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Preface

The European Commission (DG Trade) awarded a contract to Ecorys, signed in December 2013, to
conduct a trade sustainability impact assessment (Trade SIA) relating to the negotiation of a
plurilateral trade in services agreement (TiSA). This is the final inception report for the Trade SIA of
such a TiSA.
Ecorys is aware of the important role of this study for the negotiation process as it will provide direct
inputs for the negotiators as well as recommendations for policy makers implementing the
agreement. The negotiations have started in early 2013 and currently comprise the EU and 22
other countries ("TiSA participants"); but other countries have shown interest as well. Ecorys
closely consults with the EC on the planning and scope of this study to ensure optimal input into the
process.
This inception report is based on the terms of reference, the Ecorys proposal that was submitted to
DG Trade, subsequent discussions with the Steering Committee and input from civil society.
It does not aim to repeat what was written in our proposal, since this is still valid. Rather, this
inception report summarises the most important methodological components of our study and
highlights some of the main issues that will warrant further attention and focus during the
implementation of the study – both in terms of content and in terms of organisation and planning of
the project.

The Ecorys Team
17 July 2014

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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1

Overarching analytical framework

1.1

Background of the Trade in Services Agreement (TiSA)
As services account for over two-thirds of global output, and trade in services have also become
more important, in the early 1980s the idea for multilateral disciplines on services was launched.
1

Negotiations on such disciplines were included in the Uruguay Round and the resulting General
Agreement on Trade in Services (GATS) entered into force on 1 January 1995, as an integral part
of the WTO agreements.
When the GATS was concluded, the sectoral coverage of several members was relatively limited,
and the commitments that were made were often only binding the statutory and regulatory status
quo. The removal of barriers to services trade under the GATS has therefore been relatively limited.
An important part of the original GATS is therefore the understanding that periodic negotiations will
be undertaken to progressively liberalise trade in services. Article XIX of the agreement commits
members to start a new round of negotiations on services in 2000, referred to as the built-in
agenda. In addition, some GATS articles provide for negotiations on specific issues, intended to
define rules and disciplines for domestic regulation, emergency safeguards, government
procurement and subsidies.
In the first years after the Uruguay Round, agreement was reached on specific sectors, including on
financial services, basic telecommunications and movement of natural persons; these agreements
were attached to the GATS as protocols.
The next round of services negotiations was officially launched in February 2000. In March 2001,
agreement was reached on the negotiating guidelines and procedures. In November 2001 at the
WTO Ministerial Conference in Doha, the service negotiations became part of the “single
undertaking” under the Doha Development Round. These negotiations aimed to further liberalise
trade in services and to reduce existing imbalances across countries and sectors in terms of
commitments. Strengthening GATS disciplines on domestic regulations and making progress in the
area of GATS rules (subsidies, government procurement and emergency safeguards) was also part
of the negotiating mandate. However, progress in the negotiations has been very slow since. The
WTO Ministerial Conference in Geneva in 2011 acknowledged that negotiations were "at an
impasse". Members were invited "to more fully explore different negotiating approaches while
respecting the principles of transparency and inclusiveness".
Based on the outcome of the 2011 Ministerial Conference in Geneva, the US and Australia took the
initiative to further explore the possibility for a plurilateral trade in services agreement with those
WTO members willing to engage in substantive services liberalisation - the so-called Really Good
Friends of Services (RGFs). The general idea behind the initiative is now that such a plurilateral
agreement would be based on GATS, to facilitate possible multilateralisation of the agreement later.
For the moment, the discussion does not foresee to apply TiSA on a MFN basis.
It should be noted that there have been some changes to the group of RGFs (from now on referred
to as TiSA participants) over time. Participation has increased from originally 16 to currently 23
WTO members, comprising: Australia, Canada, Chile, Colombia, Costa Rica, the EU, Hong Kong,
1

The Uruguay Round was the 8th round of multilateral trade negotiations conducted within the framework of the General
Agreement on Tariffs and Trade (GATT), which was in place from 1986 to 1994 and included 123 countries.
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Iceland, Israel, Japan, Liechtenstein, Mexico, New Zealand, Norway, Pakistan, Panama, Paraguay,
Peru, Korea, Switzerland, Taiwan, Turkey and the United States. China and Uruguay have also
recently expressed interest to join the negotiations.
According to the terms of reference (ToR) for this study, There is a common understanding
between TiSA participants that this plurilateral Trade in Services Agreement (TiSA) should be
comprehensive and ambitious, and should also reflect the autonomous liberalisation that has taken
place already, thus binding the current practice. It should also aim to achieve further market access
commitments, while at the same time creating new or enhancing existing disciplines relevant to
services trade. It should also include further disciplines related to domestic regulation, international
maritime transport, information and communication technology (ICT) services, e-commerce,
computer-related services, postal and courier services, financial services, temporary movement of
natural persons, government procurement of services, export subsidies, and state-owned
enterprises.

2

In March 2013, the European Commission was given a mandate by the EU Member States to open
negotiations on a plurilateral trade in services agreement together with the other TiSA participants.
The present study aims to assess the potential sustainability impacts of such an agreement from
the EU’s perspective.

