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1. Introduction

The European Commission has for the past severs y®s#n engaged in an ongoing
programme of Sustainability Impact Assessment (SBWdies of all EU trade
negotiations. The programme aims to ensure thitypohoices are informed by an
assessment of their potential economic, social @mdronmental impacts in both the
European Union and its trading partferand that they are consistent with the
overarching objective of sustainable developme®iA studies have been carried out for
both global and regional trade agreements, beginimiri999 in the preparations for the
WTO conference in Seattle. The SIA process indudgtensive consultation and
participation with stakeholders and other inter@sparties, alongside qualitative and
guantitative research into the relationships betwpposed trade measures and their
potential effects.

Many difficulties have to be addressed in condgctmeaningful assessments, and in
integrating their results into trade policy-maki(@@eorge and Kirkpatrick 2006). The
paper reviews the extent to which these difficsltiave been overcome, and the factors
which have been influential in achieving successfittomes.

1.1 The EU’s SIA programme

The initial methodology for SIA of trade agreememias developed in early 1999
(Kirkpatrick, Lee and Morrissey 1999), building earlier North American experience of
assessing the environmental impacts of trade pGovernment of Canada 1992, USTR
1993, OECD 1994, CEC 1999). An overview assessrokbnhe Seattle agenda was
undertaken prior to the WTO Ministerial Meeting Movember 1999 (Kirkpatrick and
Lee 1999). Following further development and refirent of the methodology
(Kirkpatrick and Lee 2002), it has been applieth®s WTO negotiations mandated by the
WTO Ministerial Meeting in Doha, and to regionade negotiations and agreements to
which the EU is a party. Some 16 SIA studies Hzeen undertaken to date by a range of
organisations, as listed in Box 1. Full detailghese are given in the assessment reports
cited in the Referencés.

* The Commission has produced revised Guidelindsoento conduct the required analysis, see EC
(2005c).

5 ‘We should make policy choices that ensure thatvarious objectives are mutually reinforcing. idos
that promote competitiveness, growth and jobs,elkag economic and social cohesion and a healthy
environment reinforce each other. These are essentnponents of the overarching objective of
sustainable development, on which we must deli{ie€, 2005).

® The SIA reports prepared by the Impact AssessiResearch Centre at Manchester University can be
accessed at www.sia-trade.org



Box 1. European Union SIAs

Pre-Seattle SIAs

Initial development of SIA methodolodiKirkpatrick, Lee and Morrissey 1999)
* Overview SIA(IARC)

WTO Doha Development Agenda

Further development of SIA methodologykirkpatrick and Lee 2002)

e Preliminary Overview SIAIARC consortium)
» Sector studies
0 Agriculture — major food cropSEI)
o Non-Agricultural Market Access - textiles and cliotly non-ferrous metals, pharmaceutica
(ODI/IARC)
Competition policy BIICL/WTI/IARC)
Environmental serviceCordah/Westlake/IARC)
Distribution servicegI TSP/IARC)
ForestgSavcor Indufor/IARC)
Agriculture — generg]ODI/IARC)
o FisheriegNRI/IARC)
e Final Overview SIAIARC)

Regional SIAs

e EU-GCC(PriceWaterhouseCoopers)
 EU-ACP(PriceWaterhouseCoopers)
0 overview SIA
0 sector/sub-region SIAs
» EU-Chile(Planistat)
* EU-Mercosur
o overview SIA(Planistat)
0 sector/sub-region SIABARC consortium, in progress)
e Euro-Mediterranean Free Trade A(&A-EMFTA consortium/IARC)
0 overview SIA
0 sector/sub-region SIAs in progress

S

O o0Oo0oo0oo

SEI — Stockholm Environment Institute, ODI — Ovais@®evelopment Institute, BIICL — British Institute
of International and Comparative Law, ITSP — In&tional Trade and Services Policy, NRI — Natural
Resources Institute, IARC — Impact Assessment Rels€zentre, University of Manchester

From the outset the SIA programme has stimulatechnaiebate and criticism associated
with civil society concerns over the trade libesation agenda (WWF 2002, SUSTRA
2003). Many detailed lessons have been learnedl, have contributed to ongoing
refinement of the SIA methodology and its applioati(George, Kirkpatrick and
Mosedale 2003). Further civil society contribusohave maintained the pressure to
strengthen the process, to enhance its relevandecision-making and to embed it more
fully in the formulation of trade policy (RSPB amirdlife International 2003, WIDE
2004, Solidar 2005, CRBM, FOEE, Greenpeace and WAD®5). The EC has held two
international conferences to review experiencefarttier develop the process (European
Commission 2003, 2006b)



1.2 The impact assessment process

The SIA studies aim to inform the public debatetraale liberalisation, and through that
debate, provide objective information to decisioakers to enable them to more fully
integrate sustainable development into trade poliby achieve this, the SIA process has
to include extensive consultation and participatith stakeholders and other interested
parties, alongside its technical analysis of caumed effects. The process gathers
different views and evaluates them in the lightavhilable information, to provide
objective information that is intended to informethegotiations and contribute to the
design of national and international policy measuie enhance beneficial effects and
mitigate potentially adverse ones.

A typical SIA project needs to examine all the &radeasures under negotiation, and
their potential impacts on all economic sectorsthe affected countries. A broad
assessment may be undertaken in a preliminary ver8IA, which identifies those
measures and sectors for which more detailed s#ciAs are needed. Consultation
takes place at key stages of either type of asssgsias summarised in Figure 1.

The technical aspects of the assessment followeheal sequence in the central box of
Figure 1, interacting with the horizontal inputslasutputs of the consultation process.

