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Overview	  

•  The	  New	  Regionalism	  
–  Drivers	  
–  Expanded	  cope	  for	  third	  country	  effects	  

•  NTM	  levels	  and	  scope	  for	  reducKon	  in	  megadeals	  
–  DiscriminaKon	  
–  AmbiKon	  

•  TTIP-‐based	  examples:	  	  why	  discriminatory	  or	  non-‐
discriminatory	  approaches	  to	  NTMs	  maPer	  
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The	  New	  Regionalism	  
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The	  New	  Regionalism	  

•  Regional	  producKon	  networks	  and	  cross-‐border	  
trade	  in	  parts	  and	  components	  (now	  almost	  80%	  
of	  world	  trade	  is	  intermediates)	  

•  MNEs	  operaKng	  in	  mulKple	  regulatory	  regimes	  
•  Demand	  for	  progress	  in	  areas	  outside	  WTO	  
(hence	  Baldwin’s	  call	  for	  WTO	  2.0)	  
–  RegulaKon	  of	  MNEs	  
–  Behind	  the	  border	  measures	  
–  Increased	  importance	  of	  NTMs	  (aka	  NTBs),	  and	  impact	  on	  policy	  calculus	  (poliKcal	  

cost-‐benefit	  analysis)	  
–  Trade-‐related	  IP	  issues	  (overlap	  with	  compeKKon)	  
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Coverage	  of	  Regional	  Agreements	  
Overview

TTIP in Context: Mega Dealmaking
Constraints and third countries

EU and US Agreements Old and New
EU and US Agreements Old and New
Multilateral Gridlock and Plurilaleral Solutions
Services trade costs

Newer, Deeper Agreements

There is a trend toward deeper preferential agreements (DESTA)

25"
"

Figure$1a:$PTAs$over$time$ Figure$1b:$Depth$of$FTAs$over$time$

 

  
Source:$Dür$et$al$(2014)$ Depth$indexed$0E7.$Source$Dür$et$al$(2014).$

Vertical$bars$indicate$standard$deviations.$
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Figure 1: PTAs over time.
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Figure 5: Depth over time.
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The vertical bars show the standard errors of the means.
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DESTA scores FTA depth based on the structural elements of agreements. source: Dür, Baccini, Elsig (2014)
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Coverage	  of	  Regional	  Agreements	  

Overview
TTIP in Context: Mega Dealmaking

Trade cost estimates
CGE Analysis

Further Discussion

GOODS: Policy and FTA data
Services trade costs

DESTA: FTA trade coverage and depth

! Summary'of'trade'and'PTA'depth'
Depth!!
of!FTA!

dyad!
count!

trade!
million!USD!

1! 162! 383,618!
2! 666! 1,067,643!
3! 289! 376,583!
4! 322! 227,156!
5! 223! 500,067!
6! 149! 178,809!
7! 680! 3,882,378!

total!FTA!pairs! 2,491! 6,616,254!
non!FTA!paris! 9,706! 7,022,810!
total! 12,197! 13,639,065!

!
DESTA scores FTA depth based on the structural elements of agreements. source: Dür, Baccini, Elsig (2014)

EP panel: Rome Non-Tari↵ Barriers, Integration, and the Trans-Atlantic Economy October 2014 10 / 256	  



Value	  added	  and	  value	  chains	  

!
10!

 

 
Figure 1:  Value added (VA) and the gross value of trade 
Source: Francois, Manchin, and Tomberger (2015) 
 
 

 
Figure 2:  EU employment in non-local firms 
source: Eurostat 
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ProducKon	  and	  firms	  are	  also	  linked	  across	  the	  AtlanKc	  

2.8%	  of	  EU	  employment,	  
6	  million	  jobs,	  are	  in	  US	  	  
controlled	  firms.	  	  Another	  	  
3.7	  million	  produce	  for	  
exports	  to	  the	  US	  
(counKng	  indirect	  and	  
direct	  jobs).	  15%	  overall	  work	  
for	  foreign	  controlled	  firms.	  
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The	  new	  trade	  agenda	  

Overview
TTIP in Context: Mega Dealmaking

Constraints and third countries

This may take a long time...
And it will be hard...