1.2

Trade SIA methodological pillars and framework
The overall approach to this Trade SIA is based on three linked phases:
1. Overall analysis of the sustainability impacts arising from the implementation of a future
plurilateral Trade in Services Agreement (TiSA);
2. Sectoral Trade SIA for TiSA;
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
3

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. In addition, 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 is presented in Figure 1.1. It follows closely the overall methodology as
outlined in the Trade SIA handbook, but includes some important additions and aspects that we
have come to appreciate and seen as valuable over time (for example with respect to the
consultation process). This methodology has been used and tested in several previous Trade SIAs,
most recently in the SIAs on Euromed and TTIP (underway).

2

3

8

This list is neither exhaustive, nor is there already agreement that there will be new /enhanced disciplines in all of these
areas/sectors.
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).

Figure 1.2 is based on Figure 1.1 but provides more insights with respect to the more complex
methodological tasks related to the quantification of the trade cost reduction equivalent. This adds a
methodological dimension relevant for trade in services in particular and not entailed in
“conventional” TRADE SIAs.

1.3

Summary of methodology employed
In order to conduct an analysis that fulfils the requirements of a Trade SIA, different methodological
approaches will be applied. The mapping of Trade SIA TiSA specific tasks (Figure 1.2) to the
generic Trade SIA framework (Figure 1.1) already provides an overall indication of the methods we
will employ for this study. Here, we present a concise summary of how we will approach the
different aspects of the project. More detailed descriptions can be found in the remainder of this
inception report.
We will apply a methodology based on six main pillars developed on the basis of the ToR, the
Trade SIA handbook and our own experience from previous Trade SIAs of what works well. There
are two important reasons for applying such a multipronged approach: (1) weaknesses of one tool
or method can be overcome by using others and (2) different methodologies and tools delivering
results that point in the same direction, are important to validate and test the robustness of results.
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•

Prepare a review of trade in environmentally related services;

•

Based on a screening and scoping exercise, identify the most relevant environmental issues
related to TiSA, and delve deeper into these impacts with the help of case studies.

Sector analysis
Through causal chain reasoning we will arrive at an analysis of direct and indirect impacts of the
TiSA at sector level with a focus on the EU. We will test these impacts by applying qualitative
techniques such as interviews and surveys, literature review, secondary data analysis, etc. We will
describe the baseline situation of the sector, assess market access conditions, and analyse the
sectoral impacts along the sustainability dimensions. Finally, using the framework established in the
“main” sectoral analysis we will use a difference based approach to highlight differences between
the EU and selected TiSA Participants in terms of impact in a number of case studies.
As explained above, both in the social and environmental analysis and in the sector analysis, we
will undertake case studies, to assess the impact of TiSA in more detail. This selection of case
studies is needed because of the large number of countries involved. Figure 1.3 presents at what
different levels case studies are undertaken. It is for illustrative purpose only, as the actual selection
will only take place at the end of the interim phase.

United States

Turkey

Switzerland

Rest of EFTA

Perù

Paraguay

Panama

Pakistan

Norway

New Zealand

Mexico

Korea

Japan

Israel

Hong Kong China

EU

Costa Rica

Chile

Canada

Case study topic
Environmental analysis
- Env. Issue 1
- Env. Issue 2
- Env. Issue 3
- Env. Issue 4
- Env. Issue 5
Social analysis
- Soc. Issue 1
- Soc. Issue 2
- Soc. Issue 3
- Soc. Issue 4
- Soc. Issue 5
Human rights analysis
- HR Issue 1
- HR Issue 2
- HR Issue 3
Sector studies
- Sector 1
- Sector 2
- Sector 3
- Sector 4
- Sector 5

Australia

Country focus

Colombia

Possible selection of case studies during the TSIA
Chinese Taipei

Figure 1.3

1.3.2 Methodological pillars of the interactive input
Consultation is a key element of the study since the inputs of all stakeholders (businesses,
administration, civil society, industry, etc.) into the negotiation process are needed to identify the
main issues in relation to the sustainable development effects of TiSA. 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 7. The dissemination of the results will be done by means of
a dedicated website, which is also presented in chapter 7. Furthermore, a preliminary list of
selected stakeholders can be found in the Annex B.

12
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Economic analysis

2.1

Trade cost equivalent: econometric approach

2.1.1 Preliminary data work
Before we can define model scenarios, or even discuss the regulatory and cost impact of an
agreement on services trade by means of quantified trade costs and reduction equivalents, we first
need to benchmark the status quo. This will be done in a three step approach:
1. Consolidation of regulatory and Non-Tariff Measures (NTM) data;
2. Integration with trade data;
3. Creation of Trade in Value Added (TiVA) based regulatory indexes.
In Step 1 we will consolidate available regulatory and NTM data from various sources including the
World Bank Service Trade Restrictiveness Index (STRI) database, the OECD regulatory indicators,
the World Bank and OECD’s cost of doing business rankings, and UNCTADs NTM survey data.
For Step 2 we will take advantage of the integrated Trade in Services database (TSD) recently
updated for the World Bank (Francois and Pindyuk, 2013). This database was developed as an
input to the World Input Output Database (WIOD) and includes a reconciled version of source data
from the OECD, Eurostat, UN, and national sources on bilateral services trade. These data have
also been “scrubbed” of known problems with OECD and Eurostat trade data for services, and
represent the best available bilateral services database. We will also work with recent FATS-based
trade data (foreign affiliate trade statistics) from Eurostat, the OECD, and the US to examine
turnover, net income, and employment patterns of foreign affiliates of service providers.