Figure 1. Overview of the SIA process

Consultation = SCOPING = Inception report
3
= Comments = INITIAL ASSESSMENT | = Mid-term report
4
= Comments = FINAL ASSESSMENT = Final report
= Critique = Published comments
= Negotiations and parallel policie

1.3 The trade policy agenda

The first need in the technical assessment is &uate the causal relationships for all
aspects of the trade policy agenda. The principedsures currently or previously under
discussion in the WTO agenda are listed in Box/A.regional trade agreement may
include the equivalents of any or all of these mess



Box 2. The trade policy agenda

e Agricultural tariffs

* Non-agricultural tariffs

* Trade in services

+ Trade Facilitation

+ Government Procurement

* Trade and Investment

»  Competition Policy

» Trade-Related Aspects of Intellectual Property RIgiRIPS)
»  Technical Barriers to Trade (TBT)

» Sanitary and Phytosanitary (SPS) measures

* Rules of Origin

e Subsidies, Anti-Dumping and Countervailing Measures
* Trade and Environment

» Dispute Settlement Mechanism

All of the components of a potential trade agreenm@ve an economic effect, differing
between countries, which will in turn have sociadl @nvironmental effects. Some may
also have direct social or environmental effects.

The analysis of causal relationships includes, ehappropriate, those embedded in
economic modelling studies, together with logicahlgsis of other relationships and
empirical evidence from the literature. The pracsssummarised in Figure 2. For each
component of the policy agenda, the central parthef technical analysis begins by
identifying the effect of the proposed change oonemic incentives and opportunities,
in comparison with a baseline of no change to mgsagreements. This will cause
changes in the production system, differently iffedent countries, with consequent
economic, social and environmental impacts that méract with each other. Some
impacts may be only temporary, occurring while slgstem adjusts to the change, while
others will continue into the longer term.



Figure 2. Assessment of impacts

Change in tariff, non-tariff
measure or rule

'

Influence on prices, incentives
and opportunities

Dynamic
effects

Changes in production system

— L\ ,

Economic Social Environmental Process
Impacts Impacts Impacts Impacts

[ I I

Long-term impacts may also arise through the impathe trade measure on underlying
economic, social or environmental processes. Withwithout trade liberalisation,

economic development, social transformations andir@mmental degradation (or

improvement) are taking place in response to variduvers of change. Any effect
which the measure may have on accelerating, detelgror otherwise altering any of
these processes may have significant long term lativel impacts on the economic,
social or environmental aspects of sustainableldpugent.

For some components of the policy agenda suclriffscteanges, the causal relationships
are fairly well understood, and may have been pa@ted into economic and other
models. For others the relationships are less walerstood, and empirical evidence of
past effects is limited. In such cases much ofahalysis consists of evaluating the
validity of the various claims made by negotiatpayties for and against the proposed
measure, alongside stakeholder concerns and fudbieal analysis of likely causes and
effects.

2. Methodological issues

The EU’s approach to trade impact assessment ismitestded to evaluate the impacts of
any particular negotiating position or trade paolibyt rather, to provide information that
may contribute to policy development in both the &dl its trading partners. In some of
the early studies attempts were made to evaluatsmg@e of alternative scenarios for a



potential trade agreement, but the large numbeeohutations combined with a relative
lack of precision in assessment techniques maddrtipracticable. Recent studies have
instead used a single scenario comprising an taend for each of the measures under
negotiation, from which the likely impacts of amtdrmediate position can be inferred
for each measure.

At the broadest level, sustainable developmentbeadefined in terms of the Millennium
Development Goals (MDGs). Some of the more re&éAs have therefore assessed the
impacts on each of the 18 MDG targets. While pinevides important information, these
targets are too general to give a clear indicabbmany significant impacts. At the
regional level a greater degree of precision mag\mlable in an established indicator
set. For example, in the SIA of the Euro-Mediteg@n Free Trade Area, impacts on
each of the 34 priority indicators of the Mediterean Strategy for Sustainable
Development were assessed. Even here however, ofidhg indicators are designed to
monitor the effects of other actions than traderitisation, while many of those that are
relevant to trade are too broad to indicate impuritmpacts.

The SIA methodology therefore steers the assessnmamtording to nine aggregate
indicators or sustainable development themes, amol indicators of sustainable
develoment processes (Box 3). More specific amalgsguided by an initial scoping
exercise based on consultation, a review of cae$@cts, and the evaluation of
stakeholder concerns. More detailed ‘second fidticators are developed from the
significant impacts identified during the assessmegmimarily for the purpose of
subsequent monitoring.

Box 3. First tier indicators or themes

Economic:
real income
fixed capital formation
employment

Social:
poverty
health and education
equity

Environmental:
biodiversity
environmental quality
natural resource stocks

Process:
adherence to sustainable development principles
effectiveness of sustainable development stragegie

The SIA methodology does not itself evaluate trafte-between the three sustainable
development spheres, nor within each sphere, rnarele@ countries. Some stakeholders
have argued that it should do so, in order to assether a trade liberalisation scenario



does indeed contribute to sustainable developmdie methodology is based on the
view that this is not possible, since the balaremed trade-offs can only be determined
through subjective judgements, made differentlyrgyviduals with different values, and
collectively through political processes.

Some of the SIAs have been able to give an indisadf the economic cost of fully
mitigating some of the adverse impacts, but therebegf uncertainty in assessment
techniques is generally too high to do this comensively. More broadly, the
assessments may identify an overall economic guirt, of which could in principle be
directed towards parallel actions to mitigate adgesocial and environmental impacts.
Even this is fairly tentative however. In genejaigements on the balances and trade-
offs between the impacts that are identified, aadisions on whether to implement the
recommended mitigation and enhancement measures,leéir to the political and
negotiating processes.