Potential sticking points ... this will not be easy

28"
"

Figure"2F3"

 

 The Transatlantic Trade and Investment Partnership: Ambitious but Achievable

Using the results of the survey, each issue has been 
plotted in terms of its relative degree of difficulty (on 
the Y-axis) as well as its importance to the successful 
conclusion of the negotiations (on the X-axis). As the 
graph demonstrates, issues’ ratings skew towards 
being considered both difficult and important 
factors in the negotiations. This finding is consistent 
with public statements by policymakers that caution 
there is little or no “low hanging fruit” to be found in 
the transatlantic discussions. Nevertheless, there is 
a degree of variability across the issues that gives 
some sense of where the relative sticking points will 
lie and what stakeholders’ expectations are at the 
outset of negotiations. 

Two issues were considered both relatively important 
and less difficult to agree upon. These are the 
elimination of tariffs or significant tariff reductions 
across most sectors, and an alignment of transatlantic 
intellectual property right (IPR) protections. These two 
issues would most likely appear in any agreement.

In the upper right quadrant, there are a number of 
issues that, based on their scores in both degree of 
difficulty and importance, represent a wide spectrum 
of regulatory and policy divergences that could 
prove possible to bridge in a broad agreement, but 
are perhaps less likely to be successfully included in 
a more modest agreement.

These issues that are considered most difficult 
and most important will require the most significant 

investment of political capital. As the plurality of the 
issues that the survey addressed are considered 
both the most important and most difficult points 
of contention, leaders will need to actively engage 
with one another to ensure that negotiators and 
regulators are working together to bridge these 
wide policy differences over topics including data 
privacy, standards for manufactured goods, and the 
transatlantic regulatory process generally. Each of 
these issues has the potential to derail negotiations 
if not handled effectively. 

A final set of issues were rated very difficult and 
relatively unimportant to the success of the overall 
agreement, and are therefore found in the upper left 
section of the graph. While labor and environmental 
standards have been major points of contention 
as the United States and EU have negotiated free 
trade agreements with other partners, there is 
widespread agreement that the two sides’ relatively 
high respective standards make these issues less 
important and less controversial in a transatlantic 
deal. Similarly, geographic indicators are an issue 
which respondents see as being relatively difficult yet 
relatively unimportant as they represent a small piece 
of the overall trade relationship. In order to quickly 
secure an initial agreement on TTIP, negotiators may 
wish to simply leave these issues aside.

5

A recent survey of stakeholders by the Atlantic Council and the Bertelsmann Foundation (Barker and Workman,

2013) points to potential sticking points – GMOs, data protection, regulatory convergence all score as both

important and di�cult.

TTIP: Rome TTIP: the Global Perspective October 2014 14 / 14

Source:	  Stakeholder	  survey,	  AtlanKc	  Council	  and	  Bertelsmann	  FoundaKon	  (2013).	  
SKcking	  points:	  	  GMOs,	  data	  protecKon,	  regulatory	  convergence.	   9	  



Benchmarking	  barriers:	  non-‐tariff	  barriers	  
•  Example:	  Ecorys	  (2009)	  study	  represented	  a	  concerted	  effort	  

to	  triangulate	  barriers	  
–  Firm	  surveys	  –	  including	  overall	  rankings	  and	  detailed	  barriers	  
–  Industry,	  legal,	  regulatory	  experts	  
–  Econometrics,	  fed	  into	  CGE	  modeling	  

•  Some	  basic	  findings	  
–  The	  origin	  of	  barriers	  is	  not	  always	  deliberate.	  	  LegiKmate	  goals	  can	  be	  reached	  in	  

different	  ways.	  	  This	  in	  turn	  can	  lead	  to	  regulatory	  divergence.	  	  Exampled	  	  include	  
regulaKon	  of	  chemicals	  and	  motor	  vehicles.	  

–  Not	  all	  regulatory	  barriers	  can	  actually	  be	  negoKated	  and	  reduced.	  	  For	  example,	  the	  
Japanese	  require	  legal	  documents	  in	  Japanese.	  	  This	  concept	  is	  called	  acKonability.	  

–  Barriers	  can	  be	  grouped	  broadly	  into	  those	  are	  cost	  raising	  barriers,	  and	  those	  that	  
instead	  are	  rent	  generaKng	  barriers	  (i.e.	  they	  generate	  rents	  by	  limiKng	  compeKKon	  and	  
market	  access).	  