2.1.2 Modelling the impact of bindings with gravity
We propose to examine two aspects of policy and bindings on policy econometrically. This involves
application of a gravity model of trade in services. On the basis of this model, scenarios will then be
specified for the CGE model. Specifically, we will first include the level of current openness, based
on the World Bank’s services trade restrictiveness estimates. These will yield estimates of the
marginal impact of variations in actual policy on observed trade in services. The advantage of this
approach over residual based methods is that we will not be attributing all unexplained services
trade (basically the residuals in the gravity model) to trade restrictions. As measures of policy
restrictiveness, we will work with the World Bank’s estimates, as well as OECD estimates of
restrictions on FDI in services. In addition to including measures of services openness in the gravity
regressions, we will also include measures of the gap between bound rates on services market
access and the applied level of access. Here, we will work with World Bank estimates of the gap
between bound rates and applied rates that follow from their assessment of scheduled GATS
commitments and if necessary we will improve on those on the basis of the text of the GATS
commitments (to have a detailed sectoral breakdown). To the extent there is an impact following
from reduced policy uncertainty – i.e. from less binding overhang or water in the binding vis-à-vis
the applied rate – we expect this to be shown in the gravity regressions. Even if we do not find
significant effects related to gaps between bound and applied rates, this would itself be informative.
In more technical terms, Box 2.1 presents the approach in more detail.
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Box 2.1 Technical explanation of approach to the gravity analysis
We will follow the now standard approach of an exponential representation of services trade. Defining
Vj,s,d as the value of services in sector j that are exported from source country s to destination country d
this means the basic estimating equation is the following:
(1)

V(j,s,d)=e^(Σkbj,k Sk +Σibj,i Dj,i +Σhbj,h Xj,s,d+εj,s,d )

In equation (1), the terms b are coefficients to be estimated. The source country terms Σkbj,k Sk can be
captured with a dummy variable that is source specific. Alternatively, a Taylor-series expansion has been
used in the recent literature to include source specific variables. Similarly, the destination specific variables
Σibj,i Dj,i can also be captured by a dummy that is destination specific. However, as we will be working with
measures of policy and binding overhang that are destination but not country-pair specific, we will need to
employ Taylor-type expansions instead of destination-specific dummy variables. (See Baier & Bergstrand
2009, and Francois & Manchin 2014). The remaining terms in the regression, Σhbj,h Xj,s,d, represent pairwise
measures of geographic, cultural, and economic policy distance that vary between country pairs. These
variables include such measures as physical distance, common language, common legal systems, and
political science measures of similarity of political systems. Note that measures of trade restrictions, and
well as the gap between actual policy and GATS commitments are included in the terms Dj,i. The gravity
equation will also include a control for the selection into exporting.
To the extent we identify coefficients bj,i with respect to both restrictions on services, and the gap between
bound and applied rates, which are both variables included in Dj,i, we can then use these coefficients,
combined with corresponding values the variables themselves, to design experiments. These can be based
on reductions in the gap between bound and actual policy (assuming this proves significant in the
regressions), or changes in the policies themselves. We would take these coefficients, combined with
elasticities either from the GTAP database itself, or from the elasticities reported by Francois and Hoekman
(2010) to translate such changes in bound and actual policies into effective trade cost reductions. One
option will therefore be to apply such reductions, obtained with a reduced form, to the CGE model directly,
to estimate the impact of policy changes, we will however also explore a more structural approach
introducing uncertainty in the CGE model and endogenise the trade impact of the legal binding of the
applied levels of restrictions.

There is, if course, the risk that we will not be able to identify any impact of more strict bindings on
trade flows. As it is well known that bindings tend to be well above actual applied rates, there is the
chance that no impact is identified in the data. Furthermore the econometric estimates might turn
out to be not different from zero because of high standard errors (which might stem from
mismeasurement). If this proves to be the case, we will then need to explore alternative options
with the client.
There is also the important question of how experiments are specified based on the gravity
analysis. Trade cost estimates will be based on the gravity estimates of applied policy and the cost
of binding overhang. However, a critical decision to be determined with the client is the extent to
which we should assume that GATS-based binding overhang is reduced in TiSA. One option for
doing this is to use available WTO rankings of GATS versus existing services agreements to guide
this stage of the analysis. Though these gap assessments are crude, they may provide some
benchmark. Otherwise, once we have quantified the impact of GATS-based binding overhang, we
will need guidance from the client on how much of the GATS-bound vs applied gap will be closed
under TiSA.
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3.2.1 Quantitative baseline description
A total of 20 social indicators are selected for use in the social analysis. All 20 indicators are
commonly used to measure labour market performances, are related to at least one of the decent
5