2.1 The use of economic models

The main rationale for trade liberalisation haglittanally been the increase in static
economic efficiency that can in principle be ackeigvf barriers to trade are removed,
encouraging production in each country to concéntom those goods and services in
which the country has a comparative advantage. n\Mhdérade measure is changed
towards this aim, production in any particular ciowrwill increase for some goods and
services and decrease for others, with the balamede up by imports and exports to
establish a new equilibrium. Economic models aeduo calculate the production levels
and trade flows in the new equilibrium, using eitpartial equilibrium or computable

general equilibrium (CGE) techniques. The CGE nwddso estimate the change in
economic welfare resulting from the production aes) giving an indication of the

overall static economic impact in each country tredcombined effect for all of them.

The changes in production levels and trade flow# wi turn have social and
environmental impacts, some of which can in prileclpe modelled through an extension
of the economic model. Many of the studies hawedusconomic modelling results to
estimate changes in production, trade flows anch@oic welfare. The consequent
social and environmental impacts have been estinaigplicitly from the economic
results, rather than being embedded within a model.

For the EU-Chile and EU-Mercosur SIAs a CGE modak wreated, and for the EU-
GCC study (of the agreement with the Gulf CooperatCouncil of the Gulf states) a
partial equilibrium model was used. For the EU-AGRA (Africa, Caribbean and
Pacific), modelling results contributed to the aleassessment, and a CGE model was
set up for the Caribbean sector study. For alhefWTO SIAs and for the SIA-EMFTA
(Euro-Mediterranean Free Trade Area), sufficientdelling results were already
available in the literature to make a new modeleaessary.

The results of modelling studies have to be useld gaution (Piermartini and Teh 2005).
They have the great benefit of allowing quantig@atiestimates to be made of impact



magnitude, but the behaviour of a country’s econ@ng of individual firms is rarely

understood well enough to be modelled with any tgpeecision. The data required are
usually scarce, and many simplifying assumptiongehta be made. The SIA-EMFTA
analysed the results of some 80 modelling studiaes had been done for the region.
Most of these gave results for economic welfarengka due to tariff reductions for
agricultural and non-agricultural goods, with sfgrant differences between them,
varying according to the assumptions made.

None of the modelling studies attempted to quantify level of uncertainy in their
numerical predictions, but an indication of this ¢ obtained from the spread of results
for the overall effect on welfare. The spreadhaf tesults, from the lowest to the highest,
was about twice the magnitude of their averageevaldor some countries, some models
gave a positive result while others gave a negative. Despite these variations, the
results were consistent in showing that the impawcteconomic welfare from the
expected efficiency gain was generally positive fowst countries, but small. Similar
results were found for the WTO studies, with a wsgeead of results, but all fairly small.

These small changes in overall economic welfare thee net result of production
increases in in some sectors and decreases irspthigh a corresponding rise in both
imports and exports. Expressed as percentagdsewnfdriginal values, the individual
changes are generally much larger than their Hettebn welfare. Again, the different
models produced a wide range of results, but gaeasonable indication of the possible
order of magnitude of the effects. This allowetinestes to be made of the consequent
environmental impacts, and also some of the socies.

The uncertainties associated with the economic thogdeof services trade are even
greater than those for industrial and agricultg@ds. The same applies to most of the
other components of a negotiation agenda. The toadriers are generally qualitative in
nature, and have to be expressed as quantitatweadents in order to be modelled.
Efforts to do so have been described by some ofléhding modellers as highly
speculative (Hertel and Keeney 2006). In consecgiequalitative considerations have
generally played a larger role than modelling iesth aspects of the SIA studies.

The principal difficulties associated with the mihdg of trade impacts do not lie in the
construction of a model, but in the high level atartainty in the theoretical descriptions
of the effects that are modelled, and a correspantick of reliable data. The main
challenge for a trade impact assessment is toifgehe best available techniques for
estimating the effects, and to make the assumptioks uncertainties associated with
them fully explicit.

2.2 Short to medium-term adjustment effects
Most of the economic models that are used to etictaanges in trade flows, production

levels and economic efficiency do not model theasgit nature of an economy, either in
terms of its normal rate of growth and the factoessing it, nor in terms of the



adjustment which takes place in response to a ehianigade rules. Instead they estimate
the difference between two hypothetical equilibrisitwations. The comparison does not
model the actual mechanisms through which prodndidis in one sector and rises in
another. Nor does an equilibrium model, in itsefaluate the time taken for these
changes to occur, nor any time difference betweedyztion decreases and increases. It
provides only an indication of an eventual outcofm@n which the SIA can assess the
likely impacts during and after the process of atipent.

Some modelling studies go beyond equilibrium calttahs to estimate some of these
effects, which may also have been evaluated inratbe-modelling economic research.
Effects which need to be assessed include a pateist in unemployment as production
moves between sectors, positive and negative imflese on wage rates for different types
of work, differential gender effects, internal aegternal migration (particularly rural-
urban), exchange rate changes, and a loss of goeatnrevenues resulting from tariff
reductions. All of these can have significant aband environmental impacts during the
adjustment period, and also subsequently if domeptlicies are inadequate for
responding to the changes. Social impacts comalynftom employment changes and
pressures on government expenditure, while knockraronmental impacts may result
from population movements and changes in land asevéll as the more direct impacts
of production changes).

Many of these impacts depend on complex effectchvhannot be modelled with any
certainty, and their assessment relies heavily \@luations of past episodes of trade
liberalisation. EXx-post assessments of the impattBIAFTA, for example, provide
much valuable information that is relevant elsewhes do the case studies in the UNEP
trade impact assessment programme (e.g. CommissioBnvironmental Cooperation
2005, UNEP 2006) For the SIA-EMFTA valuable usaswnade of the experience in
Tunisia, which embarked on trade liberalisatiodieaand more rapidly than most of the
other countries in the region. For many of theepbal adjustment impacts, empirical
evidence of past effects has proved to be oneeoimibist useful prediction tools.

