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The Vanishingly Small Official Economic Gains from the CETA Agreement
— A Cup of Coffee Every 7 Weeks — and Related Issues

The central argument in favour of CETA has always been economic. The increased trade
and investment would lead to economic growth and so more jobs. However, when
examined more closely in the official impact studies that are the basis for this, the
argument turns out to be very weak indeed and virtually non-existent.

The most optimistic official figure for the economic gains from CETA is the equivalent
of a cup of coffee every 7 weeks for each European. This is vanishingly small. Yet it is
the best official economic case for the CETA — the result of the most optimistic scenario
from the official joint impact study.

This joint EU-Canada analysis arrived at a figure of a 0.08% increase in EU GDP as a
result of CETA.! This is equivalent to 45 cent per week in Euro terms for each person in
the EU, and is the level that would be reached after seven years when the full effect of the
agreement would be arrived at; it would be the same each subsequent year. This is the
same as a cup of coffee every 7 weeks.”

A second study for the EU, the CETA Sustainability Impact Assessment, produced a
lower figure, a 0.03% increase in GDP after 10+ years.’ This ends up at 17 cent per week
per person in the EU, equal to a cup of coffee every four months. A detailed assessment
of both these studies done at the Austrian Foundation for Development Research
considered that these impacts were too high due to the way they were modelled.*

One-sided analysis and the need to take into account the other side

Most importantly, however, the analyses leading to the above results are entirely one-
sided —they consider regulations only as costs for business, and completely ignore the
benefits that regulations bring. Those benefits, even when incompletely measured in
economic terms, are very large indeed.’ For example, in the case of adequate regulations
for climate change or for finance, the benefits are simply astronomical. The Stern Review
estimated the damage from climate change would be equal to 5%-20% of world GDP per
annum measured in economic terms in the case of ‘business as usual’, while the cost of
action to reduce the worst effects could be limited to around 1% a year. These and other
examples are discussed in another paper.’®

The central body for regulations in the US, the OIRA, produces an annual report on the
benefits and costs of regulations in economic terms for the USA. The benefits are
estimated to be six times greater than the costs on average, as can be seen in the graph in
the annex at the back this note.” The calculations in the official CETA impact studies
focus on the costs of regulations, i.e. the green bars in the graph, and ignore the much
larger black bars, as do similar studies that use the same standard type of models.®

The threat to regulations is the biggest issue of concern in CETA, and detailed studies of
the CETA text — both for regulatory cooperation and for investor rights/investment
(investor-state dispute settlement or as renamed in CETA, the ICS) — have identified the
likelihood of loss of democratic control of regulations and the implications of this.” A
myriad of studies have focused on the regulatory implications in a wide range or areas.



As discussed in detail the paper on regulatory cooperation just mentioned, regulatory
cooperation in CETA 1is likely to lead to the blocking, delaying and diminishing of both
new and existing regulations.

If even a small fraction of the benefits from regulations such as climate change or
financial regulation, or indeed many other areas, were diminished as a result of notably
regulatory cooperation or investment rules — as seems virtually certain from the nature of
the agreement — the consequences of CETA measured in economic terms would be
substantially negative. This is especially so as the challenges facing society that require
adequate regulation are very great and arguably increasing.

Regulatory challenges facing Europe and the world

The world is facing an era when major action is needed on climate change and financial
regulation, and with nanotechnologies, endocrine disrupting chemicals, synthetic biology
bringing organisms that have not existed in nature and with unknown properties, the need
to take air pollution much more seriously, pharmaceutical pricing, ‘net neutrality’, data
protection, and the problems with the chemical agriculture model, to mention only some
of the many regulatory challenges to be faced. These existed before the arrival of the new
US administration, which accentuates the regulatory challenge considerably across an
extensive range of areas.

CETA should be seen in its wider context of international ‘trade’ agreements to constrain
regulation

The implications of CETA can arguably be seen more clearly by taking into account that
it is part of a wider approach. It is one of a number of planned agreements that explicitly
aim to constrain domestic regulations and put extensive rules and procedures into place to
do so. It is important to take into account that these agreements are predominantly about
regulations and investment rules, and not about actual trade in goods or services. The
other agreements include TiSA (Trade in Services Agreement) and the EU-Japan Free
Trade Agreement, both currently under negotiation, as well as the now defunct TPP and
the TTIP soon likely to be stopped at least temporarily.

These ‘coalition of the willing’ agreements are part of a wider strategy by the richer
countries and their largest companies to constrain domestic regulations using the
mechanism of trade agreements — which as international treaties override domestic laws.
This has been developing since the 1970s and accelerated with the new type of ‘trade’
agreements from the late 1990s.'® These new agreements have relatively little to do with
trade and mainly concern regulations as well as investor rights. These actors would
address the issues that they preferred, such as regulatory cooperation, investor rights,
intellectual property, competition, state-owned enterprises, and services (especially
foreign investors’ rights of establishment across a wide range of services),'' and in ways
that they preferred, and subsequently impose them on the other countries on the richer
countries’ terms.

At the same time, the richer countries finally abandoned the negotiation of the
multilateral Doha ‘Development’” Round under the WTO, in December 2015. This
negotiation, under pressure from developing countries and BRICS, had included



prominently issues these countries wanted to address such as agriculture and food
: 12
security.

Even though the TTIP will now surely not go ahead for some years, CETA can bring
many of the benefits of TTIP to US firms, especially in the key areas of regulatory
cooperation and investment.””  Advancing CETA will also advance this set of
agreements.

The implications of the new US administration

Arguments have been put forward that with the new US administration taking an
apparently strong position against multilateral organisations such as the UN and WTO
and indeed it would seem some regional organisations notably the EU itself, including in
international trade, that it is all the more essential and urgent to push ahead as quickly as
possible with the new type of ‘trade’ agreements under negotiation, including CETA and
the EU-Japan ‘Free Trade Agreement’.

It is also clear that the new US administration and the Republican party majority in
Congress, either jointly or through separate initiatives, are threatening to undermine or
destroy both domestic regulations and international agreements on climate, finance
(including the Dodd-Frank regulations), the environment, labour regulations and many
other fields.

To add to this through bringing in CETA and similar ‘trade’ agreements which
undermine domestic regulation by constraining them and putting them outside democratic
reach, arguably is exactly the wrong thing to do.

A much more appropriate approach would be to strengthen domestic and international
regulations against climate, financial instability and the other key areas, and make fair
trade agreements that are genuinely supportive of development in all countries and do not
impose the diminishing of regulations for little or no wider economic benefits. Such fair
trade agreements are more likely to succeed in being negotiated as they are clearly in the
interests of more actors in the system.

Ronan O’Brien
Independent researcher, Brussels



Annex. Total Annual Benefits and Cost of Regulations Reviewed by OIRA, 2000-2015
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Source: OIRA Annual Report to Congress on the Benefits and Costs of Federal
Regulations 2010, tables 1-3, B-1; draft 2016 report table 1-4

Note: Regulations for the Executive Agencies are included and not the Independent
Agencies, notably the Federal Reserve. The graph includes all ‘economically
significant’ regulations, i.e. having an impact of over $100 million in any
year; these are regarded by the OIRA as covering the ‘vast majority’ of
regulations by these agencies that are received by OIRA."
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