identify in which areas the DCFTA under negotiation is expected to have
significant impacts. Based on this identification, up to four sectors and related horizontal issues
(e.g. SPS, IPR, etc.) of expected significance under the DCFTA can then be selected for more
detailed analysis in Phase 2 of the study.
Already at this stage of the study, however, we have conducted a preliminary screening exercise in
anticipation of the broader exercise at the end of Phase 1. This is done in order to ensure that
attention and resources are focussed on the main issues as early as possible. The preliminary
exercise is also used in order to design appropriate modelling specifications for Phase 1. This
preliminary analysis is provided in section 5.3.

5.2

Criteria used for screening and scoping
The screening and scoping exercise will be mainly based on the results of the overall analysis of
impacts in Phase 1 from the CGE model, additional analysis and stakeholder inputs. The main
criteria used for screening and scoping are listed in the table below. These criteria will be directly
applied to select up to four sectors and related horizontal issues that will be analysed in more detail
in Phase 2. The first four criteria have also been used in previous Trade SIAs. The fifth criterion is
added, as we have learned from earlier studies that there are always specific products, sectors or
issues that receive specific attention in the negotiations. By adding this criterion, the Trade SIA can
become even more relevant for the negotiation process. The final selection will be done in close
consultation with the Steering Committee.
Table 5.1 Selection criteria applied in screening and scoping exercise
Number

Criterion

Main sources of information

Criterion 1

Initial importance for economy (GDP,

GTAP data

employment, trade shares)
Criterion 2

Economic impact from DCFTA

CGE modelling; causal chain analysis

Criterion 3

Social / environmental importance / impact

CGE, additional social / environmental

Criterion 4

Stakeholder issues of special importance

Criterion 5

Strategic importance of sector/issue in the

modelling; causal chain analysis
Stakeholder consultation; additional
documentation
Steering Committee, negotiating teams

negotiations

Criterion1: Initial importance for economy
The potential impact of a DCFTA on economic sectors differs with regard to the importance and
position of this sector in the economy; e.g. a small change for an important sector (in terms of value
added or employment) might cause more impact than a large change for a very small sector at
national level. The initial importance of sectors for the economies under consideration, in this case
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the Armenian economy, are assessed making use of output, employment and trade share figures
(i.e. sector share in total value added, sector share in total employment, sector share in exports).
Such figures provide a first filter by indicating the relative importance of sectors – and hence for
which areas even small (percentage) impacts from the DCFTA can have significant implications for
the country / region. The mirror image and risk of (over)analysing impacts in areas that are only of
very small absolute size and hence of limited importance for the economy as a whole, is also
avoided through this criterion.
For reasons of consistency, the analysis will be based on the GTAP data used in the CGE model
for the same sectors as specified for the modelling (see section 2.1).
Criterion 2: Impact from DCFTA
This criterion assesses the expected economic impact on sectors or issues as a result of the
DCFTA. This is done making direct use of the outcomes of the analysis in Phase 1, mainly from the
CGE model and causal chain analysis. The dynamic CGE model results will also ensure that the
‘enabling nature’ of certain catalysing sectors (such as transport) is taken into account. Combined
with the first criterion this criterion provides clear insights in where the main (economic) impacts
from the DCFTA are likely to occur.
Criterion 3: Social / environmental impact
This criterion assesses in which areas and sectors specific direct and indirect effects on social
(including human rights) and environmental issues are expected. Such effects can for example be
impacts in sectors induced by changes in production structures (e.g. decline of sectors that employ
many unskilled workers), or impacts in areas where specific issues are already at play (e.g.
negative environmental effects of the mining sector).
The outcomes of the CGE model relating to social and environmental indicators (e.g. wages of
unskilled labour, CO2 emission) as well as the additional quantitative and qualitative environmental
and social analysis in Phase 1, focussed on airborne emissions/GHG and poverty/income
distribution, respectively, are used for this criterion.
Criterion 4: Stakeholder issues of special importance
This criterion aims to flag the issues of specific importance for the various stakeholders involved in
the DCFTA process. This can include areas that are considered as important for various reasons by
a large part of the stakeholder community and/or in the public opinion. In addition, it can include
issues of special political or policy importance or issues of significance for the relations between the
EU and the Republic of Armenia.
Comments and feedback obtained from stakeholders, in particular civil society and experts through
the consultation process is an important input for this assessment. An additional literature review
(including information from the relevant feasibility studies, fact finding missions, action plans and
progress reports) will complement these consultations.
Criterion 5: Strategic importance of sector in the negotiations
This criterion aims to identify the reality of the DCFTA negotiations and issues that are of specific
importance to the actual negotiations. Suggestions, comments and feedback delivered by the main
negotiators on specific issues (e.g. a specific product, sector, horizontal issue) that are of the
greatest importance in the negotiation process is a crucial and important input for this assessment.
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5.3

Preliminary screening of key issues Armenia
Criterion1: Initial importance for economy
Table 5.2 and Table 5.3 provide the top 15 export sectors from Armenia to the EU and from the EU
to Armenia, respectively. The data are based on GTAP 8.0 and represent 2007 figures, as these
are the most recent available trade data at this level of (sector) detail. During the next Phase of the
study, extrapolations and estimations will be made towards 2010, the baseline year for this study. In
the next phase, the results from this extrapolation will be used in the more detailed screening
exercise.
For Armenia, primary metals is by far the most important export sector to the EU, followed at a
distance by other manufacturing, other minerals and other transport. When adding the trade shares
of these top 15 sectors, it shows that together they represent over 94 percent of total Armenian
exports to the EU.
For the EU, exports to Armenia are less concentrated, with lower differences in the relative shares
of the top exports and the top 15 exports accounting for 83 percent of exports. The top-3 export
sectors are other machinery and equipment, primary metals and other minerals. The fact that
metals and minerals are important export products to both trade partners shows that there is intraindustry trade in these sectors.
Table 5.2 Top 15 Armenia exports to EU
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Nr.

Sector

Share in Armenian exports to EU (%)

1

Primary metals

38.8

2

Other manufacturing

12.8

3

Other minerals

6.6

4

Other transport

5.2

5

Communications

4.4

6

Trade

4.3

7

Business and ICT

4.1

8

Air transport

3.2

9

Public and other services

3.0

10

Textiles and Clothing

2.9

11

Construction

2.3

12

Utilities and gas distribution

2.1

13

Chemicals, rubber, plastics

2.1

14

Finance and insurance

1.6

15

Beverages and tobacco

0.8
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Table 5.3 Top 15 EU exports to Armenia
Nr.