2.3 Long-term dynamic effects

While the traditional argument in favour of tradeelalisation is based mainly on the
static economic efficiency gains available from maxm use of comparative
advantages, most of the studies show that thetaffesmall relative to GDP. Some of
the studies have shown that the longer term dynaffects of trade rules on processes of
economic, social and environmental change are msigréficant. A change in the rules
may for example accelerate or decelerate the uwidgrlprocesses that drive
deforestation, biodiversity loss and climate chanfyethe social sphere it may add to or
detract from economic incentives for wider eduacatmd increasing skill levels. In the
economic sphere, the long-term indirect influenta ¢rade agreement on growth rates
(positive or negative) is likely to be larger thdme small one-off addition to economic
welfare resulting from efficiency gains.



With increasing awareness of the relative magngudfethese effects, the SIA studies
have paid increasing attention to long term dynarpiocesses. A review of
methodologies undertaken by the Secretariat of UiNe Convention on Biological
Diversity suggested that greater emphasis shouldldzed on the direct and underlying
causes of biodiversity loss as a key first stefhéassessment (UNEP/CBD, 2003). The
WTO SIA for the forest sector adopted this approactd examined in greater depth than
previously the driving forces behind biodiversitys$, and the impact of the proposed
trade agreement on those forces. The study redéadeneed to strengthen international
action to contain these driving forces, in orderctwnter the extra pressure that would
occur through the liberalisation proposals. Thedgtfor fisheries continued this
approach.

Another of the more recent studies, for the EMFTdoked more closely at long term
dynamic effects in the social and economic sphemsngside corresponding
environmental effects. The study showed thattthde liberalisation proposals could
contribute to much larger economic and social gainthe developing countries of the
region than those available from efficiency impnonats, but only if accompanied by a
range of other key strategic measures for econaenelopment, social transformation
and environmental conservation. Without such megsuhe benefits of trade
liberalisation would be small, and accompanied tigptially large adverse effects.

The analysis of long-term dynamic effects is expeddb become a key area for the future
development of trade impact assessment methodslodibe trade community itself has
become increasingly aware that the static effigregains available from further
liberalisation are much smaller than had been ptsly thought (Polaski 2006). This
may shift the emphasis away from comparative adgntowards other factors, such as
the direct contribution to global GDP growth thatres from increased trade flows, the
effect on relative growth rates in developed, depiglg and least developed countries,
associated processes of economic and social tramsion in all countries, and the
impacts of all of these as drivers of climate cleagd biodiversity loss. To address
these issues, impact assessment approaches willtode developed that fully address
the long term dynamic effects of trade policy, dhdir interactions with other policy
measures at the national, regional and global level

3. Evaluating the effectiveness of the SIA studies

Any evaluation of the effectiveness of a programsti®uld in principle begin by
specifying its objectives. The objectives of trede SIA programme have been specified
by the European Commission as:

‘Sustainability Impact Assessment is a process iakien before and during a
trade negotiation which seeks to identify econonsiggial and environmental
impacts of a trade agreement. The purpose of ansSié integrate sustainability
into trade policy by informing negotiators of thesgible social, environmental
and economic consequences of a trade agreementdddés to assess how best
to define a full package of domestic policies anigrinational initiatives to yield



the best possible outcome, not just in terms @rabsation and economic growth,
but also of other components of sustainable dewedop. An SIA should also
provide guidelines for the design of possible ageanying policy measures.
Such measures may go beyond the field of trade ua® sind may have
implications for internal policy, capacity buildingr international regulation.
Accompanying measures are intended to maximiseptisitive impacts of the
trade negotiations in question, and reduce anytiveganpacts.”

The objective of SIA is therefore to ‘integrate taisability into trade policy’, so that the
implementation of the negotiated trade measures amodmpanying policy measures
will contribute to the ‘best possible outcome’ @mrhs of sustainable developmént.

The implication for an ex post evaluation of thede SIA programme is that the focus of
the evaluation should be on the impact on sustindévelopment. At the same time,
however, the evaluation of impact in terms of susfale development should also be
part of a more comprehensive evaluation processhwibiconducted at each stage of the
causal chain linking the initial activity to thetiohate impact on the goal for the
intervention’ Figure 3 illustrates the different stages in ¢valuation process, linking
the intial activities to outputs, outcomes and istpaFigure 3 also illustrates this general
evaluation process in the context of the trade SIA.

Figure 3: Evaluation of Trade SIA

Activities Outputs Outcomes Impacts
Trade SIA » SIA P Trade Negotiations P Sustainable
Studies Findings + other Measures Development

Impact evaluation

Evaluation at the level of final goals or impacss donfronted by the problems of
attribution!® The methodological problems of establishing antedactual baseline
from which to assess impacts, and the difficuloésattributing changes to the initial
policy intervention, have restricted the applicatiof this evaluation approath A
further difficulty often arises with a mismatch Wween the time over which the impacts
have their full effect and the period within whithe results of the evaluation can
influence decision making. However, the disciplioke attempting evaluation at the

" http://europa.eu.int/comm/trade/issues/globaaig. htm

® The core impact indicators used in the SIA mettogy are specified in terms of the economic, &oci
and environmental pillars of sustainable develogmen

° This corresponds to the causal chain analysis insexi ante SIA

191t is common practice in policy evaluation workassumehe link between outcomes and impacts. The
World Bank Evaluation of the impact of its intertiems on poverty reduction concluded: ‘The Banlefac
challenges at the country and project levels ilc@gting and measuring the linkages between its
interventions and their expected and actual povartgomes’ (World Bank, 2004)

M These are the same challenges that arise in exrapact assessment analysis, including Trade SIA,
where the potential impacts are assessed in tefrmustainable development.



impact level may be rewarded in terms of the cbaotron it can make to the ongoing
process of learning and improvement in policy deecand implementation.