–  SemanKcs	  maPer:	  	  NTBs	  and	  NTMs.	  
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Benchmarking	  barriers:	  investment	  barriers	  
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Evidence	  of	  EU	  preferences	  	  
linked	  to	  regulatory	  convergence	  

Overview
TTIP in Context: Mega Dealmaking

Constraints and third countries

This may take a long time...
And it will be hard...

Big Bang Liberalization or Decades Long Process?
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NTB indexes from ECORYS to point to intra-EU cost savings.

BUT: Think ”Treaty of Rome” or USCA auto pact. Think decades. This will not happen overnight if at all.

TTIP: Rome TTIP: the Global Perspective October 2014 13 / 14
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Services	  barriers:	  smoke	  and	  mirrors	  

Overview
TTIP in Context: Mega Dealmaking

Constraints and third countries

EU and US Agreements Old and New
EU and US Agreements Old and New
Multilateral Gridlock and Plurilaleral Solutions
Services trade costs

World Bank Services Trade Restriction Indexes
Figure 5:  Restrictiveness of GATS (UR) commitments, Doha offers and actual policy by 
country 
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At the regional level: 
 
-African countries have actual policies that are significantly more liberal than their UR 
commitments, and comparable to those of OECD countries.  Four of the six African countries 
considered here (Nigeria, Ghana, Senegal, and Tanzania) did not submit Doha offers. The offers 
of the other two countries, Kenya and South Africa, did not make a significant improvement over 
their UR commitments in the sectors covered in this survey.  During the Uruguay round, most 
low-income countries did not schedule commitments in their major sectors. For example, 
Tanzania scheduled only the tourism sector.   
 
-Eastern European countries have actual policies, UR commitments, and Doha offers that are 
much more liberal than those of the other regions. The gap between their commitments and 
policies, and the gap between their offers and policies is not large. This is because the initial 
commitments of the ECA countries were quite liberal and ambitious (see for example the 
accession schedule of Ukraine). In the Doha Round, Poland, Hungary, Czech Republic, and 
Lithuania did not make independent offers, but were covered by the offer of the European 
Community (EC).      
 
-The OECD countries and those in the LAC region have actual policies which are more liberal 
than their Uruguay Round commitments.  Their Doha offers improve somewhat on their UR 
commitments and narrow the gap with actual policies. The offer gap in the LAC region remains 
very large, while the offer gap is small for the OECD.   
 

 9

Figure illustrates the gap between market access bindings and actual access.

source: Borchert, Ingo; Batshur Gootiiz and Aaditya Mattoo (2011)

TTIP: Rome TTIP: the Global Perspective October 2014 9 / 14
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Diminished	  ExpectaKons	  for	  Services?	  

Overview
TTIP in Context: Mega Dealmaking

Constraints and third countries

EU and US Agreements Old and New
EU and US Agreements Old and New
Multilateral Gridlock and Plurilaleral Solutions
Services trade costs

Trade Costs and RTA Commitments in Services

Table 3-3 AVEs and market access commitments in services 

  A B C D E 

  
AVEs of  

current policies GATS, and best RTA 
Share of 
bilateral 

trade   EU US EU US 
SERVICES 12.79 12.94 55.3, 64.4 55.4, 55.4 29.4 

Construction na na 70.8, 83.3 83.3, 83.3 0.4 
Air transport  25.00 11.00 66.3, 72.5 5.0, 28.8 3.1 
Maritime 1.71 13.00 47.6, 63.1 0.0, 44 0.1 
Other Transport  29.73 0.00 57.1, 71.4 42.9, 64.3 3.1 
Distribution 1.40 0.00 71.9, 87.5 100, 100 1.0 
Communications 1.10 3.50 75.0, 78.1 78.3, 78.3 1.1 
Banking  1.45 17.00 42.7, 42.7 29.2, 33.3 5.0 
Insurance  6.55 17.00 57.5, 57.5 40.0, 50.0 2.7 
Professional and business 35.43 42.00 58.8, 62.5 57.5, 62.5 8.1 
Personal, recreational na na 47.6, 50.9 91.5, 91.5 1.3 
Public services na na 32.5, 36.7 19.2, 31.7 3.5 

Source: WTO and World Bank.  See text. 