Sector

1

Other machinery and equipment

Share in EU exports to Armenia (%)
13.2

2

Primary metals

10.0

3

Other minerals

8.0

4

Chemicals, rubber, plastics

7.3

5

Textiles and Clothing

5.3

6

Electronics, computers

5.1

7

Motor vehicles

5.1

8

Air transport

4.7

9

Business and ICT

4.1

10

Other transport

3.9

11

Other manufacturing

3.8

12

Wood, paper, publishing

3.6

13

Fabricated metals

3.5

14

Other processed food

3.1

15

Finance and insurance

2.8

Table 5.4 below presents the most important sectors for Armenia in terms of value added (GDP)
and skilled / unskilled labour employment, respectively, ranked on the basis of the sector share of
total in the Armenian economy. These data are again 2007 figures taken from GTAP 8.0.
Construction is the most important sector in terms of value added and unskilled employment, and
ranks second for skilled employment. Public and other services ranks second in terms of value
added but is the sector employing the highest share of skilled labour. Other sectors important in the
Armenian economy are utilities and gas distribution, dairy products, and trade.
Table 5.4 Top 15 sectors Armenia, share of value added, skilled and unskilled employment, 2007
Sector

Share in

Share in

Share in

value

skilled

unskilled

added

labour

labour

(%)
1

Construction

34.08

(%)
Public and other

(%)

42.51

Construction

24.13

services
2

Public and other

11.02

Construction

13.74

Dairy products

8.46

8.76

Utilities and gas

10.88

Public and other

7.25

services
3

Trade

distribution
4

Utilities and gas

8.28

distribution

Other processed

services
4.75

Utilities and gas

4.62

Trade

6.50

food
Finance and

7.05

distribution

5

Dairy products

4.86

6

Animal products

3.81

Communications

4.08

Animal products

6.22

7

Other processed food

3.55

Trade

3.95

Other processed

5.91

8

Veg, fruits, nuts,

3.37

Dairy products

3.82

3.23

Other transport

2.60

insurance

food

oilseeds
9

Beverages and

Veg, fruits, nuts,

5.51

oilseeds
Grains and Crops

5.10

tobacco
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Sector

Share in

Share in

Share in

value

skilled

unskilled

added

labour

labour

(%)

(%)
Beverages and

2.37

(%)

10

Grains and Crops

3.12

11

Other transport

2.75

Fabricated metals

1.18

Other transport

4.29

12

Communications

2.14

Primary metals

0.85

Forestry products

2.21

13

Forestry products

1.43

Business and ICT

0.68

Other crops

2.12

14

Finance and insurance

1.37

Other minerals

0.54

Fabricated metals

1.78

15

Other crops

1.29

Wood, paper,

0.43

Primary metals

1.53

tobacco

Beverages and

4.38

tobacco

publishing

It can be noted from these tables that while there is quite some overlap in the rankings for share in
GDP and share in employment, this is not necessarily the same for share in export. For example,
primary metals and other minerals, the two top export sectors to the EU are not in the top 10 of
value added or employment.
Criterion 2: Impact from DCFTA
This criterion will be analysed based on the assessment of effects made in Phase 1 of the study
(Interim Technical Report).
Criterion 3: Social / environmental impact
This criterion will be analysed based on the assessment of effects made in Phase 1 of the study
(Interim Technical Report).
Criterion 4: Stakeholder issues of special importance
Based on inputs received from the civil society, our local partners and existing literature and
documentation, several issues of specific interest for the DCFTA process have been identified in
this preliminary phase. In the course of Phase 1, this information will be complemented and finetuned based on inputs from stakeholders, civil society and experts during the Public Meeting, the
Workshop and based on other consultation activities as well as additional literature:
•

Importance of regulatory approximation; provided that Armenia already enjoys GSP+ and hence
tariffs reductions will be of relatively limited effect for trade flows from Armenia to the EU, NTM
reduction and regulatory approximation is of specific importance for the DCFTA under
negotiation;

•

Implementation issues notably regarding SPS, TBT, IPR, Trade facilitation/customs and
Competition; Armenia has already made a substantial progress in implementing the key
recommendations before starting the negotiations. However, with respect to regulatory
approximation several issues are still of importance, including the level of readiness and
capacity of Armenia to implement and especially to enforce consistent further reforms;

•

Implementation issues regarding specific environmental and social topics; similar issues as
under the previous bullet hold for regulatory approximation of specific environmental, social and
human rights issues, like implementation progress on ILO Conventions.

•

Relatively low levels of involvement of civil society in the DCFTA negotiating process.

Criterion 5: Strategic importance of sector in the negotiations
Based on inputs received from the Steering Committee and the Armenian government several
issues of specific interest for the DCFTA process have been identified in this preliminary phase.
During the kick-off meeting with the Steering Committee proposed a preliminary list of
sectors/horizontal issues that have their interest: SPS, mining (especially important for the
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environmental and social analysis), dairy, tourism and sugar. In the course of Phase 1, this
information will be complemented during the Steering Committee meeting and other consultation
activities.

5.4

Implications of preliminary screening
Even though the preliminary screening in this chapter is still broad, it has some implications for
Phase 1 of the Trade SIA Armenia study, as listed below:
•

Detailed sector-level modelling of TRQs, NTM reductions and services liberalisation

•

Specific additional analysis on expected impacts in the field of social (including human rights)

•

Focus on regulatory approximation in explaining results from the quantitative modelling in

(asymmetric across sectors – see Chapter 2 for details);
and environmental issues (see Chapter 2 for details);
Phase 1;
•

Focus in Phase 2 on potential impacts from regulatory approximation (mainly TBT and SPS)

•

Ensuring a balanced input in the consultation process from several stakeholders.

that can not be captured (entirely) by the quantitative modelling through qualitative analysis;
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6

Planning

The planning of the different activities and deliverables is presented in the table below. This
planning was proposed by the Steering Committee in order to speed up the study due to the fact
the DCFTA negotiations are accelerated with Armenia. The following remarks are relevant:
•

The methodological note will be approved separately from the inception report. The schedule

•

We have postponed the delivery of the interim technical report by one week as compared to the

below is dependent on the timely approval of this methodological note.
suggestions of the SC to 1 March, and therefore also postponed the associated publication
dates and steering committee meetings.
•

We have scheduled the workshop meetings one week earlier than planned, to the week of 1519 April, as in the week originally planned there is a national holiday in Armenia.

Activity

Leaders

Deadline

Kick-off meeting

EC and Ecorys

8 November 2012

Proposal on model specifications

Ecorys

16 November 2012

Minutes KoM for Steering Committee

Ecorys

22 November 2012

Draft Inception Report

Ecorys

03 December 2012

Approval model specifications by EC

EC

04 December 2012

EC and Ecorys

06 December 2012

Online publication of draft Inception Report

Ecorys

07 December 2012

Steering Committee meeting

EC and Ecorys

Civil Society Dialogue

EC and Ecorys

Minutes CSD

Ecorys

19 December 2012

Minutes SteeCo

Ecorys

03 January 2013

2nd draft inception report (final version)

Ecorys

10 January 2013

Approval Inception Report

EC

17 January 2013

1st Draft Interim Technical Report

Ecorys

1 March 2013

Online publication of draft Interim Technical Report

Ecorys

6 March 2013

Steering Committee meeting

EC and Ecorys

14 March 2013

Minutes Steering Committee

Ecorys

31 March 2013

Trade SIA workshop Armenia (Yerevan)

Ecorys

15-19 April 2013

Minutes Trade SIA workshops

Ecorys

17 May 2013

2nd draft interim technical report (final version)

Ecorys

3 May 2013

Approval interim technical report

EC

10 May 2012

1st Draft Final Report

Ecorys

06 June 2013

Ecorys

14 June 2013

Online publication of draft final report

Ecorys

17 June 2013

Steering Committee meeting

EC and Ecorys

24 June 2013 morning

Civil Society Dialogue

EC and Ecorys

24 June 2013 afternoon

Minutes of CSD

Ecorys

01 July 2013

Minutes of SteeCo

Ecorys

08 July 2013

2nd Draft Final Report (final version)

Ecorys

15 July 2013

Send draft inception report to Civil Society and/or
summary (format to be defined with Ecorys)

Send draft final report to Civil Society and/or summary
(format to be defined with Ecorys)

12 December 2012
morning
12 December 2012
afternoon
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Approval Final Report
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EC

29 July 2013
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Annex A

List of identified stakeholders

Stakeholders in EU
Category of

Organisation

stakeholders
EC

•

EC, DG Trade (Steering committee + relevant others);

•

EC, DG Agriculture;

•

EC, DG Sanco;

•

European Economic and Social Committee;

•

The European Union Delegation to Armenia.