Outcome evaluation

Evaluation at the level of outcomes will assess dffect that the activity has on the
intermediate targets for the original activity. @method for conducting outcome
evaluation is to carry out an audit trail to idéntiow the process of decision making is
affected. This approach has the advantage oéwewg the process of managing the
consultation suggestions and the internal decisiaking involved in the preparation of
the impact assessment. It is likely, however, toddatively resource intensive (Yarrow,
2004). It also requires access to the key decisiakers, which external evaluators may
have difficulty in obtaining, since it increasee thressure on officials to be transparent
and to justify decisions. An extension of the auidiil approach to outcome evaluation is
to assess the impact in terms of organisationali@land awareness: for example, has
the original intervention or procedure instilledyeeater appreciation and understanding
of the potential benefits of the process as a palievelopment tool? This type of
assessment is largely qualitative in nature, wiceh pose problems in the interpretation
of the result¥’.

Output evaluation

Evaluation at this level will assess the outputshef activity being evaluated. This may
be done on a simple number gathering basis: howy meports have been produced per
time period? What was the cost of each report® kh@ny consultations were held with
stakeholders? A more sophisticated approach wilblire a set of criteria for assessing
the quality of the outputd

12 The National Audit Office, which has legal authyptio investigate internal procedures within UK
government, found that the evaluation proces<figgtects institutional behaviour: ‘in essencesrtfore,
the fact of the NAO evaluation can help concenttlademinds of departments: a point borne out by the
feedback discussions held with departments whoés Rere in the pilot sample, following the compbeti
of the first year’s work by the NAO’ (Humphersor@@2, p.281).

13| ee and Kirkpatrick (2006) carried out a outpwaleation of a sample of EC Extended Impact
Assessments undertaken by the European Commisstomreports were evaluated in five main areas,
each of which was disaggregated into more detailibd¢ategories. Each area and subcategory is agsesse
and given a score which recorded the quality imgeof a scale which ranged from ‘A - generally well
performed, no important tasks left incomplete’ - very unsatisfactory, important tasks pooripeor
not attempted’.



Activities evaluation

Evaluation at this level will focus on the compkanwith the components of the
methodology and procedures followed. It is essbyt@ocess based, and concentrates
on evaluating the inputs in terms of compliance hwjirocedural requirements.
Compliance testing typically involves a ‘yes-na@kibox approach to evaluation.

3.1 Evaluation of trade SIAs

An initial evaluation has been carried out of tffectiveness of the trade SIAs, with the
primary focus on outputs and outcomes. The integraf sustainable development into
trade policies and accompanying measures was figehtas a challenge at an
international SIA seminar organised by the Europ&ummission in 2003, where
participants called for sustainable developmentéomore firmly established as an
overarching aim of trade negotiations. The sematso sought clarification of the role
of SIA in the negotiation process, with many paptnts worried that SIAs would lead
only to accompanying measures to mitigate negatifects of agreements, rather than to
modifications in the EU’s negotiating position.

In responding to these concerns DG Trade statedT2@e, 2003:113) that:

e Sustainable development has to become a centractolg in all trade
negotiations

* SIA is an analytical and information tool that slibplay a key role in attaining
this objective

* DG Trade is committed to SIAs that improve the Ehkglotiating positions in the
interests of sustainable development. SIAs are imi@nded to find ways of
compensating for the shortcomings of negotiatingitmms by identifying the
need for complementary measures.

Some evidence is available on the impact of the SlUMlies on the EU’s negotiators and
negotiated outcomes from the position papers pudisby the EC. For each SIA the
Commission aims to prepare a paper based on thdi®lhgs, which defines points of
agreement, responds to disagreements, and consades further action should be
implemented. Prior to publication, the positionp@ais drafted and discussed with
Member States at the trade committee — the soecdll@3 Committee’™. This time-
consuming process has been completed only for sufimike earlier SIA studies (EC
2005a, 2005b, 2005c, 2005d). Typical responsémialone of five main categories:

% This level of evaluation follows the bureaucratjiproach identified by Farrow and Copeland (2003).
15 Vibert (2004) undertakes a compliance evaluatiothe reports prepared by the European Commission
during the first year (2003) of implementing Exteddmpact Assessments. The scorecard benchmarks
three main aspects of RIAs, namely, their apprdache quantification of costs and benefits, pracet
aspects such as whether alternative approachegdiics question have been considered, and whétieer
lessons emerging from the RIA exercise are beikgrntanto account in the outcome.

'8 This text is taken from the DG Trade website.



» specific new action is proposed;

» possible new action is under consideration;

* more detailed analysis is needed before decisioraction can be taken;
» sufficient action is already being taken;

* the Commission disagrees with the SIA findings.

Where the responses fall in the first group, theppsed action has tended not to be
specific, such as raising awareness of EC delegatio

Further evidence on the impact of the studies neaglitained from attention received in
the Parliament. The Euro-Mediterranean Parlianmgntassembly Resolution on
Economic and Financial Issues, Social Affairs amidation (21 November 2005) was
formulated ‘having regard to the Executive SummafyPhase 2 of the Sustainability
Impact Assessment Study of the Euro-Mediterraneae Hrade Area’. In addition, a
Parliamentary Question has been tabled in the Earoparliament, which requested the
Commission to react to the findings of the EMFTAASI

The SIA for the EMFTA is one of the more recendsts, whose timing was designed to
coincide with the preparations for the 10th Annsagy Ministerial Summit of the Euro-
Mediterranean Partnership. Many of the actiongedjrat the summit address specific
issues which were identified in the preliminary soltation draft of the SIA report, as
detailed in the final report (IARC 2006).