 
Borchert et al. (2011), who note that in general GATS commitments provide little 

in terms of bindings relative to actual policy.  From columns C and D, many 

sectors are relatively unbound both in the GATS, but also in terms of the deepest 

commitments made by either the EU or the US within trade agreements.  There 

are exceptions, such as the distribution sector, construction, and 

communications.  Yet from columns A and B these sectors are relatively open 

anyway.  Where we see the highest protection, in professional and business 

services, both the EU and US are highly protective, and they are reticent to make 

actual commitments in these sectors.  Yet, from column E, business and 

professional services are the single most important set of services, in terms of 

trans-Atlantic trade.  As such, while we see little evidence of actual liberalization 

under with the GATS or RTAs, there is great potential given the size of barriers 

(the AVEs in columns A and B) and the trade share (column E).  On the US side, 

other standouts are banking and insurance (high barriers, little evidence of 

actual binding commitments) and maritime services (same story).  

 

How do we interpret the data in Table 3-3?  Based on past experience, neither the 

US nor the EU has shown a willingness to make binding commitments to open 

 20 

CAVEAT: RTA based services liberalisation is not seen ”in the wild”.

TTIP: Rome TTIP: the Global Perspective October 2014 11 / 14
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Regulatory	  Trade	  Diversion	  
and	  Spillovers	  (with	  a	  T-‐TIP	  example)	  

15	  



THIRD	  COUNRTY	  CHALLENGES:	  
Approach	  to	  regulatory	  convergence	  will	  be	  

important	  (will	  it	  be	  discriminatory?)	  
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Underlying	  Trade	  Costs	  
Sector' Total'trade'

barriers:'EU'
barriers'against'

US'exports'

Total'trade'
barriers:'US'

barriers'against'EU'
exports'

Food'and'beverages' 56.8' 73.3'
Chemicals' 13.6' 19.1'
Electrical'machinery' 12.8' 14.7'
Motor'vehicles' 25.5' 26.8'
Other'transport'equipment' 18.8' 19.1'
Metals'and'metal'products' 11.9' 17.0'
Wood'and'paper'products' 11.3' 7.7'
Other'manufactures' N/A' N/A'
!!!!!average!goods! 21.5! 25.4!
Transport' ' '
Air' 2.0' 2.0'
Water' 8.0' 8.0'
Finance' 11.3' 31.7'
Insurance' 10.8' 19.1'
Business'and'ICT' 14.9' 3.9'
Communications' 11.7' 1.7'
Construction' 4.6' 2.5'
Personal,'cultural,'other'services' 4.4' 2.5'
!!!average!services! 8.5! 8.9!
Source:(ECORYS((2009),(Annex(Table(III.1( 17	  



STANDARD	  ISSUES	  
•  Large	  countries	  imply	  terms	  of	  trade	  effects	  as	  well	  as	  volume	  

effects	  
•  With	  imperfect	  subsKtutes	  (so	  buying	  from	  “high	  cost”	  

countries)	  spillovers	  may	  then	  maPer	  
NEW	  ISSUES	  
•  Who	  gets	  the	  cost	  savings?	  
•  Who	  gets	  the	  rent	  savings	  (as	  in	  loss	  of	  quota	  rents)?	  
•  Do	  regulatory	  changes	  also	  affect	  domesKc	  firms	  (e.g.	  EU-‐Japan)	  
è To	  answer	  this,	  we	  typically	  to	  turn	  to	  numerical	  models	  with	  

data	  on	  producKon,	  trade,	  etc.	  
è In	  such	  models,	  cost	  savings	  are	  usually	  shared	  (depending	  on	  

shares	  in	  producKon,	  consumpKon,	  etc)	  

Some	  AnalyKcal	  ConsideraKons	  with	  NTBs	  

18	  



TradiKonal	  FTA:	  
FTA	  between	  countries	  A,B	  
Third	  country	  C	  is	  lek	  out	  

Imports	  

P	  

D	  	  

S	  (country	  C)	  

ReducKon	  in	  demand	  for	  being	  
outside	  PTA	  

Loss	  of	  
Producer	  
Surplus	  
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NTB	  reducKons:	  
FTA	  between	  countries	  A,B	  
Third	  country	  C	  is	  lek	  out	  

Imports	  

P	  

D	  	  

S	  (country	  C)	  