work pillars and potentially change to some degree as a result of significant trade liberalisation.
The main source used for indicator data is the Key Indicators of the Labour Market (KILM) tool of
6

the ILO . The main advantages of the use of this tool are (1) the large number of indicators
included, (2) that the same indicators in different countries have been adjusted where necessary to
ensure consistency, and therefore comparability, between countries and (3) the large number of
countries with data. The KILM combines different data sources, including the OECD, ILO, World
Bank Development Indicators and national statistical offices. Indicators not available through KILM
have been taken directly from other ILO sources.
Table 3.1 provides an overview of the 20 indicators which will be used for the baseline description.
The second part of the table lists the variables from the CGE modelling which will be used in the
social impact analysis.
The baseline value indicators can be linked to the CGE effect indicators in the following ways:
•

Job creation indicators (B1) – (B6): Increased output as a result of trade liberalisation is
likely to result in an increase in employment, wages or a combination of the two. However, it
should be noted that the CGE model cannot estimate both total employment and total wage
changes. The CGE modelling results used will only include wage changes and are estimated
using an assumption of fixed employment. As a result, only labour displacements at sector level
can be provided.
With respect to total (un)employment effects, it is thus not possible to provide quantitative
estimates. However, a likely direction of change on (un)employment can usually be argued for
using changes in GDP and in wages. For example, an estimated increase in GDP and in wages
7

Is likely to result in job creation .
•

Rights at Work (B7), Social security (B8) – (B11) and Social dialogue (B12) – (B13)
indicators: Impacts of the agreement, if present, will be indirect. Depending on the content of
the agreement (e.g. trade and sustainability chapter), rules and regulations could change.

•

Poverty and inequality (14) – (15): Levels of poverty and inequality can change as a result of
changes in expenditure possibilities, measured in consumer prices, and changes in wages.
Both prices and wages are included in the CGE estimates.

5
6
7

20

There are four decent work pillars: (1) Job creation; (2) Rights at work; (3) Social security; (4) Social dialogue.
See http://www.ilo.org/empelm/what/WCMS 114240/lang--en/index htm.
The increase in demand could be translated completely in higher wages. However, it is more likely that an increase in
employment has also taken place, possibly included in the CGE estimated wage effect due to the assumption of fixed
employment.
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Table 3.2 on the next page is an example of the output table, which will list the values of the
selected social indicators for each country. Next to the baseline value indicators it will also include
the TiSA effect indicators, thus making it a tool for analysis in the impact assessment (see section
3.3). For each combination of social baseline value indicator and country, the value of the indicator
will be shown, as well as a ranking sign. This sign shows how the value of a specific indicator
relates to the value of the same indicator for the other TiSA Participants. The meaning of the signs
are based on dividing the countries in three groups equal in size, based on their ranking of the
value of the indicator:
 Country is in the top group of countries with available data in terms of highest value for the social
indicator;

- Country is in the middle group of countries with available data in terms of highest value for the
social indicator;
 Country is in the lowest group of countries with available data in terms of highest value for the
social indicator.

3.2.2 Qualitative baseline description
The topics of general ILO decent work status and progress, as well as the status and progress on
ILO core conventions are difficult to include in a table with a single indicator. Parts of the decent
work pillars are covered by the social indicators listed above. For those countries that have a
9

Decent Work Programme , the reported status and progress, based on ILO reports, will be also
analysed.
With respect to the ILO core conventions, we will report on ratifications of the conventions, as well
as on any relevant remarks from the ILO Committee of Experts on the Application of Conventions
and Recommendations (CEACR). Thus we aim to identify any relevant issues with respect to ILO
conventions currently present. We will focus on indicators for ratification and implementation of the
following core labour standards:
•

No. 29 and 105 on elimination of forced labour;

•

No. 87 and 98 on freedom of association and the right to collective bargaining;

•

No. 100 and 111 on non-discrimination; and

•

No. 138 and 182 on elimination of child labour.

9

Countries with a Decent Work Programme: Chile, Pakistan and Paraguay. Note that these are mostly the countries which
are not included in the social indicators table above, which contains data for less than 20 countries.
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3.3

Impact analysis

3.3.1 Quantitative analysis
The quantitative analysis of the impact of TiSA on each country will be done using the effect (CGE)
indicators (C1) - (C4). We will analyse:
•

Wage effects, including the differences between high and low skilled workers;

•

Consumer price effects, with a focus on the difference between food and non-food price
changes;

•

Labour displacements between sectors.

The quantitative analysis will take into account differences between countries in the
abovementioned effects.

3.3.2 Qualitative analysis
In the qualitative impact analysis, where possible, the baseline indicators are linked to the effect
(CGE) indicators, discussed above. Applying causal chain analysis, we will deduce likely relevant
effects in terms of changes of the baseline value indicators as a result of the implementation of
TiSA. Where possible, we will also link the estimated CGE effects to the qualitatively described
status of the ILO core conventions and the decent work status in the countries with a decent work
programme.