Private sector and

•

Association for European Transport;

business

•

Business Europe;

representative

•

CEEP - European Centre of Enterprises with Public Participation and of Enterprises

organisations

of General Economic Interest;

•

Confederation of the food and drink industries of the EU;

•

Euro chambers;

•

European Association of Fashion Retailers;

•

European Association of Metals;

•

European Association of Mining Industries;

•

European Industrial Minerals Association;

•

European Services Forum;

•

ETUC - European Trade Union Confederation;

•

European Trade Union Federation; Textiles, Clothing and Leather;

•

Foreign Trade Association;

•

International Trade Union Confederation;

•

The Confederation of European Business;

•

UEAPME - European Association of Craft and Small and Medium-Sized Enterprises.

Civil society

•

UNI europa - Union Network International – Europe;

organisations

•

Oxfam International;

•

WWF (World Wildlife Fund);

•

Human Rights Watch.

Stakeholders in Armenia
Category of

Organisation

stakeholders
Government

•

Ministry of Economy;

•

National Statistical Service;

•

Ministry of Agriculture;

•

Ministry of Finance;

•

State Revenue Committee;

•

Ministry of Energy and Natural Resources;

•

Ministry of Foreign Affairs;

•

Ministry of Healthcare;

•

State Service for Food Safety;

•

Ministry of Nature Protection;
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Category of

Organisation

stakeholders

•

Ministry of Justice;

•

Ministry of Transport and Communication;

•

Ministry of Labour and Social Affairs;

•

Ministry of Urban Development;

•

National Assembly;

•

Permanent Mission of Armenia to the EU (Brussels);

•

Public Council.

•

Public Sector Regulatory Commission

•

State Commission for the Protection of Competition

Private sector and

•

Armavir Development Center;

business

•

Adviser to the Minister for Economy;

representative

•

Armenia British Chamber of Commerce;

organisations

•

Armenian Development Agency;

•

Armenian Ecotourism Association;

•

Armenian Light Industry Employers Union;

•

Armenian Marketing Association;

•

Armenian Young Lawyers Association;

•

Armenian-British Business Chamber;

•

Association of Young Environmental Lawyers and Economists;

•

Association of Freight Forwarders

•

Armenian-French Business Club (CAFA);

•

Chamber of commerce and industry of Republic of Armenia;

•

Communities Finance Officers Association (CFOA);

•

EV Consulting;

•

Federation of Agricultural Associations;

•

Foundation for Small and Medium Businesses;

•

French – Armenian Development Foundation;

•

International Association of Business and Parliament (IABP) Armenian
Representation;

Civil society
organisations
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•

Medicine Producers and Importers Union of Armenia;

•

National Association of Consumers;

•
•

National Competitiveness Foundation;
Republican Union of Employers of Armenia;

•

Small and Medium Entrepreneurship Development National Center of Armenia;

•

The Association for Foreign Investment & Cooperation (AFIC);

•

The European League for Economic Co-operation (ELEC Armenia)

•

The European Movement in Armenia;

•

The Union of Armenian Brandy Makers;

•

Union of Armenian Wine Makers;

•

Union of Banks of Armenia;

•

Union of Consumers of Armenia;

•

Union of Information Technology Enterprises of Armenia;

•
•

Union of Manufacturers and Employers (Businessmen) of Armenia (UMBA).
Confederation of Trade Unions of Armenia (KPA) ITUC (International Trade Union
Confederation) Associated Organisation;

•

Armenia’s national platform of the Eastern Partnership Civil Society Forum;

•

Association “For Sustainable Human Development” (UNEP National Committee);

•

Armenian Association of Women with University Education (AAWUE);

•

"ARAZA" Benevolent Non-Governmental Organization;

•

Center for the Development of Civil Society (CDCS);
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Category of

Organisation

stakeholders

•

Centre Of Political Culture And Agreements Development;

•

Civic Forum NGO;

•

Counterpart Armenia;

•

"Crossing Roads" Social NGO;

•

”Crusader” Non-governmental Cultural organization;

•

Democracy today;

•

Development Solutions Institute Foundation (DSIF);

•

Electoral Systems Center;

•

Environmental Group;

•

Environmental Public Alliance;

•

Eurasia Partnership Foundation (EPF);

•

European Students' Forum Yerevan Association Youth;

•

European Integration;

•

European Students’ Forum;

•

Foundation Against Violation of Law (FAVL);

•

Goris Youth Union NGO;

•

”Green Lane” Agricultural Assistance NGO;

•

HAYOTS AGHJIKNER (Armenian Lasses) Women's NGO;

•

Healthcare, Environment, and Agriculture Development Center “BIOSOPHIA”;

•

Helsinki Association human rights protection non-governmental organization;

•

Helsinki Citizens’ Assembly – Vanadzor NGO,;

•

Helsinki Committee of Armenia (HCA);

•

Improve Our Village;

•

Information Education Centre Contr buting to the Development of Local Selfgovernment;

•

Institute of People Diplomacy;

•

International Center for Human Development (ICHD);

•

International Union of Black Sea NGOs (IUBS NGO);

•

Internews Media Support NGO;

•

Journalists’ Club “Asparez” (Arena) Non-Governmental organisational;

•

“Lori Development Center” NGO;

•

Martuni Women’s Community Council NGO;

•

”Meghvik” children and youth NGO;

•

National Scout Movement of Armenia "HASK" NGO;

•

National Youth Council of Armenia;

•

Open Society Institute Assistance Foundation Armenia (OSI AF);

•

Peace Dialogue NGO;

•

Progress Social Research Center;

•

Protection of Consumers' Rights;

•

Rights Information Center NGO;

•

The National Citizens’ Initiative (NCI);

•

Transparency International;

•

Transparency International Anti-corruption Center (TI AC);

•

Union of Armenian Government Employees;

•

Union of Non-Governmental Organizations of Shirak Region;

•

Unison NGO for Support of People with Special Needs;

•

Union of Young Politicians of Armenia (UYPA);

•

Urban Foundation for Sustainable Development (UFSD);

•

Victims of State Needs;
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Category of

Organisation

stakeholders

•

Yerevan Press Club;

•

“You are not alone” Anticorruption law protection NGO;

•

Youth for Democracy;

•

Youth for Achievement.

•

Youth Cultural Social Organisation “Paradox”;

•

Shirak Centre Of Political Culture and Agreements Development;

•

A.D. Sakharov Armenian Human Rights Centre;

Research institutes /

•

AM Partners Consulting Company;

think tanks

•

Analytical Centre on Globalization and Regional Cooperation (ACGRC);

•

Armenian Development Agency;

•

Armenian Economic Association;

•

Centre for European Studies / European Studies Centre;

•

City Research Center (CRC);

•

Civic Education centre of Goris;

•

Civil Initiative for Reliable Information;

•

Centre for Education, Policy Research and Economic Analysis;

•

Economic Development and Research Center (EDRC);

•

Forum for 21st century Leaders;

•

French University in Armenia;

•

Free society institute;

•

Gyumri “KhoranArd” Intellectual Center;

•

The International Center for Human Development;

•

Institute for Civil Society and Regional Development;

•

Management Mix;

•

Media Diversity Institute;

•

Regional Studies Center;

•

The Caucasus Research Resource Centers.

