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European Commission

As quantitative analysis gains importance in the European Commission's daily work, the use of the
GTAP database and related models is becoming more widespread across different Directorates (DGs).
This report summarizes GTAP-related activities of different DGs (between 2012-2013) with emphasis
on priority areas.

GTAP related activities

DG Trade uses the GTAP database and related models as part our analysis of different trade policy
initiatives carried out in-house and by external consultants. For instance, the GTAP database and
model have been used to analyse the potential impacts of the EU-Andean Community FTA, EU-
Central America FTA, EU-US FTA and EU-Singapore FTA.

The AGRILIFE unit at JRC-IPTS uses extensively GLOBE and MAGNET" to analyse the macro-economic
and trade impacts of European agricultural trade policy reforms (e.g. bilateral (EU-US), regional (EU-
MED) and multilateral trade agreements, CAP policy reforms on third countries; EU enlargement to
Croatia; EU animal cloning ban). The Knowledge and Growth Unit at JRC-IPTS use the GTAP database
as part of the RHOMOLO model.

DG MOVE, DG CLIMA and DG ENER use the GEM-E3 model, also build on the GTAP database. The
GEM-E32 model has been previously used for the work on the Impact Assessments accompanying the
2050 Roadmaps adopted in 2011: White Paper - Roadmap to a Single European Transport Area
(under the lead of DG MOVE), Energy Roadmap 2050 (under the lead of DG ENER) and A Roadmap
for moving to a competitive low carbon economy in 2050 (under the lead of DG CLIMA). Currently,
the three DGs are working together on the 2012 EU Reference scenario, which projects energy and
transport trends and GHG emissions up to 2050, in absence of new policies beyond those adopted by
spring 2012. The sectoral value added projections needed for the 2012 EU Reference scenario have
been developed using GEM-E3 model.

Contributions to the GTAP network

DG Trade is currently working on developing a version of the GTAP model and database that
accounts explicitly for both global value chains and intra-firm trade linkages. As a first step, the GTAP
database is disaggregated using WIOD in order to account for the sourcing of imported intermediate
and final goods. This data is then further decomposed using data on foreign affiliates and related-
party trade. The modelling framework uses the standard GTAP model as a starting point but accounts
explicitly for global value chains and foreign affiliates.

The AGRILIFE unit at JRC-IPTS developed the AgroSAMs for the EU 27 Member states which
represent the current EU table into the GTAP database since version 7.1. The main scientific value
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added from these tables is the detailed disaggregation of agricultural activities. The process of
further updating the AgroSAMs is currently under development with a view to their possible
application in (i) single country CGE modelling efforts and/or (ii) as an input source for a future
release of the GTAP database.

There is also on-going work to reclassify the representation of domestic support in the EU regions of
the GTAP database. More specifically, for carrying out detailed baseline work, it is important to have
detailed knowledge of the payment totals corresponding to each type of policy (i.e., first pillar
decoupled and coupled payments, market measures, food safety expenditures, disaggregated rural
development measures including competitiveness and environmental support, national payments
etc.) at the regional and sectoral level. In the current documentation (not yet available for version 8),
this is not entirely clear. Although the accompanying excel file provided by Hans Jensen is a big asset
to those of us working on EU agricultural trade and policy topics, the 'exact' allocation of GCT and
ACT payments by policy type is not entirely clear. The AGRILIFE unit has therefore employed its own
criteria in allocating and recalibrating these payments into the GTAP database. Moreover, the second
pillar payments (rural development) are incomplete and we look to supplement these with official
statistics.

The AGRILIFE unit also works on improving the representation of agricultural policy modelling
beyond that of the standard GTAP model and, indeed, the MAGNET model. In particular, the use of
relevant data to calibrate quota rents, as well as a more detailed treatment of the Common
Agricultural Policy (CAP) budget (including a detailed 'own resources' module).

As part of efforts for improving the GEM-E3 model, a study compared the GTAP7 macroeconomic
and tax data for the EU with available statistical data and estimates (like the WIOD database, and
EUROSTAT National Accounts). In addition, a VAT-model was developed which estimates the VAT by
products and uses for each of the EU-countries. This makes it possible to have a more appropriate
calibration and more realistic representation of the VAT-mechanisms in the GEM-E3 model.

Priority areas

1. Public procurement

As highlighted by macro information in the GTAP database, public expenditure accounts on average
for 17% of total world GDP, with strong variations across countries that range from 26% in Denmark
and Sweden to 5% in Cambodia and Bangladesh. Despite the significant size of these public
procurement markets and recent attempts to liberalize, we find that these markets are relatively
more closed than others especially with respect to the market access granted to foreign firms.
Furthermore, public procurement is an issue that is gaining significance in the context of bilateral
trade agreements and in a multilateral setting. The analytical tools we usually use come short of
being able to tackle these issues. The GTAP database offers a really good start since it separates
government consumption from the rest of final demand but we would also need to separate public
investment from total capital formation not to mention modify the modelling framework and
quantifying the barriers to entry into these markets.



2. Improving tax data

As pointed out by different DGs, there is an urgent need to improve the representation of taxes in
the GTAP database (at least for countries like EU Member States and OECD). Taxes are one of the
main policy instruments available to governments in fields such as energy, climate, trade, agriculture,
competitiveness etc. Moreover taxes have a prominent role in many (CGE) analyses using GTAP. The
most relevant taxes to be looked at in the first place include:

e VAT, excises, sales taxes etc.

e Labour taxes (both income taxes, social security contributions, payroll taxes, etc)
e Green and energy taxes

e C(Capital taxes

We would be very happy to see a more detailed availability of data regarding TRQs (i.e., in-quota
tariffs, over-quota tariffs and fill rates). Whilst CEPIl employ information of this type to calculate ad
valorem equivalents, the underlying data is not currently accessible.

3. Other issues

Concerning a better representation of sectors, DG MOVE would be interested in the split of sector 48
"Other Transport" into three sectors: road transport, rail transport and other, including pipelines,
auxiliary transport activities; travel agencies. DG ENER, DG MOVE would also be interested in
distinguishing the biofuels. Finally, the meat sector is one of the key sectors in the analysis of
agricultural policies. A finer disaggregation of pig and poultry (both in livestock and meat) will help
the analysis of domestic and trade policies.

With respect to regional disaggregation, the Balkans region is of great interest for the European
Commission for further enlargement work. At the current time, Albania is the only country which is
disaggregated (Croatia will be an EU member from July onwards).

Biofuels are becoming increasingly important in many economies and are key when analyzing energy
markets, therefore it would be really useful to formally include biofuels as default in the GTAP
database and not in a separate GTAP-BIO database.

The GTAP database could also benefit from the institutional transfers. i.e. completing the database
towards a SAM. In this field the IPTS has commissioned a study to collect related data of the bigger
world regions and investigate the possibilities of their reconciliation with and integration into the
GTAP database.
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