3.4

Case studies
Based on a screening and scoping exercise a total of five case studies of a single issue in a single
country will be identified. The selection criteria for illustrative case studies include at least one of the
following:
1. High impact in at least one of the CGE estimated effect indicators (C[x]);
2. High or low value in at least one of the baseline level indicators (B[x]);
3. A relevant estimated effect after linking 1. and 2. in the qualitative impact analysis (see
paragraph 3.3.2).
In addition, stakeholder input could be used to select the case studies.
Table 3.2 will be used as a tool for the screening and scoping to select the case studies. Each row
will provide information on the level of baseline indicators, CGE effect indicators and the
performance of these indicators relative to other countries. If issues turn out to occur in several
countries, a horizontal case study can be selected. A focus on a specific sector will be left for the
sector studies.
Five case studies will be selected and conducted for specific country-issue combinations. The case
studies will include an impact assessment starting with a summary of the overall results for the
specific issue and country. Taking the basic linkages between indicators and CGE results as a
starting point (insofar as possible – this can only be done to a limited extent for case studies
selected on the grounds of stakeholder input), additional desk-based research related to the
baseline situation, causal-chain analysis and some consultation with key stakeholders (e.g. trade
unions in specific country)will be conducted, thereby allowing for a deeper assessment of issues
and policies at play.

Trade SIA in support of negotiations on a plurilateral Trade in Services Agreement (TiSA)
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3.5

Human rights analysis
Our approach in this study is to focus on the HR issues that are likely to be affected by the TiSA.
Since so many countries are involved in the analysis, it is important to detail the prioritisation
element of the approach that encompasses the EU as well as the TiSA Participants. This will avoid
loss of focus due to a consideration of all HR issues and all countries, which may provide a lot of
very general and less relevant information and as such is not within the scope of this study.
Our practical approach consists of five steps. Each step is briefly described below.
1. Identify the main HR issues likely to be affected by the TiSA – based on experience of
other Free Trade Agreements
Based on previous Trade SIA analyses conducted by Ecorys and CEPR, we will make a preselection of basic human rights that are most likely to be affected by the plurilateral trade in
services agreement, taking into account differences between TiSA and other trade
agreements.

10

This approach will allow us to focus on the most substantial expected effects.

2. From our economic and additional quantitative social analysis derive the main expected
HR impacts of TiSA
As described, the study will include quantitative analysis of expected economic effects of TiSA,
as well as additional social and environmental quantitative analysis. The results from these
analyses will show, at the aggregate and at sector level, how TiSA could impact the EU and the
other TiSA Participants. As such they are a first step to look at potential HR effects of the
plurilateral trade in services agreement – focusing on those human rights prioritised in Step 1. In
countries where TiSA is not expected to have much economic, social or environmental impact, it
is unlikely there will be large HR effects.
3. Focused screening of HR records of the EU and TiSA Participants
The HR records of the EU and TiSA Participants in this study vary substantially. Based on
Steps 1 and 2, we will conduct a focused screening of the HR records of the EU and TiSA
Participants where we see that relevant HR elements are likely to be affected by TiSA (Steps 1
and 2). This focused screening will consist of: 1. Ratification of core HR treaties; 2. Short
summary of implementation of core HR treaties in practice. This focused screening is important
to help draft policy recommendations because it displays the degree of HR resilience present in
a country in the face of potential effects.
4. Three specific HR examples
In addition to the overall analysis described in Steps 1, 2, and 3, we will also zoom in on a
maximum of three HR-country (and -sector) specific issues to illustrate potential HR effects. We
will apply causal chain analysis that runs from the expected change in production structure due
to the plurilateral services agreement to expected HR impacts.
5. Draft policy recommendations and flanking measures
Throughout the first four steps, we will gather information that underpins useful and concrete
policy recommendations and flanking measures to enhance the positive and reduce the
potential negative impacts of the TiSA on human rights.

10
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For example, recent TSIA looked at deep and comprehensive free trade agreements (DCFTAs), where partner countries
approximated to EU trade rules, e.g. in the area of SPS. This approximation will not be part of TiSA, hence the HR impact
related to SPS approximation will also not occur.
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Typically, the scale effect influences emissions positively, whereas the composition effect can
reflect a reorientation towards less polluting or energy-intensive sectors, and have a reducing
effect.
Data sources and coverage
For the emission figures of the quantitative analysis, data from WIOD

15

will be used. The database

concentrates on emissions related to economic activity. Therefore, the sector definitions of the
WIOD database differ only slightly from those of a typical GTAP-based CGE model, but with some
matching and aggregation, it is expected that a disaggregation level of around 10-15 sectors can be
achieved. The latest available year in WIOD is 2009.
Data are available for the following TiSA Participants:
•

Australia;

•

Canada;

•

Chinese Taipei (Taiwan);

•

EU-27 ;

•

Japan;

•

South Korea;

•

Mexico;

•

Turkey;

•

United States.