3.2 Stakeholder views on SIA effectiveness

In order to obtain wider evidence of the impacthad SIA studies, a pilot questionnaire
survey has been undertaken to solicit the viewstakeholders. The twenty responses
obtained cannot be taken as a representative sabytigrovide an indication of the
range and variety of views that a larger and meprasentative sample might reveal.
Responses were received from NGOs, the privat@rsacid EC trade negotiators and
officials, giving both ‘outsider perceptions andhsider’ judgements informed by
experience. In the responses to specific questionstatistically significant difference
was identified between the responses of insideds autsiders. However, differences
may be gleaned from the specific comments madespdelents were asked to consider
only those SIA studies with which they were faniilia

In relation to outcomes, the survey asked two goestcovering the impact of the SIAs
on decision making.

Question A ‘To what extent has SIA strengthened the intigneof sustainable
development into trade policy decisions?’

Question B ‘What is your overall impression of the exteatwhich SIA has
influenced decision-making in each of the followiaggas? — influence on trade
agreement; influence on development aid programm#éisgnce on EU domestic
policy; influence on domestic policy in non-EU caues.



For the first question, 59% of responses consid#ératthe impact was low or very low,
on a scale from 1 to 5 for very low to very higBnly one respondent gave a score of 5,
for very high impact.

The responses for the second question were simldicating particularly low influence

on trade agreements or on domestic policy in non<dfluntries. They indicated

somewhat greater influence on EU domestic policy davelopment aid programmes.
For development aid, 31% of respondents reporteeédium level of influence, and 6% a
high level. For EU domestic policy 30% of respansznged from medium to very high
influence (10% each), but with 70% reporting lowvery low influence. Over 80% of

respondents thought that the influence on tradeesgents or non-EU domestic policy
was low or very low.

An indication of respondents’ reasons for thesereges was given by their responses to
the questions related to activities and output®arly 70% of respondents thought that
the SIA methodology had improved with the more nécudies, and only one thought
that it had deterioriated. While 37% consideredt tthe quality of analysis of the
potential economic, social and environmental impaes poor, 16% thought that it was
satisfactory, and 47% considered it to be goodewy yood. The responses to all the
guestions on the consultation process were positiverall, with 78% indicating
satisfactory or better, and 50% good or very goddhe discussion of mitigation and
enhancement proposals and recommendations for ypobdkers was the weakest
element. This was considered to be poor or veryr oy 52% of respondents, and
satisfactory or good by 48%. None thought thatas very good.

A further indication of respondents’ views on thdlience of the SIA programme is
given by their detailed comments. These are gind3ox 4.

Box 4. Stakeholder comments on the SIA process

Integrating SIA into policy decisions

The direct impact on decisions is low but as p&d general process of awareness raising and uaddisg of wider
impacts of trade reforms it is a positive contribnt Expectations were too high and the baselimpdct of a trade
policy without SIA) too complex (Trade Official)

SIA are an instrument of awareness raising for gi@ci makers. But as they are vague they offer aegsnfor
protectionists as well as for more liberal negotist The WTO negotiations on the DDA are still iptease where th
interesting part of the SIA (flanking measures void negative impact of liberalisation) has no valece yet (Private
Sector)

4%

Sustainable development issues are either seeritigation issues or sidelined if they run counterliberalisation
goals. The concept of sustainable developmenteghply the Commission has not exercised a chantpe icore of EU
trade politics ie trade liberalisation (Private et

Gut instinct strongly suggests that the currentagion is very much better than that which woulgehabtained if the
SIA policy and programme had not been devised i finst place. The policy has fostered and fadéidal
comprehensive, balanced, systematic and struchttedtion of predicted impacts in each of the eaginpsocial and
environmental spheres (Trade Official)

The mere fact of including an independent sustdlifaimdicator in SIA contributes to the integrati of sustainable
development into policy decisions, (NGO)

Methodology




One major factor in this improvement is the besefiérived from the integration of a much wider amare rigorous
consultation procedure within the SIA method (Tr&décial)

It is evolving and being refined with experienceléast among the more experienced practition&ng)€rt)

While the quality improved somewnhat, the finangiesources available for the research, | heard, weninished,
which did not allow to make the SIA more comprelnamsn its methodology as required based on theeepce of
the first years and the comments from NGOs.(NGO)

The EU Commission developed standards in cooperatith the business community and the NGOs. Thikendhe
SIA comparable among each other and provides thee sset of minimum information. Furthermore, duethe
harmonized procedures (three phase approacheésier for civil society to participate as procesuare predictabl
and input can be planned properly. (Private Sector)

Analysis of economic, social and environmental iohpa

Too general and linkages not systematic enougtdéT@ificial)

Environmental analysis could have considered a midage of ecological services/assets (eg on tlsés b the
analysis in the UN Milennium Ecosystem Assessm@®O)

There have been numerous criticisms-particularkelation to the earlier studies-of the paucity aodr quality of the,
analysis of social impacts relative to analysie@dnomic or environmental impacts (Trade Official)

The difficulties are in the inability-with this nfetdology, to give a holistic overview in terms abader public
benefits, rather than a set of sectoral and regionacts (Expert)

Varies from study to study — some WTO studies Haaen very good, whereas some other regional sthdies been
poor (Expert)