ReducKon	  in	  supply	  cost	  
from	  parKal	  
reducKon	  in	  NTBs	  
(spillovers)	  

ReducKon	  in	  demand	  for	  being	  
outside	  PTA	  

20	  



NTB	  reducKons:	  
FTA	  between	  countries	  A,B	  
Third	  country	  C	  is	  lek	  out	  

Imports	  

P	  

D	  	  

S	  (country	  C)	  

Cost	  savings	  from	  NTB	  
reducKons	  
Loss	  of	  producer	  surplus	  
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Some	  examples	  (TTIP	  assessments	  on	  
EU,	  US,	  and	  third	  countries)	  

•  Swiss	  example:	  
-‐-‐	  outside	  TTIP	  
-‐-‐	  deep	  integraKon	  with	  EU	  
-‐-‐	  possible	  policy	  responses	  

•  Broader	  example	  of	  third	  countries	  
•  IllustraKon	  of	  “Docking	  Clause”	  implicaKons	  
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Basic	  CGE	  Modelling	  of	  TTIP	  

•  ReducKon	  in	  NTBs	  based	  on	  econometric	  esKmates	  
•  Breakdown	  in	  	  
-‐-‐	  tariffs	  
-‐-‐	  goods	  NTBs	  
-‐-‐	  services	  NTBs	  

•  Spillovers	  (defined	  as	  10%	  of	  direct	  NTB	  reducKons)	  
-‐-‐	  without	  spillovers	  
-‐-‐	  with	  spillovers	  

•  Does	  NOT	  include	  3rd	  country	  spillovers	  (idea	  of	  	  
regulatory	  hegemony.	  
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The	  Model(s)	  

•  Benchmarked	  to	  2011	  
•  Based	  on	  GTAP	  database	  
•  20	  sectors,	  mulKple	  regions	  
•  Tariffs	  and	  NTBs	  
•  NTBs	  a	  mix	  of	  rent	  and	  cost	  generaKng	  NTBs	  
•  Spillovers	  modelled	  as	  a	  share	  of	  direct	  
liberalizaKon	  
References:	  	  CEPR	  (2013),	  WTI	  (2014),	  Egger	  et	  al	  (2015)	  
GTAP:	  	  www.gtap.org	  	  
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%	  change	  in	  exports	  	  
to	  EU,US	  and	  in	  total	  

	  

-‐20.00	   -‐10.00	   0.00	   10.00	   20.00	   30.00	   40.00	   50.00	   60.00	   70.00	   80.00	   90.00	  

United	  States	  

European	  Union	  

EFTA	  

Turkey	  

Other	  Europe	  

Mediterranean	  

Japan	  

China	  

Other	  TPP	  countries	  

Other	  Asia	  

Other	  Middle	  Income	  

Low	  Income	  

United	  
States	  

European	  
Union	   EFTA	   Turkey	   Other	  

Europe	  
Mediterran

ean	   Japan	   China	   Other	  TPP	  
countries	   Other	  Asia	  

Other	  
Middle	  
Income	  

Low	  
Income	  

total	  exports	   18.49	   14.47	   -‐4.07	   -‐1.12	   -‐0.32	   -‐0.45	   -‐1.14	   -‐0.06	   -‐3.01	   1.66	   -‐0.21	   0.78	  

exports	  to	  	  
EU,US	   82.45	   78.00	   -‐6.72	   -‐1.13	   -‐0.15	   -‐0.36	   -‐4.24	   0.50	   -‐4.77	   2.00	   0.05	   2.71	  
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%	  change	  in	  annual	  GDP	  level,	  	  
with	  regulatory	  discriminaKon	  

	  

-‐3.00	   -‐2.00	   -‐1.00	   0.00	   1.00	   2.00	   3.00	  

United	  States	  
European	  Union	  

Germany	  
France	  

United	  Kingdon	  
Italy	  
Spain	  
EFTA	  

Turkey	  
Other	  Europe	  

Mediterranean	  
Japan	  
China	  

Other	  TPP	  countries	  
Other	  Asia	  

Other	  Middle	  Income	  
Low	  Income	  

United	  
States	  

Europea
n	  Union	  

German
y	   France	   United	  

Kingdon	   Italy	   Spain	   EFTA	   Turkey	   Other	  
Europe	  

Mediter
ranean	   Japan	   China	  

Other	  
TPP	  

countrie
s	  

Other	  
Asia	  

Other	  
Middle	  
Income	  

Low	  
Income	  

tariffs	   0.11	   0.15	   0.06	   0.07	   0.12	   0.07	   0.04	   -‐0.23	   -‐0.15	   0.00	   -‐0.01	   -‐0.03	   -‐0.10	   -‐0.19	   0.10	   -‐0.01	   0.02	  