16

With Australia, Chinese Taipei, and Turkey, three countries are covered with which the EU
currently does not have or is not in negotiations for a trade agreement including services, meaning
that comparatively larger effects can be expected there.
The emissions covered under this analysis will be:
•

Carbon dioxide (CO2);

•

Local air pollutants: nitrogen oxides (NOX), sulphur oxides (SOX), and non-methane volatile
organic compounds (NMVOC).

CO2 is a special case, as the CGE model reports TiSA-induced changes in emissions directly. The
team will review the data from both the CGE model and from WIOD and subsequently decide which
to use for the quantitative assessment.
While other emission databases may provide a larger country coverage, it appeared more
appropriate to use WIOD because of its larger sector disaggregation possibilities. For the countries
it covers, a comparatively thorough analysis of scale and composition effects will be possible,
making the quantitative analysis as thorough as possible. This trait of the WIOD-based analysis
also speaks against the parallel use of it with other databases which have less sectoral detail, as
the results would not be comparable. Other countries than those in WIOD – and other types of
emissions, such as particulate matter, or other environmental issues – will still be covered by the
qualitative analysis based on indicators, causal chain analysis, and case studies.
Calculation of effects
Using sectoral emissions information from WIOD and matching it with the CGE sectors, or in the
case of CO2 taking it directly from the CGE model, sector emission coefficients can be established.
15

16

http://www.wiod.org/database/ea.htm, for more informa ion also see
http://www.wiod.org/publications/source docs/Environmental Sources.pdf.
WIOD does not cover the EU28. For an overview of WIOD’s environmental accounts’ country coverage see:
http://www.wiod.org/new site/database/eas.htm
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With the help of these coefficients and the projected value added changes in the respective sectors,
combined with the projected increase in total GDP, the total, scale and composition effect of TiSA
will be calculated.
The greenhouse gases can either be presented individually or can be converted into CO2
equivalents (using United Nations Framework Convention on Climate Change (UNFCCC)
conversion rates) and added up.
The total effect of greenhouse gases can additionally be expressed in welfare terms, i.e. in
monetary values. The approach will be to convert all GHG emissions into CO2 equivalents and
multiply the change in total GHG emissions by an estimate of the social cost of carbon (SCC). In
line with previous Trade SIAs, we suggest to assume a value of €20 per tonne CO2. This is roughly
17

in line with the median reported in a meta study on the SCC by Tol (2008) . However, as very
diverse estimates for the SCC exist, the final choice of the SCC will be made in discussion with the
client.
The welfare analysis for air pollutants depends on the availability of generic values of external costs
per pollutant. Again, we opt to use one single database for such values, which is the results table
18

from the NEEDS project . This covers:
•

19

EU27 ;

•

Switzerland;

•

Turkey.

4.3.2 Qualitative analysis
The qualitative analysis of TiSA environmental effects will consist of three parts:
1. In a first step, a literature review of trade in environmental services will be carried out;
2. The second step is an extended screening and scoping exercise in order to single out issues for
case studies;
3. In the third step, 5 case-studies will be carried out to allow for more in-depth qualitative analysis
of selected issues.
Review of trade in environmental services
There are two focus areas for the review of trade in environmental services in the context of TiSA:
•

The first is the potential complementarity of environmental goods and services in the value
chain, especially where liberalization of services could enhance the effectiveness of reduced
barriers in environmental goods trade. For example, for effective use of environmental goods,
installation services or other technical consultancy is often required. Such services are
complementary to the goods traded and may tend to develop in clusters together with
manufacturing or development of the environmental goods. Enhanced access of foreign service
providers may therefore improve the effectiveness of use of imported environmental goods;

•

The second is the direct impact of environmental services on environmental issues, such as
waste water treatment or waste collection. Often fears are voiced that international companies
entering the markets for these services cannot replace traditional or formerly state-controlled
services sufficiently.

17

18
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Tol, R. (2005): The marginal damage costs of carbon dioxide emissions: an assessment of the uncertainties. In: Energy
Policy 33.
www.needs-project.org.
This analysis hinges on emissions data used from WIOD (see previous section).
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Case studies
Based on the screening and scoping exercise described above, five case studies will be selected
and conducted for specific country-issue combinations. The case studies will include an impact
assessment starting with a summary of the overall results for the specific issue and country. Taking
the basic linkages between indicators and CGE results as a starting point (insofar as possible – this
can only be done to a limited extent for case studies selected on the grounds of qualitative review
of environmental services trade, or stakeholder input), additional desk-based research related to
the baseline situation, and causal-chain analysis will be conducted, thereby allowing for a deeper
assessment of issues and policies at play.
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Criterion 1. Initial importance for the EU economy
The potential impact of a TiSA on economic sectors differs with the importance and position of this
sector in the economy in that a small change for a significant sector might cause more impact than
a large change for a very small sector at national level. By taking into account these considerations,
negotiation efforts can be directed at the most relevant issues with the potentially biggest impact.
The indicators used to screen the economic sectors in terms of their importance will include:
•

Sector share in total value added;

•

Sector share in total employment;

•

Sector share in exports.