International

•

EBRD (European Bank for Reconstruction and Development);

organisations with

•

International Labour Organization;

offices /

•

The Friedrich-Ebert-Stiftung (FES);

representation in

•

UNDP (United Nations Development Programme, implementing the EU Advisory

Armenia
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Group),

•

UNIDO (United Nations Industrial Development Organisation);

•

World Bank in Armenia;

•

World Vision International Armenian Division;

•

OSCE (Organisation for Security and Co-operation in Europe) Office in Yerevan;

•

IFC (International Financial Organisation);

•

WHO (Word Health Organisation);

•

Black Sea Trade and Development Bank.

Regional

•

Caucasus Business and Development Network.

organisations

•

REC(Regional Environmental Center) Caucasus;

•

Regional Studies Center (RSC);

•

Sociological research centre, Caucasus;
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Useful links
Besides the literature sources, we have also made a first scan of relevant websites where we, as
well as any other stakeholder to this study, can draw upon for more information.
Ecorys Trade Sustainability Impact Assessment websites:
EU-Moldova: http://tsia.ecorys.com/moldova/;
EU-Georgia: http://tsia.ecorys.com/georgia/;
EU-India: http://tsia.ecorys.com/india/;
EU-ASEAN: http://tsia.ecorys.com/asean/;
EU-Ukraine: http://tsia.ecorys.com/ukraine/;
EU-Central America: http://tsia.ecorys.com/ukraine/.
European Commission - The Directorate General for Trade
http://ec.europa.eu/trade/.
DG Trade - General information regarding TSIAs
http://ec.europa.eu/trade/analysis/sustainability-impact-assessments/.
EU Neighbourhood Policy (ENP):
European Commission – General: http://ec.europa.eu/world/enp/index en.htm;
European Commission – Armenia: http://ec.europa.eu/world/enp/partners/enp armenia en.htm.
European Union External Action Eastern Partnership;
http://eeas.europa.eu/eastern/index en.htm.
EU-Armenia relations:
European Union External Action: http://eeas.europa.eu/armenia/index en.htm;
Delegation of the European Commission to Armenia:
http://eeas.europa.eu/delegations/armenia/index en.htm;
European Union Advisory Group to the Republic of Armenia:
http://www.euadvisorygroup.eu/;
Political and economic relations:
http://eeas.europa.eu/delegations/armenia/eu armenia/political relations/index en.htm;
Trade relations:
http://eeas.europa.eu/delegations/armenia/eu armenia/trade relation/index en.htm;
http://ec.europa.eu/trade/creating-opportunities/bilateral-relations/countries/armenia/;
http://ec.europa.eu/trade/creating-opportunities/bilateral-relations/regions/south-caucasus/.
Technical and financial co-operation:
http://eeas.europa.eu/delegations/armenia/eu armenia/tech financial cooperation/index en.htm.
Labour and ILO Multilateral Environmental Agreements:
Trade and labour: Making effective use of trade sustainability impact assessments and monitoring
mechanisms
http://ec.europa.eu/social/BlobServlet?docId=7220&langId=en;
ILO Assessing and Addressing the Effects of Trade on Employment:
http://www.ilo.org/employment/Whatwedo/Projects/WCMS 118053/lang--en/index.htm;
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ILO Trade and Employment:
http://www.ilo.org/employment/areas/trade-and-employment/lang--en/index.htm;
ILO Regional office for Europe and Central Asia:
http://www.ilo.org/public/english/region/eurpro/geneva/about/index.htm;
ILO Decent Work Team and Country Office for Eastern Europe and Central Asia (Armenia):
http://www.ilo.org/public/english/region/eurpro/moscow/countries/armenia.htm.
ILO country profile Armenia:
http://www.ilo.org/dyn/normlex/en/f?p=1000:11110:0::NO:11110:P11110 COUNTRY ID:102540
Multilateral Environmental Agreements:
UNECE Environmental policies
http://www.unece.org/env/cep/welcome.html;
EC Environment – Multilateral Environmental Agreements
http://ec.europa.eu/environment/international issues/agreements en.htm.
Government websites:
The Government of Armenia:
http://www.gov.am/en/;
http://www.gov.am/en/structure/;
Ministry of Foreign Affairs of the Republic of Armenia:
http://www.mfa.am/en/;
Ministry of Economic of the Republic of Armenia:
http://www.mineconomy.am/eng/index.html;
Ministry of Labour and Social Affairs of the Republic of Armenia:
http://www.mss.am/home/index.php?home;
Ministry of Nature Protection of the Republic of Armenia:
http://www.mnp.am/;
Ministry of Urban Development of the Republic of Armenia:
http://www.mud.am/am/;
Ministry of Agriculture of the Republic of Armenia:
http://www.minagro.am/en/.
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Annex C

Kick-off meeting note

Issues for discussion at kick-off meeting Trade SIA EU – Armenia

1. Trade SIA methodology
According to the Terms of Reference and based on the technical proposal, the Trade SIA for the
DCFTA between the EU and Armenia consists of two equally important and mutually dependent
methodological elements:
a) Impact assessment:
Economic, environmental and social assessment of the trade negotiations, consisting of:
−

Economic analysis. A CGE model is used to model the DCFTA in terms of an
ambitious scenario and a limited scenario of trade liberalisation, compared with a
baseline scenario that reflects business-as-usual.

−

Environmental analysis. Analysis of external environmental impacts of the future
DCFTA, e.g. the impact on important GHG emissions, while taking into account
relevant MEA.

−

Social analysis. Analysis of the interaction between and impact of the potential
DCFTA and poverty and inequality as well as the implementation of the ILO core
standards.

b) Consultation process:
Complementing the quantitative and qualitative economic, social and environmental
analysis with inputs from stakeholders of the negotiation process by means of an
elaborate consultation plan. Important elements of the consultation plan are:
−

Interviews

−

Trade SIA website (incl. electronic documentation) and possibly the use of social
media

−

Meetings with the Commission

−

Local workshop in Armenia

−

Public meetings in Brussels

Throughout the different phases of the study we will build on our expertise and experiences
gathered from earlier conducted full Trade SIAs: EU-Ukraine, EU-India, EU-ASEAN, EU-Central
America and EU-Georgia/Moldova as well as modelling experience from the EU-Korea and EUMERCOSUR Trade SIAs.
KEY ISSUES / QUESTIONS FOR DISCUSSION

• What is the current status of the negotiations? This is important for both
(i) the timeline of the study and (ii) a realistic scenario definition during
the modelling phase.
• How will we interact with the negotiators? Can you provide contacts and
indicate the best ways to interact?
• Is there any information available that we should have and that might
be useful for accurate modelling / scenario development?
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2. Current situation and general analysis
In order to place the Trade SIA in the right context, we will conduct a situation analysis of the
following aspects that could have an important influence on the negotiations (non-exhaustive, to be
discussed):
•

Current (economic) priorities of the European Union regarding enlargement,
environment and competitiveness.

•

Current (economic) relationship between the EU and Armenia – current situation with
respect to treaties and agreements;

•

Current trade intensities between EU and Armenia (which are the traditionally ‘large’
and strong sectors, how complementary are they);

•

Current trade policy situation: WTO, current levels of tariffs, export subsidies, NTBs in
trade with EU;

•

What kind of DCFTA is foreseen? In addition to WTO-membership (e.g. parts of market
access or tariff reductions)? What issues are important? Tariff reductions? Specific
sensitive sectors? Quality and standards – regulatory approximation?

KEY ISSUES / QUESTIONS FOR DISCUSSION
• How ambitious is the DCFTA foreseen?
• Do you have information available that could be useful for addressing
the above issues?

