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EXECUTIVE SUMMARY 

In late 2016, a decision will be made by the Council of the European Union whether to 

launch the ratification process of the free trade agreement between the EU and Canada 

(CETA). The European Commission (EC) is promoting the agreement with the prospects of 

more trade, stronger economic relations and job creation. However, studies on the 

economic impact of CETA report only marginal effects on GDP of 0.03% to 0.08% for 

the whole of the EU. In other words, CETA is expected to generate a one-time income ef-

fect of around 20 EUR per EU citizen after a 10 years implementation period. 

Despite these small effects by CETA, it is worthwhile to question models and assump-

tions that stand behind these estimations and show neglected risks and adjustment 

costs. This task is highly relevant, given that the EC is stressing the innovative character of 

the agreement as it includes intensive regulatory cooperation and strengthens investor pro-

tection via the controversially discussed investor arbitration mechanism. CETA is therefore 

considered the blueprint of the future EU trade policy that focuses on new topics such as 

regulation, liberalization of public procurement and the promotion and protection of invest-

ment.  

 

This report consists of three major parts: 

1) The results of often-cited reports on the economic impacts of CETA are summarized 

and critically assessed. The problematic model assumptions and the neglected 

risks and adjustment costs are analyzed. 

2) Based on the ÖFSE Global Trade Model, the economic effects of CETA for the 

member countries – with a focus on Austria – and on non-parties are estimated. In 

contrast to standard trade models, we are able to report effects on employment, 

wages, budget deficits and current accounts. 

3) Model-based analysis on the economic impacts of free trade agreements are always 

subject to a level of uncertainty given that certain model parameters have to be esti-

mated. This is specifically relevant for trade agreements of the ‘new generation’ with 

their focus on non-tariff measures (NTMs) such as regulations and standards, as it 

ambiguous ex-ante by how much trade costs related to NTMs can be reduced. Based 

on a sensitivity analysis, the variability of our model outcomes is assessed. 

 

Critique on existing CETA studies 

The reports on CETA include the „Joint Study by the European Commission and the Gov-

ernment of Canada“ (Joint Study, 2008) and the EU Sustainability Impact Assessment (SIA, 

2011), which were both commissioned by the EC. In addition, a study of Francois/Pindyuk 

(2013) is assessed that focuses on Austria. All of these studies use models that are based 

on supply-side, neoclassical assumptions and cannot speak to important macroeconomic 

variables such as employment.  

All three studies show positive effects for the EU, Austria and Canada. For instance: 

 Real GDP growth ranges from 0.03% to 0.08% for the EU and up to 0.22% for Aus-

tria (after an implementation period of 6 to 10 years).  