Criterion 2. Expected economic impact from a TiSA
A second criterion for the scoping exercise is the impact from a TiSA on specific service sectors.
The outcomes from the CGE modelling will be used to assess this impact from implementing the
Agreement. The dynamic CGE results will also ensure that the ‘enabling nature’ of certain
catalysing sectors (such as transport) is taken into account; in other words, potential ‘spill-over
effects’ from specific service sectors to other sectors will also be taken into account. Combined with
the first criterion this criterion establishes a quantitative (economic) base for the selection of
important sectors, including changes to exports (cf. export potential), employment and contribution
to GDP.
Criterion 3. Expected social, environmental and human rights impact
The additional analysis of social, environmental and human rights impacts conducted as part of the
overall analysis will also result in an identification of sectors or issues that are crucial to either one
or all of these dimensions. Using the additional analyses and further logical reasoning (causal chain
analysis), significant social, human rights and / or environmental impacts related to specific sectors
or horizontal issues will be identified and specific issues flagged.
Criterion 4. Stakeholder issues of special importance
By means of consultations the study will incorporate the input from civil society and key
stakeholders to the TiSA negotiations. Their feedback on sectors and/or horizontal issues will be of
vital importance for the sector selection via this criterion 4. Through our various consultation
channels (see Chapter 7) stakeholders are invited to indicate sector or horizontal issues that they
see as specifically important for indicated reasons.
Criterion 5. Strategic importance of the sector / issue in negotiations
Under this criterion a number of other issues may be considered that would warrant sector /
horizontal issue selection, such as existence of traditional industries and priority sectors for the
negotiations of agreements on conformity assessment. We propose that such additional issues will
be taken into account specifically if they are of importance to the negotiations, essentially making
the negotiations as such a fifth, overriding criterion.

5.3

Preliminary screening of key issues in the EU regarding TiSA
Criterion 1: Initial importance for the economy
Table 5.2 provides the preliminary baseline shares for EU value added, exports, and imports of the
21

respective GTAP sectors . With more than 70% services take the largest share in value added of
21
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Please note, that splitting out Professional services, as well as ICT, as suggested in Table 2.1, is s ill ongoing. Preparing
an updated baseline hinges on this activity.
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•

The IT and telecommunication, as well as maritime transport sector are of specific interest,
more or less in line with the broader sector focus of the ToR (see also criterion 5). Additionally,
the regulation of data flows is an important issue;

•

Sensitive sectors are also those that are considered essential such as health care and
insurance, water and energy provision, postal distribution, education, public transportation, and
sanitation;

•

With possibly increased opportunities for temporary movement of natural persons under a TiSA,
it would be important to guarantee legal protection for their human and labour rights.

Criterion 5: Strategic importance of sector in the negotiations
Based on inputs received from the Steering Committee several issues of specific interest for the
TiSA negotiations have been identified in this preliminary phase. The SC has indicated that the
sectors mentioned in the terms of reference are still of particular interest. These are financial
services, transport services, ICT and computer related services, as well as E-commerce.
Furthermore, foreign equity capital, procedures and conditions for establishment, and licensing
procedures and requirements are the horizontal issues of interest to the Steering Committee and by
extension the negotiations. A highly relevant factor for the results of the study is the countries to be
included in the scenarios as TiSA participants. Currently participation is a moving target with
individual BRIC and/or ASEAN countries potentially joining the agreement. As mentioned in chapter
2 this has to be decided as part of the scenario building exercise.
Throughout the study the Steering Committee will provide inputs and feedback on the sectors or
horizontal issues of interest.

5.4

Sector studies
Following the screening and scoping exercise described above we will select five sectors for indepth analysis. The sector reports will follow a “standardised” template that guarantees
comparability between them.

5.4.1 Outline
We will carry out each sector analysis according to the following steps:
1. Analysis of the baseline situation:
We will start with an overview of the current situation in the sector, as this is crucial for
understanding how it will be affected by the TiSA. The analysis of the baseline covers the
assessment of the structure and performance of the sector in the EU, as well as the
identification of particular sustainable development issues important to the sector;
2. Analysis of market access conditions:
This analysis will identify current barriers to services trade in the selected sectors and how
these barriers are likely to change. The focus will be on EU service exporters and the barriers
they face in a selected number of export destinations, distinguishing between the different
modes of supply;
3. Assessing the impact of TiSA:
The analysis will be carried out along the sustainability dimension. As such, for the economic
impact we will focus on the effects on the domestic market (prices, competition) and trade
(imports and exports). Furthermore, the assessment of the social impact will focus on
employment effects, wage and price effects (consumer effects), labour conditions effects, effect
on the informal labour in the sector, health effects, HR effects. Lastly, the assessment of the
environmental impact will focus on effects in waste, water, air pollution, climate change and
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biodiversity, to the extent relevant, both looking at direct and indirect effects (the effect that
services sectors have on other sectors in the economy through their supporting nature);
4. Assessing the impact of TiSA for TiSA Participants:
The analysis through case studies within the sector reports will use the general sector study
framework but focus on distinct differences in a number of TiSA participant countries as
compared to the EU, i.e. apply a difference-based approach. The selection of these case
studies will follow a similar approach as the screening and scoping exercise for the sector
selection as presented in section 5.2..

