
 

  Research  20 

On NTM Reductions 

In the Joint Study (2008), two different approaches are used for NTM trade cost estimations 

and reductions in the goods and service sectors. While in non-commodity goods sectors 

trade costs generated by NTMs are reduced simply by a uniform cut of 2% of the value of 

trade, all commodity sectors (coal, oil, gas, minerals) as well as primary agriculture are ex-

cluded from NTM trade cost reductions and only tariff cuts apply for these sector. The au-

thors justify their assumed reduction rate of 2% by “anecdotal evidence” (p.41) without cit-

ing specific studies supporting this assumption.  

For the service sectors, the impact of the intra-EU liberalisation on intra-EU service trade 

flows are used as an upper-bound solution that is assumed to be achievable also in the EU-

Canada context. According to results of other studies co-authored by Joseph Francois, the 

level of intra-EU trade in services is 35% higher compared to a non-EU scenario. To 

achieve similar increases in EU-Canada service sector trade, bilateral trade costs have to 

be reduced by 2 to 10% depending on the specific sector. In this context, the total trade 

cost estimates are also reported. These range from 24 - 52% for trade in services into Can-

ada and from 18 to 24% for trade in services into the EU. This means that NTM trade cost 

equivalents are reduced by 16% for EU exports to Canada and by 22% for Canadian ex-

ports to the EU.  

Given the larger trade cost reductions in service sectors compared to the goods sectors, 

the growth in national income and GDP in the Joint Study (2008) is largely determined by 

service trade. This is also the case in the SIA (2011) as the latter’s scenarios explicitly refer 

to Joint Study NTM reductions in the service sectors. Importantly, SIA (2011) includes only 

reductions in tariffs and service sector NTMs to varying degrees in their four scenarios; re-

ductions in goods NTMs are not considered.  

The NTM reductions in Francois/Pindyuk (2013) refer also to the Joint Study (2008), but the 

reported reductions for the service sector differ from the original data in the Joint Study. As 

Francois/Pindyuk (2013, p.10) reduce actionable barriers to trade by 25%, they assume a 

higher rate of reduction compared to 16% (Canada) and 22% (EU) in the Joint Study 

(2008). However the underlying magnitude of trade cost estimations are not reported.10 It is 

also unclear, if the reported EU-27 NTM reductions refer to changes in relation to the US, 

Canada or Moldova/Georgia/Armenia, or if all three FTA partners are taken into account. 

Francois/Pindyuk (2013) see the highest trade cost reductions in the Canadian motor vehi-

cles (12.3%), transportation equipment (9.4%) and construction sectors (8.6%). On the EU 

side the insurance sector (15.0%), motor vehicles (12.5%) and finance (9.6%) liberalize the 

most. Overall, the reductions in goods sectors with 5.2% for exports to Canada and 6.2% 

for export to the EU are notably higher than the assumed uniform reduction of 2% in the 

Joint Study (2008). Consequently, the NTM reductions in goods contribute most (two thirds) 

to the gains for the Austrian economy from CETA.  

All three studies uniformly see NTMs only as barriers to trade that involve costs for produc-

ers and consumers as well as efficiency losses. However, quantity-based approaches 

(gravity models) to estimate trade cost equivalents also show negative results meaning that 

regulations have trade-facilitating effects.11 The intuition behind this idea is that certain 

standards and regulations such as quality or fair trade certifications address consumer con-

cerns in the importing country with respect to health, environmental and safety issues and 

thus have a positive effect on trade. This can be particularly relevant for agricultural goods 

and food. For instance, Bratt (2014) and Beghin et al. (2012) estimate that about 46% and 

                                                        
10

  The reference to an OECD report by Dee et al. (2011) reveals that unpublished survey data by Ecorys (2009) were used 
to construct NTM indices and trade cost equivalents also for the EU-Canada trade relations. However, details are missing 
in in Dee et al. (2011) and Francois/Pindyuk (2013). 

11
  In contrast, a prominent study on NTMs by Kee et al. (2009) sets AVE to be non-negative by construction.  