Not taking into account the impact of WTO rules thie possibility to fully implementing the mitigaginpolicies
(advised in the SIA or that might be taken by aggoment) is a major problem (NGO)

Some were just poor quality work, others refledtesifact that the TOR assume that there is thermdton available
to carry out impact studies to the level of detaguired to develop detailed SIA recommendatiomad@ Official)

Consultation
Quite good overall — eg round tables in Brusselsnknown at local level

Comments may be taken into account by the impagsasnent consultants but | have no evidence atmemission
services taking any notice at all (Expert)

Every opportunity is provided and studies are astieedrafted to reflect comments (Expert)

While information and opportunity for consultatiame good and sufficient, the main limitation of the@nsultation
process may lay in the reduced capacity of actopetform in depth analysis of the information @ndduce relevean
comments/recommendations. The consultation prdtassnot taken into consideration the need to stpagacity
building of actors, in particular civil society aid particular South civil society, who have theoegest limitations in
engaging in complex processes such as Trade SIGOJN

Lower marks for availability for comment as hadagp often late or at short notice (Trade Official)

The above rating applies mainly to those mainlgrimational organisations (NGOSs, special interegibfling groups)
that are active in Brussels. It is questionabtiéke groups necessarily always represent thoteqgdanivil society that
are likely to be most affected by trade liberal@maieither positively or negatively).(Private Sagt

Good line of communication with consultants andoidfs in meetings and briefings, all documents gquiekly and
online available, input from business side is takéo consideration in studies (Private Sector)

Mitigation, enhancement and recommendations

Discussions are very useful. However, the challédade ensure that the M and E measures are |aténtegrated eg
into EU-aid programs at country or regional lewslinto formulation of trade-related support (egaeity building)
(Private Sector)

The mandate to give mitigation and enhancement unesgo alleviate adverse impacts of trade libgstibn was
adhered to with a few good examples. However,.. éeemmendations were often ignored and not seercasdition
by which liberalisation could take place and bedfieral (NGO)

Too general and not specific enough to be usefadd@ Official)




Some clear indications are provided where mitigatiod enhancement measures would alleviate adirepsects of
trade liberalisation. The problem is that this advis often ignored in the trade liberalisationgass. Furthermore, the
mitigation and enhancement measures fail to givexifip recommendations how the EU trade positioausth be
changed (NGO)

Mitigation holds the most interesting potentiahiry opinion, and there should be more discussiah(&xpert)

Level of generality is too high to come up with kable proposals and most recommendations eithenmessr require,
a range of non trade interventions that have sepéirmncial and political implications (Trade @ffil)

These responses to the pilot survey give no moaa #in initial indication of the
perceived effectiveness of the EU’'s trade SIA pmogne. To obtain a fuller
understanding of the impact of the programme itlaidone timely and desirable to initiate
a process of independent evaluation.

3.3 The role of impact assessment in decision-makyn

The stakeholder survey revealed that much stillaieamto be done to improve the
technical aspects of impact assessments. The raoceat studies have moved towards
addressing the shortcomings, but further reseainthbe necessary to determine how
successful this has been. Meanwhile, the prin@pattcomings identified by the survey
relate to the relevance and specificity of the mae®ndations for mitigation and

enhancement, and the integration of the SIA stuiditestrade negotiations and into the
development of trade policy and related policies.

The European Union’s approach to trade impact assE® presents particular
challenges for integration into decision-makingy aksessing impacts in other countries
as well as in the EU, the approach aims to be abgeand impartial. However, the EU’s
trade policy is by definition partial, favouringetlfEU’s interests in the preparation of a
negotiating position, and working towards an agresinwith other countries through a
process of give and take. If an SIA is indeed irtipka there will inevitably be conflicts
between its findings and Europe’s negotiating pasit In embarking on the SIA
programme the European Commission has accepted dhispart of its efforts to
strengthen regional and global governance.

This tension between the SIA programme and the tregog process is reflected in a
clear distinction between the impact assessmemduobed under the programme (SIA),
and those conducted in parallel under EU procediarethe Impact Assessment (I1A) of
policy proposals (European Commission 2005). Hbpalicy decisions made at the
European Union level, the EC has since 2003 be@tementing an impact assessment
process for all major initiatives which are pregehin the Annual Policy Strategy or in
the Work Programme of the Commission (European Cigsian 2002b). The majority
of these IAs involve public consultation and pravitlll public access to assessment
reports, but not for trade policy, where the aswesds are conducted internally and
access to the reports is restricted (European Cesiom 2006c¢). If the development of a
negotiating position were done publicly, it woulkveal the hand of the negotiators and
weaken their position. Therefore, although the liplyb conducted SIA process is
intended to inform negotiating positions, it do@$ define them. It must avoid ‘calling
into question the confidentiality principle of onegotiation strategy’, and use scenarios



that are ‘established within a sufficiently broadwerse as not to reveal our positions to
our partners’ (European Commission 2002a). ThedB€s not expect its negotiating
positions to be completely different from the réswf an SIA, but it accepts that there
will be inconsistencies. It has established a rapigm for resolving them (EC 2002a), in
which the Commission will modify its position if donsiders the result to be robust, but
otherwise it may not. In view of the high levels uncertainty in many of the SIA
findings, there is considerable scope for rejectthgm on these grounds. The
Commission may publish its response on its webaltBpugh its decisions may entail a
degree of confidentiality, to avoid challenging tlegotiating position.