3. Pillar 1 - Impact assessment: Trade policy modelling as basis
The macroeconomic analysis that will form the basis for the economic, social and environmental
analysis conducted in the impact assessment part of the Trade SIA will be based on a dynamic
Computable General Equilibrium (CGE) model, which will simulate the consequences of different
scenarios of the negotiations.
•

We propose to use the same model specifications as used in the Trade SIA EU –
Georgia/Moldova (as explained in our proposal):
-

Specific details explained in the proposal. Highlights:

-

Data: Most recent available GTAP data of 2007, forecasted to 2010

-

Countries: EU-27, Armenia, Russia, Ukraine, Turkey, Georgia, Moldova, China,

-

Sectors:

RoW

1 GRN grains and oil seeds
2 V_F Vegetables, fruit, nuts
3 OCR Other crops
4 FRS Forestry
5 FSH Fishing
5 EGY Energy
6 OMN Minerals nec
7 RMT Ruminant meat products
8 OMT Other meat products
9 VOL Vegetable oils and fats
10 DAR Dairy products
11 SGR Sugar
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12 OFD Food products nec
13 B_T Beverages and tobacco products
14 TEX Textiles
15 WAP Wearing apparel
16 LEA Leather products
17 LUM Wood products
18 PPP Paper products, publishing
19 P_C Petrochemcals
21 CRP Chemical, rubber, plastic products
22 I_S Ferrous metals
23 NFM Metals nec
24 FMP Metal products
25 MVH Motor vehicles and parts
26 OTN Transport equipment nec
37 ELE Electronic equipment
38 OME Machinery and equipment nec
39 OMF Manufactures nec
30 UTI Utilities
31 CNS Construction
32 TRD Trade
33 TSP Transport
34 CMN Communication
35 FIN Financial and insurance
36 OBS Business services nec
37 ROS Consumer services
38 OSG Public Administration, Defense, Education, Health

• Do you agree on the data, country and sector
selection used in the TSIA EU – Moldova/Georgia?

-

Scenarios: As defined in the ToR and the Trade SIA handbook, we assume
two scenarios. Scenarios are based on (i) tariff reductions, (ii) Services NTM
reductions and (iii) Other NTM reductions
a) Baseline.
Items included in the baseline scenario are existing WTO commitments,
GSP+ concessions, the EU-Ukraine and the EU-Georgia/Moldova DCFTA.

• Shall we include the EU-Georgia/Moldova DCFTAs
in the baseline?
• Do we model a DDA in the baseline or not?
h
b) Ambitious.
Trade liberalization to the following extent:
(i)

100% liberalization in trade in goods (tariff reductions)

(ii)

6-7% liberalization in service sector NTMs (except for communication
services 95%)
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(iii)

Sector specific reduction in NTMs, but asymmetric for Armenia in
order to approximate EU:
a.

4% (8%) point reduction in TCE for heavily SPS/TBT affected
sectors for NTMs from EU to Armenia (Armenia to EU)

b.

2% (8%) point reduction in TCE for lightly SPS/TBT affected
sectors for NTMs from EU to Armenia (Armenia to EU)

c.

0% for other EU sectors

d.

2% point reduction in TCE for all agri & manufacturing sectors
for both sides

-

Output: The outputs of the CGE model serve both as inputs for further
analysis in Pillar 1 and as direct inputs into the negotiations. Output variables
are presented in the proposal.

• How will we define the ambitious scenario?
• Do we include any progress from the ENP?
• What are the negotiation objectives for the
negotiations (if non-confidential)?
• Are there any sensitive sectors to be excluded
from liberalization?

4. Methodology
As presented in the technical proposal, the overall methodology of the study is based on the two
pillars of Trade SIAs: 1) impact assessment and 2) consultations. Regarding the impact
assessment (Pillar 1), the following methodological elements are proposed:
a)

General analysis of trends (Deliverable: Interim Technical Report (ITR))

b)

Trade policy modelling (CGE + possible partial equilibrium modelling in sector
analysis);

c)

Causal Chain Analysis (Inception Report, ITR);

d)

Quantitative analysis of social impact and environmental impact (ITR);

e)

In depth sectoral analysis / horizontal issues (Final Report);

f)

Clear policy conclusions and recommendations, including possible ‘flanking

o

Social groups and geographical areas most affected?

measures’ (Final Report).
KEY ISSUES / QUESTIONS FOR DISCUSSION

• What should be the focus of the study regarding quantitative versus
qualitative issues? How do you see the trade-off between qualitative
analysis and quantitative modeling?

5. Sector studies, horizontal issues
Based on an initial global analysis, the modelling results, consultations screening and scoping, a
number of sectors (up to 4 in total) will be selected for in-depth analysis in the final phase of the
study. In addition we will identify the most important and relevant horizontal / cross-cutting issues
for these sectors. In addition we can provide (up to 2) partial equilibrium analyses for specific
products and/or regulatory alignments. The selection will be discussed with the steering committee
before the final phase starts. The criteria for selection of sectors and possibly specific products /
regulatory alignment issues will include:
1)
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2)

The expected economic impact of the DCFTA on these sectors / products
(quantitative and qualitative) – outcomes of ITR;

3)

The social and environmental impacts of FTA on these sectors / products (through
change in production structure);

4)

Stakeholder issues of special importance

5)

The reality of the negotiations and the issues that are of specific importance to the
actual negotiations.

The sector analyses will initially be based on the modelling outcomes and further elaborated using
causal chain analyses and methods such as literature review, sector level data analysis, expert
views, in-depth interviews with key stakeholders and review of relevant legislation and regulatory
environment.

KEY ISSUES / QUESTIONS FOR DISCUSSION

• Do you already have suggestions for sectors / specific cross-cutting
issues / products that may be of interest for the study?
• Are there any specific sector or cross-cutting issues that feature
specifically in the negotiations?
• Do you feel a PE analysis would be a useful addition?

6. Pillar 2: Consultations
Consultations constitute a very important part of the Trade SIA EU – Armenia study and a key
element of our implementation strategy. Consultations will be held throughout the entire course of
the project and will provide important inputs to all parts of the study.
Our experiences from several Trade SIAs in the past resulted in valuable lessons learnt, which we
bring to the consultation phase in the Trade SIA EU – Armenia. Our methodology for pillar 2 of the
study and a successful involvement of relevant stakeholders is based on the following:
g)

A consultation plan that covers at least the following elements:
o

Proposed stakeholder consultation process, including identification and
selection of key stakeholders;

o

Discussion of nature of civil society in Armenia – including relations between
social partners;

o

Analysis of risks of stakeholder engagement;

o

Forms of interaction with stakeholders: website, meetings, face-to-face
interviews, social media (Facebook, Twitter);

o

Local organisation of Workshop for Civil Society in Armenia and organisation
of Public Meetings in Brussels;

o
h)

Draft programmes of the Trade SIA Workshop.

A new dedicated website for this Trade SIA on the existing Trade SIA portal of
Ecorys. The website will be used for information dissemination and for attracting and
engaging civil society; it will also form a repository for all electronic documentation
produced by and relevant to the study;

i)

A dedicated research assistant at Ecorys to ensure fast dissemination and quick
reactions on the website and other platforms;

j)

A local workshop (organised by local experts managed by Ecorys), where local civil
society and stakeholders in the process are invited as well as relevant sector experts
and representatives;
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k)

We have established a main local coordinator for the team through local Ecorys
Associate: Mr. Arthur Kachatryan;

KEY ISSUES / QUESTIONS FOR DISCUSSION

• Complementary and supportive roles of website Ecorys and DG Trade?
• We follow the ToR regarding meetings and workshops to be organised
(i.e. there is only one meeting planned with Civil Society in Armenia);
however, we propose to organise (at no extra cost) an additional local
workshop at the end of the study to present the final report. This will
also require some clear agreements on the timeframe and joint
commitment to meet the deadlines as well as close coordination with
the EUD in Yerevan.
• Are there any political difficulties / confidentiality / security issues
related to the use of social media such as Facebook and Twitter for the
TSIA EU-Armenia study?