5.4.2 Methodologies applied in the sector analysis
In the sector studies, we apply a range of complementary methodologies. The main ones are the
following:
•

Review of data and literature: analysis of relevant literature, including sector studies, policy
documents, academic articles, and analysis of available data on production, employment, trade,
etc.;

•

Review of relevant legislation and regulation in the sector, incl. service schedules in the WTO
for selected countries and possible market access issues;

•

Causal chain analysis, based on CGE results and other collected information;

•

Survey to help in assessing the impact on business and SMEs in particular;

•

Structured interviews with representatives of government, trade and industry associations, civil
society and environmental agencies, academics and other (sector and/or local) experts.
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6

Resources and references for this study

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 D.
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7

Consultations

As indicated, consultations are an essential part of a Trade SIA. We will undertake an extensive
and complementary range of activities aimed at consulting with the various key stakeholders that
are affected by a possible TiSA. The interaction between international and local experts, NGOs,
business, national government officials, EU-officials and other stakeholders will lead to a two-way
exchange of information: The study team informs stakeholders about TiSA and its impact by
disseminating (intermediate) study results, while stakeholders in turn provide important input into
the process and feedback on the results. The consultation process thereby increases the
understanding of the potential economic, social and environmental impacts of TiSA.
This chapter presents a brief overview of the stakeholder landscape, followed by a description of
the consultation activities.

7.1

Stakeholder landscape
A key challenge in the consultation process for this study is related to the large number of
stakeholders, given that the TiSA negotiations currently comprise 23 participants, while other
countries are or may be interested to join the negotiations in the future. As with other Trade SIAs,
the group of relevant stakeholders is also diverse, ranging from for example ministries, to business
association and to social/environmental NGOs.
To identify key stakeholders in the 23 participating parties in the negotiations, the following
initiatives have been taken so far:
•

We contacted and involved EC Delegations in the TiSA participant countries from the very start
of the study; numerous suggestions were made by these delegations for inclusion in our list of
key stakeholders;

•

We identified relevant EU stakeholders based on our past experience with Trade SIA
consultation processes, and identified a number of additional stakeholders that are especially
relevant for the TiSA;

•

We are in close contact with the European Economic and Social Committee (EESC) on relevant
stakeholder consultation activities that we could attend and on European stakeholders that are
considered by EESC as relevant for this particular study;

•

We have been in touch with the European Services Forum, to receive their relevant contacts.

This first identification exercise has led to a list of relevant stakeholder organisations for both the
EU and other TiSA participants. This list can be found in Annex C. It will be further expanded and
fine-tuned during the project. The extent to which the organisations from the list will be involved in
the study depends on their interest in the TiSA and their willingness and time to actively participate
in the study. It also depends on the outcomes of the first phase of the study, i.e. on the specific
sectors and social, environmental or human rights issues that come out as likely to be most
affected by the TiSA, as well as on the countries for which we will analyse specific issues in more
detail (case studies).
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7.2

Stakeholder consultation plan
Stakeholders will be consulted throughout the course of the study. We will use different tools and
forms of interaction, which are briefly summarised below. An overview of the feedback and
suggestions received from stakeholders so far and how we have addressed these is available in
Annex E.
Given the large number of countries involved, the emphasis will be relatively more on internetbased tools as compared to other Trade SIAs.
Website
During the inception phase we have developed a dedicated website for this study, which forms an
essential part of the consultation process. The link to this website is: www.trade-sia.com/tisa; a
screen shot is provided below. The content of the website is available in English.
Figure 7.1

Visitors of the website can access the following information:
•

News items about the activities of the project team and the progress made so far;

•

Background information about the TiSA, the Trade SIA, and the study team;

•

Information about the planning of consultation activities (e.g. public meetings in Brussels);

•

Reports, presentations and minutes of meetings, which can be downloaded from the website.

•

Links to the social media channels (Facebook, Twitter and LinkedIn), to other Trade SIA
websites, relevant websites of the European Commission and EU Delegations, national
government websites, etc.;

•

Contact information for questions and feedback.

Newsletters
Based on the list of relevant stakeholders that we identified (see section 7.1), we have developed a
mailing list. Regular newsletters will be sent to the stakeholders on this list, informing them about
the project activities and inviting them to provide feedback on our reports, attend meetings,
participate in the survey, etc.. A first news letter has been sent on 28 April.
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Annex A: Service sector mapping

Please find in this appendix the detailed mapping of the sectoral aggregation presented in chapter
22

2. Please note that goods sectors include a more detailed description , while GTAP service
sectors are mapped to EBOPS sectors.

22

See also: https://www.gtap.agecon.purdue.edu/databases/contribute/detailedsector.asp
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mechanisms http://ec.europa.eu/social/BlobServlet?docId=7220&langId=en;
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