These potential conflicts between an SIA procesd th conducted publicly and is

intended to be impartial, and a negotiating prodkas is of its nature confidential and

gives priority to EU interests, created significaamsions in some of the early studies.
These have eased considerably with the later studidhe EC has moved away from a
philosophy in which the SIA is undertaken as inepeindent evaluation, towards playing
a stronger role itself in leading the assessmet,ia defining specific issues for which

better information is needed for refining the Comsson’s negotiating positions and

other trade-related policies. To this end the Caaion has established a Steering
Committee for each SIA, whose members include tnaelgotiators for the relevant

sectors, and representatives of other departmeitiisresponsibilities for environment,

social issues and international development. s strengthened the role which SIA
can play in helping to co-ordinate the differentenests within the Commission in the
formulation of policy. Additionally, the interegenerated by some of the studies within
the European Parliament has contributed to thepialged by Parliament in guiding the

Commission.

As well as informing the negotiations, the SIA sésdare intended to inform the
development of parallel policy measures in both B¢ and its trading partners. In
general the studies have not revealed major advwarsacts in the EU, and so most of the
recommendations for parallel measures relate toegtimpolicy in developing countries
and the support that can be provided through thes Edévelopment assistance
programmes. As identified in the survey, it is e&pected that the studies will have a
major influence on domestic decision-making in midh-countries, and the greatest
influence is likely to occur through EU technicatésestance. Most of the SIA
recommendations in this area are uncontroversral, assist primarily in identifying
priorities.

The greatest influence in this respect has comm fregional trade agreements, and in
particular for the most recent studies such agsHferEMFTA. The number of countries

involved is smaller than for WTO negotiations, ®aling a greater degree of specificity in

the SIA findings and recommendations. Also, reglotrtade liberalisation may be

conducted within a wider framework of regional cergtion, allowing trade issues to be
considered alongside non-trade issues in the deemmaking framework.

One of the biggest difficulties of integrating tB&A process into decision-making is that
while the studies assess impacts on sustainabiagexwent, most of the agreements they



assess are not sustainable development agreerbhahtsade agreements, with no other
authority to act as arbiter. Although the WTO la®pted sustainable development as
one of its goals, it has no mandate to establisbajlenvironmental law, nor to address
social disparities within and between countrieseve®al of the SIA studies have
concluded that the global environmental impactsthed agreements they assess are
negative, particularly for climate change and bredsity loss, and that significant
adverse economic and social impacts can occurnresteveloping countries. However,
neither the WTO nor any of the trade ministries atieging regional agreements is
responsible for these issues. In order to couhtpotentially adverse impacts of trade
liberalisation and to maximise the beneficial orss] hence contribute to achieving the
Millennium Development Goals, trade agreements rnedok accompanied by stronger
governance in non-trade areas.

At the regional level some progress might be pdssih this direction. In the
Mediterranean region for example, the EU and ittnga countries have adopted the
overarching Barcelona Process. This pursues a ridlge of development objectives,
among which the creation of a free trade areasst gme component. In parallel they
have developed a Mediterranean Strategy for SwaiknDevelopment (UNEP/MAP
2005). Further refinement of the sustainable dmyekent strategy, and its adoption as
the defining strategy of the Barcelona process, lav@llow trade policy to be made
subordinate to sustainable development, and steaord strongly towards sustainable
development goals. A similar approach might besmafor other regional agreements,
such as between the EU and ACP states, or betw#ewr ©ECD countries and
developing countries.

Beyond this, there is considerable potential foretlgping countries to strengthen their
trade policy by conducting their own trade impassessments. Most of the significant
impacts identified by the EU studies do not occuthie EU, but in developing countries.
The potential for significant economic benefits hasmany cases been found to be
strongly dependent on parallel domestic policieshie countries concerned, while the
avoidance of significant adverse impacts is siryildependent on domestic policy. In
many developing countries, trade ministries lack ttapacity to fully undertand the
effects of alternative policies on their own ecomonobjectives, and also lack
information on the economic costs of social andiremmental effects. The multi-
country EU studies can provide only a limited antoahdetailed information of this
nature, but have revealed a potential for singlenty studies to provide much more.

4. Conclusions

The EU’s programme of Sustainability Impact Assemsi® of global and regional trade
agreements has presented many challenges. Thelselenthe technical aspects of
assessing impacts whose origins like in complexecoc effects, and potential conflicts
with local, regional and global decision-making gesses. In all these areas approaches
have been developed which move some way towardes&ldg the issues, but many
challenges remain.



Many of the studies have shown that the benefas llave traditionally been expected
from the static efficiency gains of trade liberatisn are small, and that many of the most
significant impacts occur through long-term dynampiocesses. The analysis of these
longer term effects and their interactions withewstpolicy areas is expected to be a key
area for future developments in trade impact assess

Potential conflicts have been identified betwees ithpact assessment process and the
decision-making process. While some of these hawen satisfactorily resolved,
attention needs to be paid to the decision-makmoggss itself in order to better address
the most significant regional and global issuest thave been identified in the
assessments. Most trade agreements have adoptathable development as a goal, but
the bodies which negotiate them are not respon$iblsustainable development, do not
have the competence to define what sustainabldaj@went means, and are not subject
to the requirements of any other authority exceptpeovided through international
environmental law and other mechanisms of regiandl global governance. The paper
has identified steps that might be taken at théoned level towards addressing these
limitations, which might ultimately contribute terenger global governance in non-trade
areas, and help to make trade policy more readiderable towards sustainable
development goals.

Finally, the trade impact assessment techniqueésthee been developed for use by high
income countries may prove to be highly appropriate helping to strengthen trade
policy in developing ones. For single country s#égdhe decision-making processes are
more straightforward, impacts can be studied inexd®mtail, and recommendations can be
made more specific. The integrated assessmerntooioenic, social and environmental
effects, by each country for its own purposes, to@yparticularly influential in helping
developing countries to formulate their trade poliwore effectively, and to play a
stronger role in international trade negotiations.
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