7. Deliverables and timeframe
•

Phase 1: Model specifications – after KoM (see timeframe)

•

Phase 1: Inception Report – after the SC and PM meetings (see timeframe)

•

Phase 2: Interim Technical Report (including some first consultation results) (see
timeframe)

•

Phase 3: Final report (including full consultation results, inter alia the Trade SIA Workshop
in Armenia (Yerevan)) (see timeframe).

•

Overall deliverable: create validity, transparency and credibility for the Trade SIA study.

Next to the reports, there will also be meetings in Brussels and Armenia for feedback from steering
committee and civil society.
Table 2.1 Timeframe (preliminary)
Activity

Deadline or date

Kick-off Meeting

8 November 2012

Proposal on model specifications

13 November 2012

Minutes KoM for Steering Committee

19 November 2012

Approval model specifications by EC

30 November 2012

Draft Inception Report
Online publication of draft Inception Report

14 December 2012

Steering Committee & Public Meeting Inception Report

21 December 2012

Final Inception Report

11 January 2013

Approval Inception Report

18 January 2013

Minutes Steering Committee & Public Meeting Inception Phase

25 January 2013

Draft Interim Technical Report
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7 December 2012

7 April 2013*

Online publication of draft Interim Technical Report

15 April 2013

Steering Committee meeting Interim Technical Report

29 April 2013

Final Interim Technical Report

4 May 2013

Minutes Steering Committee meeting ITR

8 May 2013

Approval Interim Technical Report

13 May 2013
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Activity

Deadline or date

Trade SIA Workshop Armenia (Yerevan)

20-24 May 2013

Minutes Trade SIA Workshops

24 June 2013

Draft Final Report

7 September 2013

Online publication of draft Final Report

16 September 2013

(Tentative) Second workshop in Yerevan

23 – 27 September 2013

Steering Committee & Public Meeting Final Report

30 September 2013

Minutes Steering Committee & Public Meeting

7 October 2013

* This deadline is only feasible if written approval on model specifications is received from EC by
30/11/2012.
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Annex D

Methodological note

This methodological note contains the specification of the CGE model that will be used for the
Trade SIA, including a description of the liberalisation scenario and the underlying assumptions. It
addresses all CGE-related questions raised during the kick off meeting on the Trade SIA DCFTA
EU – Armenia held in Brussels on Thursday 8 November 2012. The below also includes a
description of the activities included in the ‘Mining’ sector as defined in the CGE model.
Please find below our explanations to the above mentioned topics.

Specifications of the CGE model
Country Selection
The selection of countries has been discussed during the kick-off meeting and the 10 countries we
will specify in the CGE model are going to be:
a.

EU27;

b.

Armenia;

c.

Georgia;

d.

Moldova;

e.

Russia;

f.

Turkey;

g.

Ukraine;

h.

Iran;

i.

China;

j.

ROW.

Sector selection
The list of sectors used in the trade modelling of the Trade SIA EU – Armenia is taken from the
approved modelling specifications of the Trade SIA EU – Georgia/Moldova. This list is as follows:

1

grn

Grains and Crops

20

met

Primary metals

2

vos

Veg, fruits, nuts, oilseeds

21

fmp

Fabricated metals

3

ocp

Other crops

22

mvh

Motor vehicles

4

anp

Animal products

23

otn

Other transport

5

frs

Forestry products

24

ele

Electronics, computers

6

fsh

Fish products

25

ome

other machinery and equipment

7

egy

Energy

26

omf

Other manufacturing

8

omn

Other minerals

27

uti

Utilities

9

mpt

Livestock and Meat Products

28

cns

Construction

10

vol

Vegetables oils and fats

29

trd

Trade

11

mil

Dairy products

30

wtp

Water transport

12

sgr

Sugar

31

atp

Air transport

13

prf

Other processed food

32

otp

Other transport

14

b_t

Beverages and tobacco

33

cmn

Communications

15

twl

Textiles and Clothing

34

fis

Finance and insurance
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16

lup

Wood, paper, publishing

35

obs

Business and ICT

17

p_c

Petrochemicals

36

ros

Personal and recreational serv

18

crp

Chemicals, rubber, plastics

37

osp

Public and other services

19

nmm

Ceramics, cement, etc.

Base year
We propose the base year 2010. This base year is based on 2007 GTAP data brought forward
using actual IMF figures on trade and growth (i.e. it is not a linear projection, but an adjusted actual
projection). That means that 2010 thus includes the crises (until 2010). This reflects far best the
current situation under which the FTA is negotiated and since the crises are not likely to be over
very soon, it is also a possible longer-run scenario.
Baseline scenario
The baseline will include all FTAs until now, as well as Russia’s accession to the WTO. It will also
contain the DCFTAs between the EU and respectively Georgia and Moldova. It will not include the
DDA. There will be no separate reporting of any of these inputs for the baseline or the baseline
itself, but the focus will be on reporting the effects of the FTAs.
Liberalisation scenario
Tariffs
We propose to model:
Tariff reduction EU into Armenia: A full 100% liberalisation of all sectors for Armenia.
Tariff reduction Armenia into the EU: A full 100% liberalisation of all sectors and a TRQ for the most
important sensitive products for the EU.
We propose to model a full 100% liberalisation of all scenarios because there is not much
difference with 99% or 97% and it shows the upper limit on tariff liberalisation.
This means that we will reduce all tariffs left to zero for each separate sector. Calculating the exact
tariffs left depends on the chosen sector aggregation (see Table above) and will be done as part of
the beginning of the modelling phase. For the 2 most important products, we will model TRQs for
EU-Armenia (based on info available on TRQs).
Services liberalisation
The height of the Non Tariff Measures (baseline) in the services sectors 27 until 37 in the table
above are defined using the methodology described below. The modelling of service level NTMs for
the Trade SIA EU – Armenia is done exactly in the same way as in the case of Georgia/Moldova.
Please see the figure below for a short description on how the services NTM liberalisation is
modelled for the Trade SIA Armenia (Armenian-side NTM liberalisation in this specific example):
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Other NTMs
We take into account the following assumptions:
1.

The EU is focusing primarily SPS and TBT approximation (based on information KoM for
Georgia/Moldova);

2.

The standards of Armenia need to approximate those of EU because the EU is not going to
lower its standards in the fields of SPS and TBT – not to an average somewhere in between.