NTBs	  goods	   0.80	   1.91	   1.21	   1.18	   1.51	   1.29	   0.54	   -‐2.34	   -‐0.57	   -‐0.15	   -‐0.22	   -‐0.15	   -‐0.17	   -‐1.04	   0.31	   -‐0.09	   0.12	  

NTBs	  services	   0.06	   0.20	   0.16	   0.08	   0.19	   0.10	   0.17	   -‐0.01	   -‐0.03	   -‐0.01	   0.00	   0.00	   0.00	   0.01	   -‐0.03	   0.00	   0.01	  
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%	  change	  in	  annual	  GDP	  level,	  
with	  and	  without	  pure	  discriminaKon	  

	  

-‐3.00	   -‐2.00	   -‐1.00	   0.00	   1.00	   2.00	   3.00	   4.00	  
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Spain	  

EFTA	  

Turkey	  

Other	  Europe	  

Mediterranean	  

Japan	  

China	  

Other	  TPP	  countries	  

Other	  Asia	  

Other	  Middle	  Income	  

Low	  Income	  

United	  
States	  

Europe
an	  

Union	  

Germa
ny	   France	  

United	  
Kingdo

n	  
Italy	   Spain	   EFTA	   Turkey	   Other	  Europe	  

Medite
rranea

n	  
Japan	   China	  

Other	  
TPP	  

countri
es	  

Other	  
Asia	  

Other	  
Middle	  
Income	  

Low	  
Income	  

with	  spillovers	   1.13	   2.97	   2.32	   1.88	   2.22	   2.23	   1.37	   0.56	   1.80	   0.15	   0.08	   0.09	   0.26	   0.05	   -‐0.47	   -‐0.06	   0.02	  

with	  diversion	   0.97	   2.27	   1.43	   1.33	   1.82	   1.46	   0.75	   -‐2.58	   -‐0.75	   -‐0.16	   -‐0.23	   -‐0.19	   -‐0.27	   -‐1.23	   0.38	   -‐0.11	   0.15	  
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SWITZERLAND-‐	  THIRD	  COUNRTY	  CHALLENGES:	  
Approach	  to	  regulatory	  convergence	  will	  be	  

important	  (will	  it	  be	  discriminatory?)	  

-‐0.17	  
-‐0.51	  

-‐0.88	  

0.08	   0.08	   0.09	  
0.89	  

1.74	  

1.84	  

-‐2.00	  

-‐1.00	  

0.00	  

1.00	  

2.00	  

3.00	  

4.00	  

1.	  tariffs	  only	   2.	  tariffs,modest	  NTBs	   3.	  tariffs,	  ambiKous	  NTBs	  

Decomposi)on	  of	  Change	  in	  Swiss	  GDP,	  percent	  	  

spillovers	   EFTA-‐US	  NTB	  agreement	   EFTA-‐US	  tariff	  agreement	   core	  EU-‐US	  agreement	   28	  



SWITZERLAND	  -‐	  THIRD	  COUNRTY	  CHALLENGES:	  
Approach	  to	  regulatory	  convergence	  will	  be	  important	  

-‐-‐	  (will	  it	  be	  discriminatory?)	  

!
!

44!

Figure III-15 Changes in the Structure of Swiss Output

 
!

Figure III-16 Spillovers and the Structural of Swiss Output 
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Systemic	  Challenges	  

•  PotenKal	  for	  third	  country	  harm	  is	  not	  
trivial	  

•  We	  may	  expect	  to	  see	  WTO	  challenges	  
(Brazil	  Kres	  case)	  

•  Will	  these	  deals	  have	  a	  “docking	  clause”?	  
•  Will	  these	  deals	  lead	  to	  expanded	  structure	  
for	  the	  WTO	  

•  Is	  there	  scope	  to	  integrate	  the	  DSB	  in	  some	  
way?	  	  
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