Based on the assumptions outlined below, we propose to model a sector specific reduction in
NTMs – but an asymmetric reduction (For Armenia twice the level of EU reductions). EU reductions
are, however, not zero because regulatory approximation also means further access for EU firms,
even if EU standards are higher from the outset (with NTMs it is differences in standards that
matter, not level of standards).
Methodology liberalisation figures Other NTMs
During the inception stage of the Trade SIA EU – Georgia and Moldova, the liberalisation scenarios
33

for “other NTMs” had been carefully developed . As mentioned above, SPS and TBT are the focus
in “other NTMs” alignment. Based on the Ecorys (2009) NTMs in EU – US Trade and Investment
general equilibrium model and gravity modelling, original values for other NTMs have been derived
34

and can be found in Table 4.2 of the publication . Starting from these initial NTM levels in the
various sectors, different liberalisation percentages are modelled. Using the extensive Ecorys
(2009) database of NTMs (business survey with 5500 responses across the world), the following
rough estimations for NTM liberalisation on sector level are made:
•

The respondents of the business survey were asked for NTMs in their sector (i) what
weight they attach to the NTM in the sector (from no weight 1, to heavy weight 5), (ii) the
actionability (likelihood of removal) of the NTM. These two elements attach ‘importance’
to a specific NTM in a sector. Since the focus of the ‘other NTMs’ in the Trade SIA is on
SPS/TBT, the number of times that “SPS” was mentioned out of the total of NTMs in the
relevant sector is calculated as a percentage of the total. This percentage is then
weighed with the ‘importance’ criteria (i) and (ii) in order to obtain a weighed percentage
of how important SPS/TBT NTMs are with respect to the total amount of NTMs in the
sector (which is approximated by the original NTM levels using gravity, earlier
described).

•

Based on the information whether a sector is heavily or lightly influenced by SPS and
TBT, this weighed percentage is then either directly taken as liberalisation percentage
(heavy SPS sector), or divided by half (light SPS sector). This estimation technique leads
to the following liberalisation figures for EU and Armenian-side liberalisation:
1.

35

Other NTMs from EU to Armenia:
a. 4% point reduction in TCE for those EU sectors affected heavily by SPS and
TBT differences with Armenia;
b. 2% point reduction in TCE for those EU sectors affected more lightly by SPS
and TBT differences with Armenia;
c. 0% reduction in TCE for other EU sectors;
d. 2% point reduction in TCE for all agriculture & manufacturing sectors due to
36

trade facilitation .
33

34
35
36
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The methodology for estimating the “other NTM” liberalisation levels have been developed in close consultation with Mr.
Cernat at the time.
Ecorys, 2009, Non Tariff Measures in EU US Trade and Investment
Based on literature used in the Ecorys (2009) study and expertise gathered in previous TSIAs
The two percent point trade reduction figure has been agreed with and proposed by the Commission during the incep ion
phase of the EU – Georgia/Moldova TSIA. It is considered a conservative estimate for NTMs and has been used in many
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2.

Other NTMs from Armenia to the EU:
a. 16% point reduction in TCE for those Armenian sectors affected heavily by
SPS and TBT – but 50% is taken off to compensate for higher production
costs to meet the higher standard = de facto 8% point reduction;
b. 8% point reduction in TCE for those Armenian sectors affected more lightly by
SPS and TBT – but 50% is taken off to compensate for higher production
costs to meet the higher standard = de facto 4% point reduction;
c. 0% reduction in TCE for other Armenian sectors;
d. 2% point reduction in TCE for all agriculture & manufacturing sectors due to
37

trade facilitation .
3.

For other nations towards Armenia (exports and imports) we also model MFN
spill-overs worth 25% of the liberalisation level with the EU.

Next to the Ecorys (2009) NTM data that has been used to estimate the above liberalisation
percentages, the values have also been cross checked with a range of studies that the project team
has done in the past on FTA modelling and barriers in trade and investment, including Professor
Joseph Francois academic work on this topic. Extensive experience and expertise gathered over
the time, in combination with discussions from the Steering Committee, confirmed the above results
for the EU – Georgia and Moldova Trade SIA, on which the Trade SIA Armenia will be based.
In relation to the information above, we refer to the Excel sheet accompanying this note, which
includes the scenario definitions for all sectors. The reductions in tariffs, service level NTMs and
other NTMs are presented in this file. An example will help explaining how the percentages are
derived. Take for example the Chemicals, Rubbers and Plastics sector. Column 3 shows there are
an average of 0.03% tariffs in the sector. Column 5 shows that there are NTMs in the sector with a
value of 24% in Tariff Costs Equivalents. This number is based on extensive research on this sector
38

performed in the Ecorys (2009) NTMs in EU – US Trade and Investment study , as well as
experience from previous FTA modelling described above. Table 4.2 in the book publication shows
that the Chemicals sector has 24% NTMs (in TCE). Then column 10 shows the percentage
reduction in NTMs needed in order to reach a 10% point reduction (8% point for heavily affected
sectors + 2% for trade facilitation) of NTMs to 14% (shown in column 13). This exercise is
conducted for all sectors. For the total Armenian reduction in TCE on average (just for scenario
definition, not for calculation) we say:
𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑇𝐶𝐸

=

∑𝑛𝑖=1(𝜃𝑖 𝜌𝑖 )
𝑛

Where sigma is the trade weight and rho the sector, with n the total number of sectors.

37
38

past TSIA reports conducted by Ecorys. Most importantly, the TSIA EU – Georgia/Moldova, but also EU – India and EU –
ASEAN.
See footnote 5
trade.ec.europa.eu/doclib/html/145613.htm.
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Other issues
Specification of mining sector activities
The activities of mining in its broadest sense (both product-wise and with respect to the entire value
chain) can be found in the sectors Energy, other minerals, primary metals and fabricated metals
(from the sector classification that will be employed as described by the table on the first page).
Since the Trade SIA sector classification sometimes combines GTAP sectors, the table below
shows which GTAP sectors fall into the Trade SIA sector classification. The third column then
describes which ISIC activities related to mining fall into these GTAP sectors.
TRADE SIA Sector

GTAP Sectors

ISIC description (Rev. 3)

07 Energy

15 Coal

Extraction and agglomeration of peat
Mining and agglomeration of hard coal
Mining and agglomeration of lignite

16 Oil
17 Gas
08 Other minerals

18 Minerals n.e.c.

Mining of chemical and fertilizer minerals
Mining of iron ores
Mining of non-ferrous metal ores, except uranium and
thorium ores
Mining of uranium and thorium ores
Other mining and quarrying n.e.c.
Quarrying of stone, sand and clay

20 Primary metals

21 Fabricated metals

35 Ferrous metals

Manufacture of basic iron and steel

36 Metals n.e.c.

Manufacture of basic precious and non-ferrous metals

37 Metal products

Other mining and quarrying n.e.c.
Manufacture of structural metal products
Manufacture of tanks, reservoirs and containers of
metal
Manufacture of steam generators, except central
heating hot water boilers
Manufacture of cutlery, hand tools and general
hardware
Manufacture of other fabricated metal products n.e.c.
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Annex E

CGE modelling tables

Table F.1 Armenia exports to the EU (= EU side liberalisation)
PERCENTAGE LIBERALISATION

(1)

(2) Sector name

(7) Tariff reductions
(%)

(8) Services NTM
reductions (%)

(9) Other NTM
reduction (%)

grn

Grains and Crops

100%

33%

vos

Veg, fruits, nuts, oilseeds

100%

33%

ocp

Other crops

100%

33%

anp

Animal products

100%

33%

frs

Forestry products

100%

20%

fsh

Fish products

100%

33%

egy

Energy

100%

40%

omn

Other minerals

100%

17%

mpt

Livestock and Meat Products

100%

18%

vol

Vegetables oils and fats

100%

18%

mil

Dairy products

100%

18%

sgr

Sugar

100%

18%

prf

Other processed food

100%

18%

b_t

Beverages and tobacco

100%

18%

twl

Textiles and Clothing

100%

18%

lup

Wood, paper, publishing

100%

18%

p c

Petrochemicals

100%

25%

crp

Chemicals, rubber, plastics

100%

42%

nmm Ceramics, cement, etc

100%

34%

met

Primary metals

100%

50%

fmp

Fabricated metals

100%

50%

mvh

Motor vehicles

100%

63%

otn

Other transport

100%

53%

ele

Electronics, computers

100%

86%

ome

other machinery and equipment

100%

53%

omf

Other manufacturing

100%

30%

uti

Utilities

7,0%

cns

Construction

7,0%

trd

Trade

7,0%

wtp

Water transport

7,0%

atp

Air transport

7,0%

otp

Other transport

7,0%

cmn

Communications

95,0%

fis

Financial services

7,0%

obs

Business and ICT

7,0%
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PERCENTAGE LIBERALISATION

(1)

(2) Sector name

(7) Tariff reductions
(%)

(8) Services NTM
reductions (%)

ros

Personal and recreational serv

7,0%

osp

Public and other services

7,0%

Total

100,0%

(9) Other NTM
reduction (%)

15,0%

33,4%

Table F.2 EU exports Armenia (= Armenia side liberalisation)
PERCENTAGE LIBERALISATION

(1)

82

(2) Sector name

(7) Tariff reductions
(%)

(8) Services NTM
reductions (%)

(9) Other NTM
reduction (%)

grn

Grains and Crops

100%

20%

vos

Veg, fruits, nuts, oilseeds

100%

20%

ocp

Other crops

100%

20%

anp

Animal products

100%

20%

frs

Forestry products

100%

13%

fsh

Fish products

100%

20%

egy

Energy

100%

40%

omn

Other minerals

100%

17%

mpt

Livestock and Meat Products

100%

11%

vol

Vegetables oils and fats

100%

11%

mil

Dairy products

100%

11%

sgr

Sugar

100%

11%

prf

Other processed food

100%

11%

b t

Beverages and tobacco

100%

11%

twl

Textiles and Clothing

100%

18%

lup

Wood, paper, publishing

100%

18%

p c

Petrochemicals

100%

17%

crp

Chemicals, rubber, plastics

100%

25%

nmm Ceramics, cement, etc

100%

16%

met

Primary metals

100%

34%

fmp

Fabricated metals

100%

34%

mvh

Motor vehicles

100%

37%

otn

Other transport

100%

32%

ele

Electronics, computers

100%

62%

ome

other machinery and equipment

100%

32%

omf

Other manufacturing

100%

20%

uti

Utilities

7,0%

cns

Construction

7,0%

trd

Trade

7,0%

wtp

Water transport

7,0%

atp

Air transport

7,0%

otp

Other transport

7,0%
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PERCENTAGE LIBERALISATION

(1)

(2) Sector name

(7) Tariff reductions
(%)

(8) Services NTM
reductions (%)

cmn

Communications

95,0%

fis

Finanancial services

7,0%

obs

Business and ICT

7,0%

ros

Personal and recreational serv

7,0%

osp

Public and other services

7,0%

Total

100,0%

15,0%

(9) Other NTM
reduction (%)

22,1%
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Annex F
Overview of inputs from
stakeholders

Table F. 1. Inputs from stakeholders received during the Public Meeting
(Brussels, 12 December 2012)
Name of

Main comments / issues discussed

ECORYS Response

1) Mentions how the Economic Social

1) We have had very positive

Committee was involved in the EU-

experiences from working together

association/federation
and contact person

Georgia-Moldova Trade SIA and asks

with ECOSOC in the Trade SIA EU-

whether Ecorys plans to organise a

Georgia/Moldova and would like to

meeting with them in the EU-Armenia

arrange a similar interaction again

Trade SIA also.

with the Economic Social Committee

2) He finds the choice of the ten countries

on this study.

interesting. He asks why we have

2) Turkey was included as it was also

included Turkey, but not Azerbaijan which

the case in the Georgia Moldova

has more historical links with Armenia.

Trade SIA and specified in the Terms
of Reference. It has been a request to
look at the effect of the EU – Turkey
customs Union. However, Azerbaijan
is taken out as there is a trade ban
between the two countries so EcorysCASE included Iran instead as they
have closer trade ties.

Who exactly are your stakeholders in this

We identify a range of stakeholders in

process?

the process. Business communities
and organisations in the field are an
example, but also Armenian
government, other public institutions
and social/human rights/
environmental NGOs.

You can download the inception
report from the website which
contains a list of stakeholders
identified so far. Please let us know if
we are missing stakeholders that you
deem important to the study.
We have strong institutional links with

Thank you for your comment.

Ukraine, Georgia and Moldova, but much
less so with Armenia (more nebulous).
However, we do have local contacts, so
please be in touch.
Do you look at the region of Nagorno

84

DG Trade): When it

Karabaha , and do you include the region

comes to Moldova and Georgia, this

in the analysis? Besides, do you take into

was clearly a territorial issues where

account arms trade as well?

the government of these countries did
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
not have control in certain regions.
This is not the case for Armenia. This
region is not recognized as part of
Armenia and does according to the
international regulations not belong to
the country. We follow international
law.
(EU Sugar
Producer Association)

What about rules of origin, will Armenia

DG Trade): Rules of

(and also Georgia and Moldova) be part

Origin is currently a topic in the

of the pan Euromed rules of origin? Has

negotiations, because we told these

this been agreed with Georgia and

countries that we have common rules

Moldova in the DCFTA negotiations

of origin through GSP to allow entry

already?

into Pan Euromed. They will
eventually be part of the pan euromed
system.

Table F. 2. Inputs from stakeholders received via Trade SIA Armenia website and mailing list
Name of

Main comments / issues discussed

ECORYS Response

I am contacting because I would like to

Our study on the trade sustainability

understand if you take into account the

impacts from a DCFTA between the

International Trade |

impact of the DCFTA on animals, such as

EU and Armenia evaluates impacts on

Eurogroup for Animals)

transport of live animals or wildlife trade.

economic, environmental, social and

association/federation
and contact person

human rights (HR) indicators. Our
Also, I would be interested to know if you

quantitative analysis of the DCFTA

pay attention to the SPS chapter, and in

takes into account the entire economy

particular its eventual participation to the

in a Computable General Equilibrium

approximation of EU animal welfare

Model (CGE). The data in this model

legislation from Armenia.

are based on the GTAP dataset,
which includes the sectors 10 Animal
products nec and 9 Bovine cattle,
sheep and goats, horses. The trade in
live animals such as bovine cattle,
swines, sheep and goats, poultry and
other live animals is included and
hence the effects of the DCFTA on
main economic indicators for this
sectors will be taken into account. In
our reporting, we aggregated these
sectors into one sector named “animal
products”.

An additional deepened qualitative
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Name of

Main comments / issues discussed

ECORYS Response

association/federation
and contact person
analysis will only be performed on this
sector if this sector will be selected as
one of the four sectors/horizontal
issues for further analyses. This will
be decided after phase 1 of the study
using five criteria communicated in the
inception report (available at Trade
SIA.ecorys.com/armenia). However, if
there are specific economic, social,
environmental or human rights issues
that we need to take into account for
the sector, please provide us with
your input. Also do you think the effect
from a DCFTA on the sector will be
small/large and positive/negative for
the EU and Armenia? We are
interested to hear your view.

A similar reasoning applies to your
question on the SPS chapter. We will
look into SPS issues thoroughly if this
horizontal issue will be selected as
one of the four sectors/issues for
further analysis. We would appreciate
receiving any input from your side in
case you foresee significant
(economic, environmental, social or
HR) impacts on animal welfare from
the approximation process.
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